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CH~Ti': I 

I NTRO~TrC'I'I o,.,; , OBJ fl:~t\IES & METJWT'OLCCY 

tteoent Strategy o f RurAl nevelooment: 

L rrnt11 recently, most of the third worl d countri es, 

for whAt~VPr r eesons, almos t blindly t wltete~ the ~ evel o~ en 

oountrles in pursuing poltcies for econoraio nc-·vel opmPnt with 

heavy Accent on 1n~ustr1al1 sati on. Such e polJcy b~ne ftt~~ 

l~rgely the urban people beoeuse industrJ ~ s ~re usua l ly s e t 

up tn the ~ree s w1 th rel et! vely gr eater 1nfrf3structnro l 

~~velopmFnt. This in~ustry - oriented growth policy of the 

third worl~ countrie s, has not s1gn1f1o~ntly belpe~ in thP 

i mprovement of rural economic conditions. ) 

The emergence of socialism in some of t he Asian ADd 

.East ~11ropeen Jountrie s during the first hal f of the 20th 

oent,Jry, made the rulers or non-socialist third worlci 

oountries unr1 ertske some kln!1 of rural ~evelopment 

progrr:.~mrnes so tll9t the t eerdnt; millions of r epri ve;; And 

frustra ted ~trsl populace do not beoome r estlvP and pr ess 

for r evolnttonary change in the Governments. l i ov.~ever· , the 

epprceoh to rnrel oevelopmr nt so fAr mede by thes e 

orn1ntrte s, was foun~ to be of p1 eoe-mesl na t ur e wh~r~ i n 

hArdly any aonsiderntton was given for oo-orai nRte~ end 

slmultsneous development of tnfrastruatur P.s, pro~uott on 

sot1v1tt e s An~ s e rv1a e s eators. 

1 Expe rteno e shows tha t t h ' s 'tnOCl-or,, nR t""~ o pproAa h 
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result ed in t he f et lur e nf most of thP (' f f orts to ver~s 

rnrel d flvelopment.11 1Bes1.., es, the bAne f l ts from th() 

progrem·ttes 1mplemente~ by the Governmrnts WEr e rounil t o heve 

been grabb ed by r el8t1vely e~vAnt~ged f armers en~ othe r 
2 elites of t he rural aoo1et1e a. I Thus, pRst strRt P.gi e s 

releti.ng to !"1Jrsl ~evPlopment pro~rem.·! ! e a h~VE< pl Poed g r eA t e r 

emphea!a on 1noome and growth - not on the manner tn Vfhloh 

benefits of the proFre~~es were distributed. 

Henoe, notwt t betendtng the ebsenoe of un en1m1 ty nbo,,t 

the progrftmme that ts oapeble of improving t he lot of t he 

rura l people, there is now en lnoreeatng r ealtsetton t hat 

the atretegy of rural development so long pursued hA s not 

brought about any signlf1oant positive changes ror l a r ge 

segments of r ural poput .. tlon. ( .Appreotst!ng the oonse -1''enoes 

of the faulty pro~remmes end approach t o rura l devel opment, 

orld rlenk (1975) 1denttf1ed3 the need tor co~prehens1ve 

approach to ~trel devel opment end advised the membe r 

developing countries t o adopt the seme. This Rpproech t s 

m•Jl t1-sectorel e '"1breo1 ng w1~e r enge an~ mtx or Roti vi ti e s 

like egricu l ture,poultry, detry1ng , fisheri es , rural 

1. $ee , ~orl~ Bank , Rnrel ~evelopmen t - J eotor Pol1oy 
Peper, WAshingt on, 197 '> , pp. 16. 

2. UAc , c. n. H., Tt:7oh nolor.! o s l ~he nge en_. r-t s tr1 button 
or GA1.nstn InrHen Ag r1 ou lt,tre , I natt tut e of Loonomlo 
Gro~th, rplhi, 197S, pp. 19 S. 

]. Worl~ Bank, op.cit., pp.17. 
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1.n~ustr1es, tre.,e etc. It elso encompasses i mprovement of 

h~elth, education, oammunioetton, housing end r eo r ee ttonel 

feoilttlea. ) It i s to be note-' here that Gov ernments of 

both India and Bangladesh through their fl~n ? ol !cy 
4 

documents have aooepte"- th1 s approach - rntegre t P, t-.ur s l 

r evel opment Progrera.'l',e ( I RnPs 1 • 

Major objeot1ves of the IRDP approach ere: reouot1on 

of poverty; e '-iuiteble distribution ot benefits or uublio 

programmes; provision of baslo needs; lncro~se in the 

employment cpportnnitles ; universal lltereoy; red11ctton 

in the growth rete of population; improvement ln health 

end hygiene conditions; sanitation and other reor~at1onel 

facilities along with fostering e sense of self-relienoe 

among the rurel people whioh w111 ultimately improve the 

Phystoel ~uality or Life Index (PQLI) of the rural s r eas. ) 

The various components or IR.nP activities Are grouped 

un~er three main heeds: (eJ eoonomto activities, suoh es 

orop raising, dairying, poultries, fisheries, rurAl 

industries, trade and transport; l b) i nrrsstruoturel 

aotiv1t1es, that is, development of roe~s, oanels, de rn s, 

eleotrifioetion eta. end {o} sootel over-heed activities 

like eduoetion, health, family planning and housing. 

4. {ij GOI, The FrameworK of the Sixth Fiye Y~er Plen , 
19 10-:35. 

(11} GOH, The S~oon~ Five Year Plen , 1<; .-3Q-8 5. 



orbAn1se~ efforts ere simultaneously t o be ~ireote~ 

to~ards ~evelopment of ell these ecttv1t1ee; sinc e Any 

spore~tc, p1eoe-meel end isolated eff orts, es observed by 

the ~orl~ Bank, may ult1 mately prove to be e rrustr~t1ng 

experience. 

1.2 Ftnancial Involvement 

Rural ~eve~opment, es ~ellneated earlier, is lAr~~ly 

e runctton or, among other variables, the rete or 

investment - both publio end privBte. A~prov~l of any 

rural development progrem~e should be preceded oy 
arrangement of ede~uete resources required to implement the 

ssme. Else, the rural ~evelopment prog r emmes shall merely 

remain on peper. 

Governments through bungetery provisions may financ e 

rural 1nvestments required for infrestruotures AS well as 

sooiel overheads. s~ch fun~s can be mobilised by the 

Governm~nts either out of do~e~~io savings end/or from 

imported capital. In non-socialist oonntrie s like Indio 

and Bangladesh, Covern:nents do not normally prov1,e run~s 

ror pr1vetely manege~ eoonomlo activities, suoh es, 

egrioulture, industr ies, trade eto. tbrongh depArtmental 

nlloo e tlons. Therefore, fun~s for proeuotton And 

investments for pursuing these eot1v1. ties er e reriu1 reo t o 

be mobilised by the rur~l househol as engsgeo tn such 

eotl vi ties. 

For e rural economic unit, there r emeins, thr~e 
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sources of raising required .funda .!or in.veatmenta a .from 

tbe put savings; by diapoaal of exU.ting aaaet(a) and 

contracting bon-owlnga. Ra1.a1ng funda by sale ot existing 

aaaeta transforms one aaaet into another. It does no-t adc1 

to the lntlow of reaou.rcea into tbe rurel areaa. It ia, 

therefore, necessary eitber to g•~erate more savings or 

make greater intlow of credit, in order to broaden thE: base 

of resources tor rural development by ellcouraging t:.igher 

level of econom1~ activitl~s. 

1.2. 1 Needs .for Borrowed. Fund! 

The need. f'or larger amount of 'DoiTowed funds for 

the rural ~opulace, to be ~tU1sed for IJ~ucti~ aa well 

aa illveatment purposes ariaea frora a number of i'actora, 

SUCb as, low in.CC'Ole& anf& hE-nce lO'f 8RVJ.ne8 of a lurge 

segment o! rural population; ursency tor populariaing 

various types of non-!"arm activities, at least, for small/ 

marginal tarmera i1nd agricultural labourers in order to 

atep ~P their income~; adoption of ~odern metbcds ot 

cultiv.~tion besides rising pricea of various lntluts 

reeult!ng f rom intlation. 

Traditionally, n.JI'.U India end Bangladesh ar-e 

capital-atarved. Only a meagre proportion of the rural 

people hav~ surplus funCJ...s to be ploughed back. It waa 

observed. that agricul tw.' al oasGta in :india { 1976 ) c011priae 

95% of the rural assets; land alone accoWlting for 81% o! 

the former.5 lt is, tbare!ore, ~derat~dable that land 

------------------------------------------------------5. National CoWlc11 of Applied Economic Research ( NC.\ER), 
Cap1t@l r,~raation 1n Mri£UltHte• Dec. 1979, P• 2. 



is the most t ::n portent souroe of rur"l inoome . A perusal 

of tbe r11ral lan~ ownership patt~rn 1 n bo t h Indl .tJ en~ 

Bengledesh shov:s the t 3/4tb of the r ur al househol~ s, who 

are mostly s mA ll/me r g'inel f am.ers end agrfculturel 

labourers, own only erounr one-quarte r of the rurAl 
6 7 

oultlveble lend. That apart, in o as e of India NOAF.~ 

est! met€'d tl"et 63.• of t he rural househol~s hfl d no s a v1ngs 

e t all. 

A s t udy or savings en~ invGst~en t pA tt ~rn shows 

that both tn India enc .aengl nde sh, ~ur1n£ the per1o~ 1973 

to 1979 , investment a s e proportion of Gt'.P we s highe r tha n 

1 ti f ~-:') ~ sav ng as pr oper ons o c. ·J. • It i mplie s that oapi tel 

6. (1 ; GOI, Al l In~He A.;rtcul t nrBl Census , 1C;77. 

0 t 1 COB, St e tisti.ael, Y€ar tKJo~ of 3angl a f!esh , 19i:'.O. 

7. .NCAL.H, All-In!1ie Hurel Househ cla :::urvey: :-P~ ngs, 
Inoome en~ Inv~stmant 1 Vol. It, New nel h1, 1965, 
pp. 66-100. 

8. l:ur ing the perioc 1973 t o 1 9'/ ~ , liousehc l r 1 nvestment 
e s prooortton or GnP in In"i e wes 9 ;J while 
~nsegregetad i nv estment a s propor tion of crF 1n 
BenglA~esh was 10~. en t he other henn, saving a s 
proport1 on or GT? durlne:; the same period was 6;. end 
2~ respe cttvcly for India an~ Banglade sh. 

Souroe: \1) RBI, CBoi tel f ormat i on Ann Seving Tn 
Inni ~ 1950-51 t o 1979- 30, heport of the 
GOI •s orking Group on Se v1 ngs, 19~ 2, 
:pp. 19 (;.. 33. 

( i 1 ) GOB, "rh r-- .-, ~oonn F tye Yeer ? l a n ( r ·r "l ft) , 
Planning ~ommtss1on, ~hAke, 1980 , 
pp . 1-9. 
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formation wu more than the available aurplua which 

aignif !ell dependence on borrowed !wuia. Anotber dimension 

to the problsa or liquid reaourcea is seen .from an 

exwn1nat1on of tbe forme ~ savings a£ tbe rural people. 

I~ aavlogs are formed 1n physical a-ssetft rather than 1n 

financial assets. the Sl.lpply of saving£ for investment 

purposes cannot be significant. This tendency of having 

savings !.n physical aaeeta, f.1oore9 termed ea "PrJ.ml t1ve 

F inanclal Technology. n Alamg1r while examining the 

stnacture of private eavinga 1n the developing countrlea, 

found that financial assets constitute sround ~ of 

houa~tbold aavinga in India &lid below 3076 1n case of 

Bangladesh. 10 

Low anvlnga .,otmtial and conaequent low 

posl'ibU1t1ea of inveatmenta from aw-plua by a larg11 

aogment o£ tbe rural population in botb India and Bangladeah 

1a .f'arther evidenced by the faster rate of growth of rural 

labour .force compared to that of rural labour households 

indicating larger .fa:nlly sJze calling for higher famUy 

expenaea1 taaur growth c-t nz-agriculturol labour !orce 

9. I·ioore, B.J., An ~ct1on to The Tbeory g! F.J!lancJ• 
Amerlcan Put-118h1ng · pany PVt. Ltd., New fbT, 1968, 

10. 

PP• 103. 
(( 

Alamgir M. Structure of Private Savings in 
Participating Developing Countries~ ESCAP Economic 
S'Jllet~ For Asil fd T~ Pac1ttc Vol. X..XVI• No. 3, 
une,915, Bang o , i97 , pp.~ to .32. 



compared to that of agrtcu l tttrel l e bour r oroe sugg(')stlng 

11m1tet'l lebour absorptive oopao1ty of agriculture ?lith 

uncertain tnoome poss1b111t1es; tnor~esing number or 

mergtnel farme rs e n_, len<1 l ess couplP(! w1 th l Ar ger nttmber 

of oa ses or sal e or r.1ral len~s 1n~tcet1ng ~etortorattng 
11 

~1neno1al oon~1tt on or the rural people. Thus from the 

above ~nalysts of the oon~tti~n of rural Bangl ~ d~sb an~ 

( In~te, tt is oleer that t he expeotetlon of cessl ve 
,_ 

investment out of savings es is oelle~ for by I RnP approaoh 

ts neither reelistlc nor eclJlevcble . Li ke meny of the 

developing countries, a vast maJority of the ~1rol people 

of Indie end .aengle desh are in the v1.olotJB circle as 
12 

describe~ by NtJrkse : Smell oapeo1ty t c seve r esnl t1ng 

from low level of income what ltsel~ ts the retleott on of 

poor produoti vi ty wh1oh in tt.trn is the result ot small 

sev1ngs. , 
1 

/ 

11. (J) GOI, 11eport of th P- l:iurel Lnbour ltn :.p1try 
Oo~mtttee, 1974-7~. 

(1 i) GO!, H~?port of the NAt1. onAl !Jommt sst on on 
l'.gn ou l ture iiele tf ng to ~mployment, 1979. 

( 111 J G0 .3, !;tetisttoel Yenr B~ok o f Bengle~esh , Ibt~. 

t 1v) IB~r , Benglndesh nevelopm~nt ~ n a Rgr el ~oonomy, 
Report l'lo . 4 SSib- .i3T' , 1974, pp. 42. 

12. Nurks e , H. Fr oblems of Oeptt~l For ma t1.on 1n 
TTn~er, evelope(! Gountri. es , Cxforet: Bas' l 8l~c l( :~el l, 

19SS, pp. S. 
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1. 3 The Neett For Antt J::'mt?rgPno e Of Insti t ntt onel Supply 

Because of t he peuot ty of rurel f'1Jn~ surplus as set-' 

c;arl ter, JJ l a rge proportion of rural pop11let1 on in 

territories comprising both India en~ Bengle~ P. sh, from time 

1m1emcriel, hnve been habitually resorting to borrowings. 

TYnorgan1sed snppliers li ke profEs sional money len~ers, 

lend lnr~s/blg farme rs, fr1en~s/relattves/ne1ghoours, trAde 

meroh~nts eto. w~re tbe only sour~es or ~Jpply ti l l th e 

first 'tuerter or the 19th oent~try. But thP. terms end 

ooncUtions on which tunas are evail~ble from the unorgAntsec' 

sources have been always unfavourabl e to the borrowers. 

f.nd the conse~uenoes of such GXploitetlve terms en~ 

cont'f1t1ons, time end again, hev~ been fount' to be unbearable 

e.nd inequitable to the rural borro .. vers. s ome of thE> maJor 

problems13 conneotP.d with contracting loans from money 

lenders end land lords include e~ orbl tant r~ t e s of 1nte.r~ st; 

manipulAtion or loen records, personel humtletton; 

ac~u1slt1on of borrowers ossets, particularly lend, on the 

plea or defeult etc. 

1). For further details see - GOI, ~entrAl Banking Knguiry 
Committee, 1931; RBI, !11 India futrel CrF~ft S~rvet, 
.!2.i!; teerkel, G. Unorgentsed Money ·•arket In InsHe, 
Lelvant Publishing Douse, Bombay, 19b7. 
GOt, Report or the Rural Banking Rngulry Committee, 
1950; GOI, Herort of the AgrtoulttJrel Finance Sub­
Committee, 1945; Singh, V.B.led ) , Eoonomio H1!toty 
or rnnt.e (1 ~ 57-1956}, Bombay, 1965; 
~haka ryniverslty Rurel Cr edit & Unemployment tn 
~'\Ast PAkistan, 1956. 
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'l'be then Government was soqua1nte~ w1 tb the pr oblems 

the rural people reae while dealing with the unorgenlsed 

suppliers of rural oredlt. Appreoleting this, with B view 

to reduotng en~ eventua l ly replaotng the unorgantsed 

supply, oo-operettves ~ere ~eveloped 1n 1904 t n the 

British In~la, now forming Bangladesh end IncHe. Bestnes 

developing oo-oper attves, e number of leglslatlve measures 

were und ertaken by the then Governm~t t o mtnt~se 

exploltetlon by the unorgentsed suppliers, such es, Aots 

aimed at regula ting money lending; restrtottng the 

transfer of property; lt ~uidattng pest debts etc. 

hfter partition of Ind!e (1 947}, Governments of t he 

respeot1ve countri e s 1n1t1eted steps in promoting 

eddi tl onel d1reot/1ndireot egenoies to sttpplement efforts 

of the oo-operetives in the field of rural ftnenoe. For 

example, Bengle desb 1\.rl sh1 Bank: \ Forrner Agri oul tural 

Finenae Corporetl on/ Agricultural i e•elopment aenk J was set 

up tn Bangladeab; end, in IncUR, Agrloul turel .Hefinnnoe 

nevelopment Corporation ( ARne) and Agr1oulture Flnenoe 

Corporation (AFC) were developed to augment the ~Jpply of 

rural oredl t. . or lete, because or higher rural eretU t 

requirements ertsing out or the 800eptenoe or the stretegy 

or I RDP end the rural people's prererenoe to use 1 ~proved 

technology, Gov~rnments both tn India end Bangladesh 

d1reoted the nst1onel1sed commercial banks to extenn end 

eooel er e t e t heir operations tn th e rural or cas to supplement 
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tbe efforts or other extent egenole s. 

1.4 Stfitement of The Pr oblem 

As stat ed eerl!er, Government or both Ben~l P. ~ esh 

anc! India promoted a numb r r of Rgenoies to extent~t oredit 

to the rural people not o.r,ly to save them from the olutohes 

of the ~oney len~ ers but also t c r aise the level of 

productivity an~ tnaome or th ~ rural people. But thes e 

expeotettona of the G ov~rnments ere yet to metertelise. 

( This !s evident by t he t eat that till today {1979) 

unorgenised sources comprise the meJor suppliers of rurel 
14 

oredlt i.e. 65~ tn Indla) and 8 S> in Bangladesh in spite 

of various agencies, partloulerly co-operatives, operettng 

in the territories for more then seYen deoa~es. 

Reportedly, this poor performenoe of the involved 

agencies was pertly owing to l eok of cleer o11t polto1 e s in 

regard to their opera ttons, pertly for faulty tmpl em~nt~tt on 

prooednre of the r espeo t1 ve sg~notes en" pertly fl r i sing out 

or the manifold operati onal ~iffionl ttes being feoed by the 

agencies. Reports al so 1n<!1oe te that the slow gro~th or 

~1ral nredtt supply is s oonsequenoe or unimpr e ssive 

mob111set1on of looel deposits; 1rreguler and 1nsuft1otent 

retina noe t ao111 t l e s and leak of adequate treine~ steff 

14. (1 } RBI, ~eport of 'I'be ;'.forki ng Croup on Ml! i.tf- JI.g enol, 
1979, p. ). 

(ii) GOa, The Two, Yeer Pl en, 197e- so, Pl enn1 ng 
Commi s si on, 1980, pp. 141. 
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re(L\lire d for ~r.-.oo t..'l t!lsohe r ge of their ope r e t 1 oos. It 1 s 

also ~llege~ t hat loenebil t ty of these ~genol e e Js o onstra1ne ~ 

by rising volume of ov~r~nes. .Apart f rom t he s e , the 

unoo-orcUnAte~ ope r 8ti_ons of s1mll er agenot ~s le~d to 

duplto etlon, avoidable oompe t1 tion e.nel emberassments bot h 1 

to the employees of the agencies and a l so to t he ~1ral 

people seeking rtnenotel ~ooommo~ atfon. 

There ar e alec al l ega ti ons that t he egeno1 e s 

involved in rural credit ope r a tt ons ere r Pt he r acting as 

agents for trensfe r1 ng rura l ~Jnrs to t he non-~1rel ar~e s. 

t:oreov€r, it is also reporte~ t hat rural cred1 t 

operet! ons are hi ghly concentra te~ among the advantaged 

rural paople ~ue t o securl ty-oriented loaning oper a t 1 ons. 

~Jrth er, grassroot l~vel layers of ~ffferent involved 

~genoies ere reportedl y f aoing various problems \\tlioh oot 

es hurdles in the s mcoth disch ar ge of their oper Bt! ons. 

On the other hand, it i s also alleged that ~Jral borrowers 

are feeing ver!ous kinds of probl P-ms while reeling v:f th t tJe 

egeno1es involv ed in extending rural ffnenoe. 

1.5 ObJsotives 

The objectives of t he prP.s Pnt stu~y ar~ men1 -fol ~ . 

Thos e are state<! Rnd pursuE> d a t appr opr i a t e pl f!lc e s i n thP 

respeotlv e ohept e rs. Hov,:ever, the broa~ end ov r rell 

objective of the stu~y 1s t~ cri ttoall y exa~!ne the 

pe r f orm.s no e f or e deoride (1969-70 t o 197S-79 ) of the various 

agenci e s invol ved pertl y or \molly i n the fi eld of ru r al 
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t1nenoe in both In~!e nn~ Bengle~esb. 

A comparative performance eppreieel or these 

agencies ts attempted espeoielly relating to their 

contributions in bringing un~er their oov~rege more on~ 

more rural erees, mobilisation or lArger volume of ~trel 

~eposits tn or~er to improve the extent of their self­

rellsnoe AD~ in the light of gigantio requirements, to 

exten~ increasing ~lume of rural cre~it wtth e view to 

improving the proruot1v1ty con~1t1on en~ the level of 

1noome of the rural people. 

An attempt ia also me~e to assess the magnitude of 

transfer or rural funds, if any, to the non-rural er P.ns 

through the operations or these egonoies besi~es 

t~entificetton of the major problema taoe~ by both the 

involve~ agencies end their clientele while making 

trenseotions wt tb eaoh other 1n the rural areas. 

1.6 Uttltty or The s tudy 

The present stu~ r elating to "Instttuttonel Finnnoe 

for Rural ~Avelopment - A Comparative Stu~y of In~ie en~ 

Bengle~esh", to our knowle~ge, is th e first or its kin~. 

BengledP.sh en~ India P.re two neigbbourtn~ oountrles having 

a oaa~on rural heritage. Rurel people or both the 

countries era feoing similar problems connected ~ith 

cultivati on, rural rtnenoP. eno other relat~d metters. 4s 

suoh, e oomperatlve study of t he agenoles involved to rurAl 

t1nenoe r evealing the strong as well as week pointe of 
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these egenoies will be beneficial to both the oountrte s. 

There ts no point in pursuing policies in e oountry proved 

ineffeottv~ or reulty in the other. Si~ilarly, there is 

no Just1f1cetl on in not trying the pol1oies S1loo e esfully 

Implemented in the neighbour! ng country, or oourse, v. i th 

suitable modirioatlons and adaptations. It will be sheer 

~ste or ti ~e an~ resources in repeating the s eme 

experiments the results of Wbioh are already known. 

Therefore, th~ matn obJective of this aompsretive study is 

to highlight the sucoesses end failures so that the two 

countries may prct1t from each other's experiences. It 

is, in this background that the present study is undertAken. 

1.7 MethodologY 

(a) Colleotion of ~ate 

nate Are coll ected from both primary en~ seoon~ery 

sources rnr the purpose of examination. Information 

rel ating to population, national income eta. tor both I ndi a 

end 3engladesb is coll ected rrom off1o1el documents or the 

respective Gov ernments like stet1st1cel year books, census 

reports end five year plan documents. Bulletins en~ annuAl 

reports of RBI end Bangla~esh .DanK are a.iso beavi ly used. 

VArious issues of Currency en~ Fln~noe ln case of Ind!e 

end Bangladesh lSconom:lc StJrvey ere el so or great use. 

Co-operative statistics relating t o In~le are dra~m 

from t he v arious issues of ~tetlstioel ~tetem~nts F<elnt1ng 

to Co-operative Movement in Inrlie an, also from the rtev1 ew 
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of Co-op~ ret1ve ~ovement in In~ie while the semP. typ~ or 

~ete in oe se of Banglenesh Pr e colleote~ from vertous 

issues of Annual 'epertmentel ueports published by the 

Registrar or Co-operotlves tn thet country. ~~t~ releting 

to I RnP Co-operatives in Bengle~esh ere oollecte~ from 

Trl~P offices as well a s from their publio at!ons. 

Tnrormetton r el ati ng to rural operations of 

oommeroiel benks in IntHe er e p1eket! up from th e v ertous 

issues of th e Ba sic St etisttoel Heturns ~n~ ~tst1st1ool 

Tebles .Relating to 8enks in In~ia while such oete la case 

of Bangladesh ere drawn from Bangle~esh Bank Bulletins of 

various years end from the unpublished records or the 

Bengle~eeh Bank's 3tat1st1oal ~~partm~nt. 

~at e r elAting to the opera tional pertormeno e of 

various speoialiset! eGeno1 e B like SKB, ART'C en~ AF;; ore 

mostly c-;etherec from the ir :..nntiBl ~-eports or varf ous years. 

ApRrt fro~ the ebove sources of macro-da te, primary 

~ate for the o ese stu~ies reletiQh to rural brenohes or 
oommerotal bank es well es that of rural borro~.·er in 

Bengle~esh ore oo l leote~ by tiel~ 1nvPst1get1 on. 

(t ) Select! on of Hurel 3ranche s of Com~ ..,ro iel Banks 

/ One of the six nAt1 on~l1eeo oom:rne roi el banks is 

selected p~rposlvely for br Anoh l~vel oese stu~y. There 

wer e 44 fJ 1"1Jrel brenohes of !.greni Bank: opP-r 1) tJ n;; in the 

country es on ~ec e~b Pr 1979. ~ e sel ~ote~ 1SN or at l PsAt 

e rninimu~ of t hr ee brAnohas us i ng r~n~o~ sampl i ng 
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proca~ure from each of the 20 d1str1cts. In all, 69 

br~nches ere seleoteo for th e purpose of the case study. 

The re; utred quanti tettve es well fiB queU tetiva 

information ere collected from the sample brenob~s. 

(1i) Selection of Rural Horro~ers of Co~~~rotel Benks 

One ~trel brenoh from AAOh of the ~0 ~istrlots 1s 

selected purposively At first but bec quse of unAvoi~eblo 

~1 rt1. oul t1 es onJ. y 16 branohe s ooul~ bP tJsed for in-depth 

stutly of the borrowE-rs. A list or o(')rrow~rs who obtained 

loan fro m these brQnohes during th~ lAst three YE>Ars 

(1977 to 1979J is prep~red tn the elphnbet1oel oroar of the 

borro,.rers names. From the list, five borrowers ~re 

selected from each branch using random sampling prooeoure. 

A total of 80 rural borrowE>rs or oomnerolal banks ~re thus 

seleot~d for the purpose of interview. 

1. 7. 2 nse of Teahntque 

As st t~d earlier, gro~th p~rfor~8 noe of ver1 ous 

aspects or ~ifferent involved a~enotes is ascertained. 

Growth r at P-s oeloulete6 from two-points emffPr fro11 

tnoldental or eootdentel pprformenoe of th~ ver1ables ot 

ttJeae two-points of tim e a nn th,ls likely to r enner e 

~1stortPd pfoture. To ovrrcnmP this, we hAve mostly 

oonst dered the entire s eries of the Vt'r' Ablfls \~hil f' 

me~suring ~rowth r~ t P. s. The ~ollnwin~ exponentia l tunot!on 

is used to mee surP. g rowth r l9 t e s from the s ,ort es of 

~1fferent verinbles: 
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where Y • variAble s un~er oons1der ett on 

e sa oonstent 

b • Regression oo-erftolents signifying 

the r Rte or ohenge 

t • rerers to time. 

Growth r a t es thus measure~ from the s eries wherever 

statP-d tn t he report Rr e symbolised as g1. An~ in e few 

oases where s~r1es oould not be prooesse~ for r eokontng 

growth r Ates, two-point exponential ~1notion 1s applied 

us1 nt; the log to the b Ase e. Al len 
1 

S oonslders growth 

meesured ev{\n from two-points by exponenttel funotton as 

'approxima te represent~tion of th~ eotuel state or eff atrs•. 

~1oh gr~th r Ptes, wherever referred to in the report ere 

termed g2. 

Composite index ot• growth of eoveree;e, deposit 

mob1.11setion, credit f>Xtenslon eto. or e oo mbinRtion of 

these to tlenote ov r.rall f;l"OWth pettr rn of en egenoy or e 1. 1 

the A~enotes together ts ~sttmRt~d on the line s stRted tn 

Appendix A, Chapter III . Besides, the level of development 

of an ~genoy or thP.t of ell egenol es together is essesse~ 

using ten-point soele of dsvelonment es desortbetr tn 

Appen~tx B, Cha pt P.r TIT. 

15. Allen, R.G. ~., Mathel!lt:f tioel Ana l ysis For hoonornists, 
The Engli sh LRngtlege Book Sootety, 1968, pp. 2)2. 
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Attitu~es of tha rurel brAnoh msnAgers Rre 

approxf. raa tP~y measured using Likert's soeling t eohn!que of 

otti tude meesure-nf: nt w1 th a little mo~ 1 rto~tton es sta t e~ 

tn Cha pt er VII. 

Mnl t!. ple r P.g r ess! on is 'Jse~ to determine t he 

t~Jotors lnfl11enotnb the supply of oo-oper8t1 v e oredi t. 

~.rhe same is also t rte ,~ fer locati ng the determining fF>otors 

of motmt1116 oo-ope r Pttves' overdues. 
2 

Bcst~os t he above, ohi-squere (X ) tests er e also 

applied to ttnd the teotors sssooieted with d1v~rs1on of 

bank loen; r epeymPnt perfor·.mnoe of the borrowers end 

forms tt on of a ttl tudes of t he rnrel brenoh mnnobers. 

1 ... 
. c 

/ 

Limitations of the Stu~y 

One of the 11mtt a t1ons of the study is ~1th reg~r~ 

to its temporal ooverage. To arrive e t any ~antngfUl 

oonoluston regsr " i ng the tren~ end pattern of rural 

finP.noe, dete for a felrly long-ti me s eri es ar e n ecessary. 

That apArt, growth r a t es of verioue perrorms noe innlo ators 

ere likely to be depressed tr b~se is goo~ en~ l ikely to be 

inflate~ if the figure in the bese year is smell/low. This 

11mitetlon is to be kept in m1nr while int erpreting growth 

r etes of the indivi~uel vari ables. 

Informet1 on ooll flotec1 f rom rural borrov:ers '3r e not 

from firm reoor~s. It 1s beoRuse rursl people r arely 

me1nte1n reoor~s of tbelr 1noome, exp~n~ iture en~ other 

transactions. As such, most of tbA i nforma ti on supplier' 
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to us by the rural borrowers ~re merely epproximettons 

m8de from their memories. Opiniete~ tntormatton rrom both 

rural brenob men~gera an~ rurAl borrowers ere likely to 

suff~r from similar 1na~equaotes like eny oth~r opinion 

survey. 

Moreover, e few sample rural branches or R 

oommerotel banks ~o not r~prasent operational perfor~noe 

of all the rurel branohes, not to speek of ell the grass­

root level layers, or the involved egenaies. LikewtAe, e 

tew rural borrowers of e commercial benk cannot be 

regerde~ representative of all the rl~el borrowers. we, 

however, ere aware or these limitations end tried to be 

obJ ective while making eppratsal tn every step end to 

interpret the results with due caution. 

Notwithstanding the 11m1tAt1ona stated earlier, we 

believe that the rtnnings of the etudy, will surely provide 

useful information to the pollcy-ms~ers end others 

interested in rural tinanoe. 

1.9 Presentation of the Report 

The presentation of the study excepting the 

introt'luotory end summery oheptars, is mede tn two perts: 

Pert I devoted to e oo~peretive performencP analysis of 

the egeno1es in five chapters, viz., Chept~r JT to Chapter 

VI en~ Part II comprises Ch~pters VII an~ VTII oontAining 

two oese studies relAting to Bengledeah. 

The pr~sent Cha pt er, highlights the obj eotfves en~ 



20 

l mporteno e of t-he study. ln ~b~pt er II, we pr f:' s ent e 

blstorloel r eview of the problems of tnedeque t e 

1nst1 tutJ ons l supply or rurAl credit sl ong w1th en aooount, 

1 n retrospect, of the orfr~ nt s e d efforts made to step 11p 

~trel or~~it. Chept~rs III end IV r espeot1vely oonts 1n en 

analysis of t he comparative performeno~ in rPgArn to th~ 

rural operations of co-ope ratives end oomrerol~ l banks 1n 

Tndie en~ Bengl e deah. I n Chapter V, we examine t he 

pe r forma no e or verto~1s speoielised tJgenole s cHreotly/ 

indirectly engeg~d in the field of rur~l finance tn the 

two c ountries. .t.n int ~grated picture of e ll the ~ lrGot 

len~i ng agencies wholly/pArtly engaged ln rural l andings 

et the g re s sroot level ts outlined ln ChApt~r VI. In 

ChRpter VII, we pr~sent r esults or our oase study relating 

to a sample of rurel branche s ot one of the oommeroiel 

bnnks in Bengledesh while the results of e oese s tndy of 

e sample or rural borro\!>ers or one of t he commerol el benks 

in aengladesh are i.nclud ed 1n Chapt er VIII. I n t he l Ast 

Chapte r (Cha pter I X) , we present e brief" s ummery of the 

me jor f1 nfl 1ng s of the stu~y along wl th their polioy 

1. mpl1o e t1 ons. 
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CBAPTtt.B II 

I NAT)B!.fTATE t NSTI'f'TJTI 0NAL Sll'PPLY OF RURAL CRl "'IT 
ANTl 

AN OVRRVIEW OF ORG.'INIS~ EFFORTS 

~.s t he tl tle or the Chaptf'r su~e; ('sts, v:e inten~ to 

deal with the issues in two sections. In the first 

seotion, problems art sing out or inet!aquate tnsti tutionel 

~Jpply of rurel credit an~ relete~ ms tt€rs are ~lsoussed 

while an ov erview of the orgAnised efforts made to meet 

the situation is presented in the second secti on. Before 

embarking on the overview of the organised efforts, it 1a 

nP.oess ery to examine the situation whloh len the relevant 

,:.mtbort ties teke the steps they had taken. 

II.2 SECTi r.N 1 

PRO! LEMS AH!SING O!JT OF I N.AnEQUAT& INSTITrTIONAL 
SUP.PLY OF HUR.lll. CRBT'IIT 

A ~1scusslon of the sltm~tlon resulting out of 

inede~1uatt• ins tl tutt onal supply shoul~ logic F'd l y inolu~e, 

Rmong others, {a) the extent of tnedequeoy, (b) oonse~uenoes 

flowing from suob inadequacy, end {o) the r ectors that 

foroe~ the rural people to seek essisteno~ from non­

lnstttutional souraes for want of a dequa t e i nstitutional 

support. 

\ ~ ) Th e Extent of I nedEh1u e t e Insti tutl onel 
Supply of Rurel Credtt 

The pressin~ nee~s or vast meJor1ty of rural people 

to borrow for pro~uotlve an~/or non-productive consump tion 
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purposes, :roroe them to manege the same from eny avai l able 

souroe. Very few peopl e oou ld evetl or the tnstttuttone l 

s ources beoense of f l3ators like e bsenoe/1nec!e(iuete cover age 

of tnsti t >Jtt ons, seour1 ty ortentetton and other formal ! ties 

to be complie~ with, whtoh most of the rural paopl e Ar e 

unfemllter with owing to massive lllltereoy among them. 

On the other hen~, e large proportion of the rural 

borrowers have to take r ecourse to borrowings from 

unorgenised sources, even on expl oitative t erms en~ 

oon~ttions, mostly beoeuse of hPvi ng no or limited s ooess 

to tnstitutionel supply of rural credit. However, reliance 

on unorgents e~ sources is on the deoline as e r esult of 

concerted efforts continuously bein,; msde to increase the 

institutional suppl y of ~1rel ore~tt. This cen b~ seen 

fro m the following lnforma tton. 

Share of Non-Institutional Sources tn the 
~upplJ of Rural Oredit 

- - - - - - - - -
Y~er India * Bangle"esh ** 

- - -
Perc ent Age Shere Y~er Peroent~ge Share - - - - - - - - - -- - - - - - - - - - - - -

19 51- 1)2 94 19S6 9'> 

1961-62 8 5 1965 B6 

1971-72 75 1974 91 

1978-79 6 5 

-

-

- -
- -

- - ~ - - - - - ~ - - - - - - - - - - - - - - - - -
... ... .RBI, Report of the Working Group on ~l t i t.geney 

Approeoh In A;~r1oulturel Fi.nf DO E> , 19?. 
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~* (a) T'leocft TJntversity Soo'o-economlo ~'urvey BoAr.,, 
RnrAl Cre .. tt end TTneaploymPnt 1 n R"st Pakt sten, 
1956. 

(b) r.irectorote of Co-operatives, Aglioulturel 
Cre~1t in East PAkistan, 1966. 

(c) Bangle~e8b Institute of ~evelopmPnt Studies, 
Famine Survey, 1974. 

Information provided in the table, shows th~t 1n 

c "'sc of Jn«11A, dependence on non-tnstttntionel supply of 

rural credit g radual l y declined but 1n ceae of Bangladesh 

the situation which showea some i mprovement e t the en~ or 
the secon~ period deteriora ted at the end or the thir~ 

peri~. Heorgen1set1on of cooperatives an~ introduction 

of multi-agency system might have improved the position tn 

case of India. Existence of a large proporti on of non­

viable oo-operatlves, polttioal 1nsteb1lity ADd famine 

cond1t1QUs (1974) ere some or the possible explenetlons 

for mixed behevlonr of institutional supply of rural credit 

in BanglAdesh. 

(b } Consequences of Tnaoegue te Supply ot Hural credit 

Although :tnstttutional supply of rural credit Is 

limited, rural people who need t o borrow must borrow, i.e., 

those who oouln not obtain any instttutional rurAl cre~tt 

or oould obtain insufficient amount from the institutions, 

seek t'un(1s f rom unorgeniseo souraes. or t he vertous 

suppliers in the unorgan1sed supply, money-len~ers, rich 

t ermers, rural tredesmen hnve been the prominent onea. 

The terms end oonoitions on which these unorgAnisen 
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suppliers l end to the rural people h~ve been unfavour abl e 

to th e borrowers. ~xorbt t ent oompoun~ r a t es or inter est 

have per petuat ed in~ebtedness end poverty among the rural 

borrowers in both In~ta enn Bangladesh. There is ample 

evi~enoe to show tbet in India end Bangl adesh, rura l messes 

borrow elmost heb1tually, passing on the bur~en of ~ebt 
I 

from generation to gene r ation. ' Thet ts why the sey1ng 

that in the In~ian sub-continent, e ~ermer is born in debt, 
1 

lives in debt and dies in ~ebt. ) Thus, it !s evident thRt 

the etfeot ot 1nedequet~ supply or inst!tutt onel rura l 

credit i s to throw the rural peopl e into chronic 

indebte6ness. A man who is i n chronic debt can hor dly get 

out of th i s trap. I t requires e little detailing of t he 

types of problems t het en indebted person encount ers. 

Problems Relating to Borrowdngs from rynorgenise~ s ourc es: 

~ The ohronio state of indebtedness to the unorgentse~ 

sources, efteots the borrowers both physically end mora l ly. 

~any of the ills, the rural people suffer from are 

consequences or such in~ebtedness. It make s them stay 

poor and lee~ substendard way or life. While examining the 

conditions or the rural people, the Central Banking Enquiry 

Committee ( 1930) observes, ''Of most of the caus es 

responsible for t he low sten~ard or living or t he 

agriculturists and the continuous impoverishment of this 

1. GOI, Royal Comm.t ssi on on .Agr t o,Jl tur e , 1928, p. ) 6 5. 
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oleas, even in areas which ere blessed with good season 

end normel orops, indebtedness must be given e high pleoe. 

This low soele of income end poverty ten~s to lo~er the 

physioel an~ mental vitality ot the cultivators, en~ causes 

the deoey and weakening of tba normal fibre of the soo1ety. 

J~l these leed to egrioulturel 1netf1olenoy end indebtedness, 

oom.tng in the Wilke of these evils, eggravstea them. '' 2 ) 

Beoeuse of exorbltent rates of interest end it9 

compounding along with manipulation ot the eoaounts or 

debts, the amount ot debt goes on mounting. When the rural 

poor find the eooumuleted debt beyon~ their cepeo!ty for 

r~paymsnt, the lenders take advantage of the situation end 

aoqu1re lend or other properties, of course, e t a prioe 

lower than that preveiltng in the market, towards full or 

partial · settlement of loans. Someti ·res, lend ers roroe the 

marginal farmers and egrioultural labourers wbo felled to 

repay the debt, to ~~rk as bon~e~ labour. 

This apart, ~ebts also prevent the farmers from 

getting reasonable prioe for their pro~uce. In e system 

ot rural eoonomy in wbloh money len~er ls both e ore~ltor 

end e village trader, the borrower ls very often, compelled 

to sell his produc e at e pre-arranged prioe. However, en 

indebted fermer cennot welt for e favourable merket price 

beoeuse immediately after the herveet money l~n~er 

2. Q.uoted in t!:emorie, C.B., Agricultural ? roblems of 
Indte, 1979 ~d1t1on, pp. 426. 
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oompells the fermer to s~ll his pro~uo e to m~ke repeym~nts, 

et least of the interest on the loan tr not the pr1notpel 

1 tself. 

The sooiel st~tus of t he tn~~bte~ p~rson~ is 

doV>ngr edetl by oontt nnou!l b11111.t lett on an~ l oss of prop~rty 

tmd the reby inoorne. l\1 1 these iilsturb the psychologloAl 

belenoe of the men tn ~ ~bt en~ he st~rts boh~vinb es en 

911 time worried family heA~ en~ an 1nerfto1ent tennor. 

II. 2. 1 tl..egnt tude or the ihtrel Inf'lebte~ness 

Rural lndebtPdness in both Tnf'te end .ane;ledesh hes 

bee.n e historloel phenomenon. Various Rttempts were made 

from t1~e to time to estimate the magnitude of 

Indebtedness. ~e propose to present these estimAtes tn 

two periods: (ej ~stlmAtes of Hural Indebtedness prtor to 

partition of !n~le, (b) Estl mR tes ot rural indebtedn~ss 

after the pP.rtitton or India. 

{e) Estimates of Hural tndebt~duess 
prior to pertttton of Tndla 

No syst emetio et11t'ly of the problem or rural 

indebtednes~ was stte npted till the 70s of the 19th oentury. 

The first ette~pt to look 1nto t he problem wes mode 

follow1 ng the murderous •Jprtslngs of debtors f\ge 1 nst 

oredttors tn The ~eaoan Plateau popularly known es the 

neooen lilots of 1J75. To encutre into the s,tuet!on, the 

government set up the Deccan Riots Commissi on tn 1 -~ ? S , 

wh1ob for the fir st ttme, after e snrvey, oeme out w!th the 

estlmste t he t one-third of the oooupants wore in Cfebt And 
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the evereg e ~ ebt per "oooupant " wes ~ 371. 3 This 

estimate of t he Co~~i sston we s be s~d on 8 survey of 12 

villAges 1 n Bombny. ) f 'uo se~uent i y, ~urt ng the 19th oent'1ry, 

two mor e El tt~mpts were ma ft e t o Pettnmt <" t he megnt t u,e of 

rurnl t.n~ebtedness, one 1n 1g -5 0 by the Fe1n1 ne Cornlllt ssion 

an~ the oth~r tn 1K9S by S!r Fre~rlck ~loho l son. rurther, 

~ ' lrlnr~ t h e .:Otb oent nry, tJpto the parttt1 on of I nt5 i e , a s 

many as nine esti lllfo t e-s V~ f'r e a tte...-.ptet't es to the nlAgnltuc'e 

of rural ln~ebtedne ss tn the undivtred J ndie. Tbeae 

estt ;nte s with reference yeors Are furntsh e d 1 n Table 1. 

The ~stl - B tes, though not strictly oompor~bl~ wJtb 

one another, oleerl y show tha t the magnt tude of rural 

ln~ebtedness continue~ to 1noren se OVFr t he perto~. This 

was portly because of prloe effects ottt "lOStly b ec Ause of 

unfavourable terms end conditions i mposed by the 

unorgen1sed suppliers of rttral credit. 

(b) ( i'stlnmtes of Rure .l Indebtedness 
atter the partition or IDd1s 

Soon aftt?r tbe partition of Ind i.e Jn 1947, GOI 

deot<'te~ to rev1ew the economic oon~1t1on of the r ural 

people, particularly r el ettns to in~ebte~ness, ono e ln s 

deoade. The first or its kind was the f amous All In~la 

~ural Crec!it !..",urvey in 1951-S2. Sl 'llllar attempt s wer e 

ma de r; t the en" of first deoAde { 1961-62} and elso fit t he 

end of seoon~ ~ecede 1. e. 1971-72. It ls gathered tha t 

3. Rey, s .c. Agrioulturel Indebte~ness tn tndte 1915 , 
p. 3. 
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T8ble~·1: istt metes ot Rural In~ebte~ness durtng 
~ tbe pre-pertltion ~ere 

~ - - - - - - ~ ~ - - - - - - - - - - - ~ - - - - - - - -
Nefer~noe Author/Agenoy 
Year 

Amount of 
Tlebt 

Generel remarks 

- - - - - - ~ ~ ~ - - - - - - ~ - -
1875 The Deooen Ryots 

Commission 

1 g~o th~ Famine 
Com-,1ss1on 

1901 

1911 

1925 

1930 

1935 

1937 

1938 

s tr F'redriol< 
N1oholaon 

The Fendne 
Conrn1ss1on 

Sir d:dwer~ 
Meolegen 

M. L. nerl1ng 

The Central 
Banking EnqtJ! ry 
committee 

P.J. Thoill8 s 

H~servE> Bank of 
Int'Ue 

~!S. 371/- per Base~ on 12 vtll egP-s 
temily in oombAy 

.ts. 4SO/­
million 

One-third of lend­
hol~\ng oleas tn deep 
debt, another one­
third in debt but wtth 
oepeotty to redeem debt 

Of Medres onl y 

One-fourth lost thetr 
lend for ~Elbt tn 
Bombay and only less 
then 1/5th w~ro free 
from debt. 

Rs. 3000 ~a sed on Madre s Study 
m1lli on tor { H~95 i 
the whole of 
Brl t1 sh IncH. e 

its. 4000 
million 

Rs. 9, 000 
million 

·S. 12, QOQ 
million 

fiS. 18, 000 
million 

:is.18,000 
million 

Based on the PunJAb 
figure ot Rs.900 
million 

Based on ProvJnotel 
Benld.ng Enqut ry 
Committee Heports 

1939 nr. R • .K. ~ttkherJee 2!. 22,000 
million 

1945 nr. s. N. Net du Rs. 13,000 
mttlion - ~ - ~ - - - - ~ - - ~ - - ~ ~ - ~ - - - - - - - - - - - - -
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similar survey wes oonduoted et t he an~ of third ~eoede 

(1981-82) but t he r esults of th1s survey er e not yet 

availAble tn publlshe~ form. 1 

In t he otne r pe rt of tn~19 (viz., PektstAn of whtoh 

.aengle~ esh v,es e p'3rt), there was no compr ehensive survey 

mede f or estlmettng rural indebtedness. However, some 

~stlm~tes of ~trel ln~ebte~ness perte1ntng t o the territory 

whJoh 1s now known as Bangl ~desh ere ave1l~ble from three 

stndtes oon~uote .. ln 1956, 1965 and 1974. ThA first one 

wes done by the i •heke Unt verR! ty Soolo-eoonondo ~'urvey 

Bpard, the seoond one was oond,toted by the then l est 

Pekisten ntreotorate of Cooperatives end the third study 

was ~one aft er the emergence of Bangladesh by the 

Benglanesh Institute of nevel opment s t ndles. 

These stul'l1es collected Sltch 1ntormet1o-n r ell!!ltlng 

to indebtedness of the rural people as proportion of ~trel 

fsmlltes in debt, average amount of 6ebt per family, 

sources of borrowings - 1nst1tut1onel or non-1nst1tutt onal, 

utillsetion pattern or contracted debt - tor productive or 

non-productive consumption purposes etc. Comparetiva 

information relating to these for India ann Bangladesh er e 

provided in Teblet·2. 

It is true thAt there ere e number of r. tffioultJ es 

for meldng a meaningful comparison of the sttrvey t nformat1on 

ot the two countries obte!ne~ at d1ss1mller point s of ti me 

end derive~ through e~opt1on of clfferent metbodologjes. 



Teble!2: Kprel nebt Position of tn~ta end Bengle~esh 

- - - - - - - - ~ - - - ~ ~ ~ ~ - ~ - - - - - - - - - - - - - - - - - - - - - - - - ---
India 

1 9 '>1- 52 1 961-6 2 
(e) (b) 

I. Pero~nt~ge of Hurel f'em111es 
indebted 6),00 

II. Average amount of ~ebt per 
f'e rnlly {5,447 

III. Souroes o f debt (Per Cent) 

A) InRtt tutlonel ~ 

t) Oov~rnm~ nt Teooevt ).90 

it) Co-oper~t1ves & others 3.70 

B) ·Non-tnstltutionBl 92.40 

1) Rtoh fermers & 
money-l en~ ers 75.20 

ttl Friends &. relatives 11.40 

111) Others 5. ~0 

6).00 

Rs. 647 

18.40 

6,70 

11.70 

s,. 6o 

62, 80 

lj , 20 

1).60 

1971-72 ' 
( 0 1 t 

44.00 

~ S52 

31.70 

7.10 

24. 60 

b8,3Q 

44.20 

1),10 

11. 00 

1. 

1956 
(e) 

~.1 :H 

N. A, 

N, A, 

95. 1 !t 

29.99 

S1. 90 

1).25 

8ft ngle~esh 

196S 1974* 
(b) (o) 

- - - - - - - - ~ 

lj). 70 

its, 275 Tel<a 711 

1), 86 

0.77 

1),09 

a_6, 1 At 

52,06 

2£i,S9 

8.49 

N, A, 

N, A, 

90.6R 

'53. 73 

32.37 

4. 58 
-------~~-~-----~~---~--~------~-----------------------TOTAL 100.00 100.00 100.00 100.00 100.00 100,00 

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

- - - - - - - - - - - - - ~ ~ ~ - - - - - ~ - - - - - - - - - - - - - - - - - - - - - - ~ 
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- - - - - - - - - - - - - - - - - -- - - - - - - - - - - - - .. - - - - - - - - - - - - -
In~ie t Bangle-'eah 

1951-'>2 1961-62 1971-72 ' 1956 1965 1974* 
(e) l b) (o) t ( 8) (b) ( 0) 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - _,_ - - - - - - - - - -
IV. t1ae o:[ Tlebt (Fer Cent) 

A) Production/Inv~stment 
purposes 37.)0 40.10 54.00 28.10 51.97 23.99 

t) fl errn )4.40 ) 6.60 49.70 20.30 42.76 N. fl . 

'1 ) Non-rerm 2.90 J. so 4.)0 ?. go 9. 21 N. A. 

8) Consumpti. on purposes 43.20 49.20 37. o0 68. RO 48. 0.3 72. 6.3 

c~ Repayment of ol~ ('tebt 4.00 5.00 1. so 2. 50 N.h. 0 • .35 

n ) Others 15. so 5. 70 6.70 0. 60 N. ;\ . ).0) 
-~~------------~--~-~---~---------~~--------~---------TOTAL 100.00 100. JO 100. 00 100.00 100.00 100.00 
------------------~~~---~----------~------------------

- - - - - - -- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
N. A. : Not Availabl e . 

9ouroe s: lndie: (e) HBI, 'All In~te Rurel CrP-~ 1.t Surv~y Heport (19 54). 

{b) .HBI, 'All TntHe f\ur l!l rebt a nC Investment ~)!rvey , 1961-62. 

(o ; RBI, 'Al l !nf'l1e Hural nebt enc1 Inv est ment ~yrvey , 1971-72. 

Bengla ~esh: ( e ) neooe Univ ersity Soolo-eoon om1 o survey 8oer<!, Hural Cr edit 
end T!nemplo:rrnent 1. n r:est f•etdetan , 1956. 

-

-

\...: -
-



T-.ble 2 (oontt!.J 

(b) DireotorAte of Co-operattvea, .Agr,Joul turel CresU' 
tn RAst Pakistan · , 1966. 

(o) Bengladesb Institute of nevelopment Studies, 
Famine Survex, 192&· 

* Stnoe this was a famine year, information cannot be t s ken as 
tndtoetlve of a normal year. rlut tbta ia the only oomprehens1ve 
stu~y ~one etter Bangla4eSh till 1981. 
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Even tn oese or tb~ same oountry suoh e oomperlson ta 

<Utftoult because or differences in oonoepts, framework, 

ooverege eto. emong the various surveys. However, though 

not strtotly comparable, the survey 1ntormet1on prov1~es 

breed guidelines of the relevant tssues rel nt1ng to both 

tbe countries. 

A perusnl ot informati on turnishe~ in Table 2 shows 

thet the proportion of households indebte~ oame down, 

V'llle, et t he same ti r,,e, the amount or ~ebt per tn~ebte,., 

fem1ly increased ov er the period in both the countri es. 

The rete of tnoreese of per family debt was more tn oese 

of Bangle~esh oompered to thet of Tndie. It was pertly 

because of rela tively higher annual rete or inflati on 1n 

oese or Banglodesb left~r ltberetlon) oompere~ to thet in 

India durtng the study period. Another explana ti on for 

the eooelereted rise in the per family borrow1n~ in oAse 

ot Bengleoesh is that the reference year of the survey we s 

e famine year (1974}. 

~ Among the sources cf the contracted debts, it is 

found th~t India is consistently shifting more tower~s 

institutional supply. The share of institutions in the 

tot131 supply of rttrel oredit in oase of India 1noreeaed 4 

times e t t he end of the thirc pPriod1wh1l e t he inorel:'>se 

wes only 2 times 1n o ~ se of 6angladesh. 1 This i mprovement 

in t he position tn oese of In~!a can pertly be ettr1 bute~ 

to Government efforts to strengt hen co-operativP-s by t sk1ng 
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vertous measures 1nolu~1ng reorgantsetlon en~ early 

1n~uot1 on of oommerct el banking for rurel ope r att ons.) 

An exem1net1on or the use pattern of ~ebts revea l s 

that the proporti on of ~ebts oontrs oted by the Innien 

~ebtors tor produattve purpose s inor~ese~ ov~r the perlo~ 

while it ~td not oonststently \noreese in OASe or 8engl edeshi 

rural debtors. ( It is heartening to note that et the end 

of th1r~ study p~r1od, Tart An r urel debtors ut•lised more 

then half of tbelr contrccte~ ~ebts f~r productive 

purposes while it wee even less then one-f~urth ln oeaA or 

Bangladesh! debtors. As such,a partial ~xplenAtlon of 

~eoline in this proportion a t the en~ of the thtr~ period 

mey be the famine conn!tlons existing tn Bangle~ash during 

the year of the survey. 

It is also observe~ tbBt the proportion or debts 

used for non-farm pro~ucttve purposes showed s grAdnAl 

rise ov~r time ln both the c~ntr1es. This c~n be 

nttribute~ p~ rtly to preference of thP people for adopting 

more non-far.n P.ot1vit1.es owi ng to (lecreesing lend-men ret1o 

resul ting from frsgmentett on ot hold~ngs end also pertly 

t o the poss1bllltie s of a reletiv~ly better r eturn from 

~tch eot1 v1ttes. 

II.2.2 Faators Respons1blP. for Kxoesstve ~ependeuce 
____. on Tfnorgen! self sonra.Jll!. 

( 1 ) !'overty 

A very lerge secti on ot the rural peopl e in both 

In~1. s enri Bengl~desh has lo~.: income en~ henc e tind 1 t 
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cHtft.o•ll t to settsfy tha1r o onsnmpti on end prot4uc t t nn nee~s. 

They remain un~er-rect, under-ole~ ent1 nlweya unct f.' r-nour!shect. 

The phystoel ~erioienoy resulting from poverty m~kes them 

prone to 111-heelth ero~ing their vttelity and stamina , 

forcing them to borrow mostly for non-produotive purposes. 

Further, es they hev~ no edequete property or resourc es to 

improve their t1nano1el ooncHttons or to oomply \\1th 

securtty requirements of the institutions 1nvo1ved 1n rural 

rtnenoe, they are oompell e~ to borrow from the unorgenised 

sources.) 

(~1) Burnen of Ano estrel nebts 

The rural people in both the c ountries from tlrne 

immemorial ere seen to heve reger~ed ~1soharge of ancestral 

debt almost es e religi ous obligation. Bes1~es a feeling 

ot moral oolJ geti on, law of inh eritance also acts es an 

i mportant rorce behind aooeptano e or the enoestral d ebts. 

Thet means, if a heir wants to enJ~y ancestral property, 

he is required to honour ancestral debts es well. But 

the greot irony is th et ~ost of the people er e , often, 

foun~ to be i~norant of the reel 1mpltoAtlon of the lnw 

that the debt of the ~ecease~ pASS OD to the heir only 

to the extent or the property lnberite~ by the heirs an~ 

it no pro~erty ts \nberited there is no obltget1on to 

honour the seme. 

These enoestral ~ebts are mostly secured from 

u.norgentsed souroes oeoeuse, 1n old deys, 1nst1tutlonal 
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supply ot rural oredtt weA etther eb~ent or very 

1ns1gn1tioant. 

(itt) tgn~renoe end tllttereoy or the 
/ r.tsedventege t! Groups 

Illit ~r~oy and t gnoreno e of the rural pPople form 

the prtnolpal obstAcles to their progress end even 

existenoe; they pesily tell into the olutohes of th~ 

shrew~ end intelligent money lenders. It ha s been said 

that money lend~rs tempt the villagers to borrow, the 

lawyers, who e re also frien~s an~ relatives of the money 

len<'ers, tempt them to 4n~rrel end the traders who ususlly 

ere the 

r erllng 

4 money lenders thems e lves tempt them to waste. 
5 

( 1950) dooumented how the villagers !.n PunJab 

thousands of rupees tor property worth 8 few hundred ot 

rupees, at most. 

(tv) High .Rates of Interest 

spent 

The rete of interest 1n the unorgen!sed seotors ta 

exorbitantly high. The Central Banking ~nqutry Committee 

round (1930) tbet tbo r etes of interest tn tbe unorgentsed 

seotor varied from 12% to Jo~. Besides, the oompoun~!ng 

ot interest furthe r enbena {?S the burden. The st tuetton hes 

not i mproved over neoedes. In e atudy rM~e by the ~bake 

4. Quoted tn Memoria c.B., op.olt., pp. 422. 

5. nerltng, M.L., PunJAb Pe~santry in Pr osperity en\1 
Debt, (1 950), pp. 262. 
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nntv~rst ty (1 9 5o) it w~s observed; "the rRtes ot tntPr est 

in some of th e rural e r Pes in Bengle~esh Rr~ es btgh to~ey 
6 as they were ebout helr e oentury before .n 

Besi~es the high r at es of interest, the bur~en of 

r a tes en~ taxes suoh as land revenue end irrigati on oharges 

also someti mes aggr avate the sltue tton pertlaulerly when 

TAll s1l ~ers mB ke e false demand. Tbus , 1n .seel th of Tnfli e , 

J et! is enc' J oshl noted, "the heavy lend assessment v:l th t ts 

rigid procedure of oolleott on is largely r esponsible for 

t he eggrevstton of the indebtedness."? 

Besides the taotors st~tPd above, gredt~el lnoreese 

1n the number of holdings of •tneoonomio size; leak of 

e~equete msrk.et1ng fao1ltttes; unremunerative prtoes for 

the produne, reltglo-sooiel-oulturet oblig~tt ona, neture l 

oelam1t1ea end famine oonditions also foroe the ~Jrel 

people to borrow from any souroe end primarily· from 

unorgantsed souroes. However, organised efforts were me de 

from t1 e to time tn order to ameliorate the oond1t1ons of 

the indebted rural people, which ere outline~ in the next 

aeot1 on. 

6. ~.lurvey HoArd, 
Eest P ek stan, 1

' 

7. ' 'ett1o, F . A. &. Joshi, P. C., " .~ eAlth of In(H~ , 197t>'l , 
pp. 280. 
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S li.01"1 ON II 

n.J OVERVIli\f' OF THE O!iGANISE'tl EF l4'0 RTS 

As steted eerlte r, en overview of the or~~ntse~ 

P.fforts ls mede in this SP.ott on for three period~: (e) a 

brief summery of the efforts mede by the aolontol rul ers 

upto the pert1t1on of Tn~1a (1947), (b) a rev,cw or the 

efforts! me~ .re frnm pert1 tt on of !n"t~ to the period before 

ue tlonalisett cn of oonooerotel b8nks and (o) en appraisal 

of efforts fro rn the period slnoe net1onel1set! on of the 

oom"~roiel banks to the t ermtnel yeer of the stu~y (1979). 

(a) 
/ 

The problems that were fecet! by the rurel people tn 

reger~ to their borrowings from nnorgenised souroes were 

of three types. Firstly, high rates of int erest end 

msnlpuletton of aooounts by the money lend F.rs led to e 

gre~t increase ln the bur~en of Indebtedness. Seoondly, 

for non-payment of debts, the ~ebtoro would lose the land 

to the lender e1 th er through outright sale at nominal pr1oe 

or in execution of deorees or through the exeoutl on of 

mortgages. Thirdly, when most of the lndebte~ people oould ---not pay-up the eooumulete~ debt, it ~~a neces sary to give 

~>" ·:.a dlsouss (a) '"1tbout mek!ng retorence to eny 
oountry because the t f·rrt tortes now oompr1 sing Inola 
and Bangle~esh were •m-'er the eame oolonial rul er 
during thAt peri ot!. 
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them some relief by liqu1~et1ng a pBrt of !t, i f not the 

full. l 

t in order to grappl e with the se problems, th~ tben 

rulers e~opted a three-pronged epproaob: 

(e) By pRssing sui table legiolett o.n, suoh ea, 

legislation tor (1) regulating moneylending, (11) imposing 

restr!otiona on trensfP- r or property, pRrt,ol.tlqrly land, 

ant! (111) liqul~ating pest debts; 

\b) Making on tbe spot surveys tor assessing the 

magnitude or the problem, end 

(o) By making elt~rnetlve errange~ent for organised 

supply or rural oredi t.) 

(e)(l) Legislation for regulating moneylending 

A number of Aots/Ordtnenoes were pas sed tn orde r to 

oontrol ussry, regulation of aooounts, regule tt on ot abuses 

in moneylending end reb~la tton calling for registration or 

moneylenders. s ome or these ere: Rul~s for the 4t! Justment 

of Debts, 1772; The ~eooan ~~rtoulturlsts' Reller ~ot, 

1879; rrsurtous _,cans Aot, 1918; Provinotal oneylenders 

Act (Various Ye~rs); tieguletton of Aooounts ~ot, 19)0, eto. 

{ejUf) Restrtotl cgs on tbe Trenafer of ~roperty 

/ To prevent transfer of len~ to th~ lend er on the 

pretext of non-payment of ~ebt,a numb er or Aots wer e pe s~e~, 

&tJOh es, The Court of ~~erda Aot, 1879; 1r~ osfe r or Pr operty 
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(e)(tU} Liqutdetton of l-"'est T'ebts 

A number of ~ots were passed tn order to p~rsue.,e 

the credi tor en~ the 6ebtor to come to e reasonable 

settlement tn the me tter or scaling ~own of debts. The 

rtrst move in this reger~ wee made un~ er the kules for 

AdJustment or nebts 1 n 1772 <"'urtng thE! time of ; ·erren 

Hgstings. Following the suggestion or the Central Banking 

Enquiry Com~tttee {19)0), a number o~ Provincial nebt 

Conotliatton Aots were passe~ {19)1-1940 ) . Some or the 

Provinotal Debt Settlement Legislations ~ven provt~e~ for 

compulsory reduction when voluntary reoono1111etory 

methods tetlet'!. 

(b) 

I 

Aseessment of the Condttlon or 
Rural In~ebtedness 

The then Government or drt t1 sh Inc:Ha t ook" stock ot 

the economJo oon~t t1on of th e rurel In61a rrom tt - e to 

time mostly under poltttoel pressure or to coll ect 

intormatl on on the basts of which tl!x/rAven,le retes could 

be tnore~se~. Usually, such es~essment of t~e oond1t1on 

of the rural ~eople wes done by Com~ ttees/Co~mtsstons or 

settlement survey opera tions end tnolu,ed nature end 

magnitude of rural indebtedness. 

{1) Comm1ttees/Comm1 sstons 

I Aooounts of inflebtedness of the rtJrBl people to the 

unorgenise«! souroes, either es en important pert ot the 

report or AS the full text of the report, wer e given by: 

Famine Commission, 1ft80 snd 1901; Fredrick Nicholson's 
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Report on The neyelopment or Agricultural Bank, 1895; 

Commtttee on Village Co-op@ratives, 1900; Royal Commission 

on Jrrtgstion, 190); Meclegan Committee on Co-operetJon, 

1914; Royal Co~iss!on on Agriculture, 1928; Central/ 

Provinatal Banking Enquiry CommtttAes, 1929-31; Len~ 

Revenue Commission, 193$; Agrtoul tursl Ftnence Sub-Commt ttee, 

1945; The Co-operative Plenntng Commttt~e, 1946; and 

Famine Enquiry Commdttee, 1946. 

(it) Settlement S11rvey Operet1ons 

During the first quart~r of the 20th century, meny 

~istr.lot aollectors or settlement officers oon~uoted 

village sarYeys mostly for revenue enhanoeme~t purposes 

but these studies incidentally carried a lot of information 

about rural indebtedness to uno~gentsed sources. In one 

such surYey, Mr. J.c. J eakson (1916}, conducted enquiry ot 

),42,108 families in a district ot Becgal end uneerthe~ 

substantial information about vertous espects of ~tral 

t nd ebtedne as. 

(c) Arrangements for Organised Sppply 

Government stepped into the flel~ of rural oredtt 

with the promulgation or Teooev1 Aots of 1a71, 1876 end 

1879. However, as Taooev1 ~oens felled to tnlfil the 

obJectives, two other Aots were passed, (1) Lend I mprovement 

Act, 188) end (11) J,grtcultur1et Loan l.ot or 1S84. Thft 

former provide~ for grenttng long-term ore~it While the 

letter wes meent to enable the Government to extend short-
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term produotton loans. 

1 To lmproYe tba situation, the then government 

following the recommen~Rt1on of Sir Fre~riok Nicholson, 

passe~ the Co-operative Societies Aot, 1904. Subae~u~ntly, 

Maolegen Committee (1914) examine~ the progress or the 

oo-operRt1ve movement Rnd tdent1t1e~ its ~ef~ots and 

weaknesses. On the reoom!Ylen"s tlon or this Co,:rrnittee, 

Provinoiel Co-ope ret! ve Benks WPre estgbl1 shed. ) en the 

passing of the Govornm~nt of India Act of 1919, oo-operetion 

beoeme e prov1no1el subjeot an" the provinotel gov~rnments 

passed their own oo-nperettve Aots. In this regAr~ Bombay 

Pr~s1~enoy gave the lead '1925). 

The Co-operative :· lenning C0mm!ttee (1946), 1~entit1ed 

e number or reeeons for the slow growth of co-operet1ves 

en~ recommended conversion of primary sooieti es into 

multi-purpose societies. The Committee also recommended 

that the RBI should ext~nd greeter finenoiel assistance to 

the oo-opEr~tives. The progress ot co-operative s was elso 

stucUe~ by the Agriculturvl Finance Sub-Committee ( 1946) 

headed by Prof. D.a. Gadgil. The Committee observed thet 

though the growth of oo-operetives was slow, the best en~ 

the most l a sting solution of the problem of egrloulturel 

ored1t is possible only through oo-operetlves. Cons1.~ering 

the limited resources of co-operatives en~ lP-rge 

requirements ot rural credit, this Commtttee al so, like 

Co-operative Planning Committee, edvoceted e greeter 
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pert1ctpet1on ot stete in strengthening the s ervices ot 

the co-operatives. 

( Thus, the story or organised supply of rurel cre~tt 
till the partition or India ts nothing but the story of 

1ntrot!uot1on ot co-operatives. J 

/ 

I REVIEW OF m\GANISEr 'Eli".FOifr S - CQUNTRX-WISE 

As state~ earlier, a revtew of the organised efforts 

towart!s augmenting !nett tutt onal supply of rural orecU t 

both in Ind1s ea well es tn Bengl8~esh 1• me~e for two 

different periods: (a) From the partition of In~ie to the -
perto~ before nationaltsetion, and (b) From natlonallset\on 

of comm~rotel benks to the terminal yeer of the study. 

INDIA 

(a) First PeJ1od - 1947-1968 

The review ma~e tn the earlier seotton shows thet 

meny or the measures tek~n b y the ooloniel rulers were 

legislative in cheraoter. Atter partition, GOt adopted all 

these acts With suitable amendments. Soon after the 

pertition, GO!, in order to take stook of the situation, 

instituted the Rurel aenklng En~uiry Committee (1949) wbiob 

sa~geste~ the formation of strong rural oo-operet1ve banks, 

~1str1o t oentr81 co-operative banks along wt th the 

development of a strong provincial bank es apex bo~y At the 

state level. ) Ap~rt from this Committee, the QOI s et up es 

many as 20 more Commlttees/Stu~y Groups eto. to intensively 

examine the probl em of rurel finenoe en~ make suitable 
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reoommen~ etions. ( The list of the Committees en~ stu~y 
groups set up from 1947-1968 is provt~et! in Appent!l:x A. 

we will not go into t!etetls of these reports. liRth P.r, 

some ref~renoes to the reoom~end et1ons of t he i mportant 

c ommittees will be ms~e tn the following pAragraphs: 

The ortgtnel RBI '~t provl~e~ for the orae tton of 

8 cell, known as J\grloulturel cretHt T'e-pArtment, to look: 

after th e ma tters relettng to rurel ftnenoe. Sltt the 

resouro~ position of the ~epartm~nt was inedeo.ue t e to meet 

various dcmgnds of rural or ed1t. Benc e, f aft~r partiti on, 

following the reoommendPti on of All InrtA Hurei ~redtt 

Survey GoUB11ttPe ( A!RCS~ ) l19 ?4 1 • two speotel funds were 

establish~"' by emenl"tn~ the iti3I li.ot: ( 1) .N~tt one l Agr1 0111 turel 

Cre~tt { ~on~-i~r~ Oper 8tlons J Fun~ end {11 ) National 

Agr,_oultural Credit (Stab111ss t1. cm} Funt!. : The former fund 

is meant to enable the RBI to give long-ter m loans to 

St ate GovP.rnments - parttotpattng in the shere oepital or 

Co-oper~t1ve BenKs,Land Mortgage Banks while the letter 

fun~ is to be utilise~ for the purpose of tao111t at1ng 

conversion of short-term loans into medium t er m loans by 

t he St Rte Co-operative Banks when, beoause of na tural 

celemities, repayment or short-te~~ loans becomes ~1ft1oult. 

BesJt!es the two fun~s mentione~ above, enother tun~ known 

e s Nett onal Agrf.oul turel Cre~i t ( r~eltet end Guarantee) Fun~ 

wes also established in the Ministry of Foot! en~ AgrtoulttJre . 

The establishment of this Fund we e too recommended by 
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AIRCSO tor giving grants to co-operatives through the st~te 

Governments for the purpose or \~,ting orr irrecoverable 

arrears especially after chronic end widespree~ famines 

end natural oelemi ties. ( AIRCSC elso e%emined the 

effectiveness of the various leg1slet1ve measures (as 

dtsoussed in the earlier s ection} a~ obs~rve~ that because 

ot the lnedeQuacy of supervising ma chinery, a bsence of 

eltPrnattve source of credit and the compel l ing nature or 

the borrow~rs• requirements, th6 moneylend er s wer e abl~ 

without much difficulty to evade almost all the i mportant 

provisions of the ena ctment s r clett ng t o the bu siness or 
-

money lending. ) Realising t h is, the ~o~~1ttee emph~slse~, 

time end again, provisi on of eff ec tive orgAnise~ suppl y of 

rural credit as the only solution t o the probl~rus emana ting 

from too much depenrteno e on tt,e unorgfln1se c1 sotiroes of 

rurel credit. I The comm~ ttee suggested an 1ntograted systetn 

of co-operative ere~1t strongly supported by St~t e 

perttc1pe tion. It also provided the blue print of a crop 

loen scheme unrer which ~ re81t wonlr be l i nked , on one 

side, to pro~uct1 on end on the other, t o ~rkettng. It 

also prescribed thAt oredit-worthiness of t he purpose 

rather than of the person should be the ori t eri on for 

sanction of loans. The Committee t'urth t>r recommen~et! that 

part of the credit shoulc be given in k1nn, t hat ~ redi t 

shoul~ be timely end ede~uete; that tt shoul d be closely 

supervised; tbet repayment of orefl1t sboul~ be ensured by 
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l inking it with marketing; ell these ere still oonsldered 

as eooepted pr1no1ples of rural crecHt st home end Abroad. 

Thus, the recommendations of the AIRCSC hove been of 

lestiftb importenoe in the sphere of rural ore~1t. 

1 The RBI i~enttfled the need for ftnanoing vtl l ege, 

oottege enc'l small soele t ndustr1es; for this purJ>Ose, 

the RBI A.ot was Rmen~ed in 1956. ) The run, for t ts 

reft ne no e entl tlement, ldentltlec'l 22 broad groups of cott r.ge 

end s mnll soale industries to be ftnenoed by oo-operettves/ 

Ftnenoe CorporAtions. 

(The GOI realised the nee~ for the devalopment of 

co-oD~retlves ri ght in the tlrst Five Yeer Plen (1950-~1). ~ 

In the Second r ive Year Plan, Government 1dent1f1ec'l opttmum 

size ot co-operatives - neither too small to be non-viable 

nor too large to be handled. The plan ftlso preferre~ 

formation or multi-purpose sootettes end reorgeniset1on or 

co-operative b8nks; it identif1ed the neec'l for establishment 

ot Relief end Gtterentee Ft.tDd at the s t ate l evel. 1 The 

Nettonel Co-operetlve ~evelopment end Warehousing Board was 

estebltshed 1n 1956 tollov.tng the reoommen~etton or AIRCSC 1 

to promote ~evelopment of oo-op~rettve eotiv1tt es in gP-nerel 

end to essist the progress of Y.:erebotJS!ng, procassing an;, 

marketing tn porttoul&r. In 1957, e Committee on 

Co-operative Lew WAS set up which erter review of the 

exlsttng co-oper Ative lews sugw~st f' d mo.,e.l bye lews for 

VArious types or no-ope r atives. 
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Meanwhile, the GOI r elt the nee~ for ev~lua t1ng th ~ 

perro~nce of co-operRttves by e n independent expert ~nd 

S1r .h~elool:n ""~rling, somett me Registrar of Co-o'Pe r Attves 

of PunjBb, wes invite~ {19S7) for the purpose. r erl tng 

recommen~ed strengthening of the oo-operettves, p~rticulerly 

bel ow the cHstrtot level. He e l so emphAsised the need for 

proper tre!ntng for the oo-oper e ttv e pe rsonnel. 1 The 

National Development Council (19S8 ) reviewed t he progress 

ot co-opera tives ana stlg,~ested t hl': t every t'emily ahoul~ 

be represented in the vtllabe oo-oper ntlves, en~ Teoc ev1 

loans should be routed on l y through co-op@r attve s.) In 

195$ , the OOI set up a #orktng Group on In~ustrlal 

Co-operatives to ex~mtne the problems end suggest measures 

to develop village/smell soele industries. In 1959 a 

riorklng Group on Co-operett ve Polioy was set up, which made 

A numb ~r of SUE;i;estt ons 1noluC! tng the need for oleer 

demarcation of the funotions of vfllago oo-operetlves e nd 

pencheysts an~ abolition of th@ pract1oe of nominating 

ohe1rmen of t he oo-operetive banks by the Government. 

( In order to examine progress end problems or orecH t 

oo-operettves, e Comm1tt~e on Co-operative Cre~lt wes s et 

up in 1960. 1 't he meln reoommendeti ons of th e Comm1ttee wer e 

(i) reorgani sa tion of prlmery oo-operetives withe oeiling 

of )000 r11rel !nPmbf·rs; ( 11) the cHstnnoe of the office or 
the oo-op~ r~ tivea shoul ~ be no mor e then 4 miles from the 

plaae of the memb er; (111) provt~e ored1t to ell 
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tenants or lease-hold ers; (tv ) in~tvidual member shoul~ 

oontrlbut e to tha shere oep1tel 1.n certain proportion of 

borrowings fro m the cooperatives; \V) RBI shoul~ !noreas e 

borrowal lhntts of co-operative banks; (vi) Teodev1 loons 

be route~ through oo-operetives; (v11J inoree se~ 

pert1.c1pstion of the ~tate Governmc>nts in th" e ·1tlity and 

loon oepital or co-operatives; en~ (viti~ removal of 

restr1ot1ons on local bodies, e~ucetionel tnstuti~ns etc. 

~epos1t1ng their ~lnds with oo-operetive banks. 

A study team on :Jo-operat1 ve Trst ning .ArrAngements 

(19b1) su~bested th8t not only the memb~rs but elso their 

nei gbbours shotlld be g1 ven tretntng tn principles of 

eo-operation. ' The teem also recommended inclust on of 

oo-operet!on as e subJect tn the ourriculsm right from 

sohool to University level. Another suggestton was tor 

replacement of tbe Central Committee for Co-opP retive 

Tretntng by the Nettonel aoerd of Co-operative Training. 

In the same year, t:tnother : .. orJdng Group on .Panc beyats enc! 

Co-operatives made proposals for demarcating the tunot1ons 

between oo-nperetives end PenchRyets enc suggest~~ meAsures 

for etfeotlve oo-ordinBt!on between them. 

Consequent on the r~ellsotion thet e lBrge shere of 

co-operetiv~ essJstenoe wee grebbe~ by forwerd olees, t he 

GOT set up ft speoi Al q;ork1 ng Group on Co-opereti on for 

bAokwerd classes (19b 2) J The Working Group examined the 
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extent or ~eprtvett cn of baakW9rd ol esses rrom th e benef1ts 

of the oo-operet1. ves ~uri ng the ti rst t v. o Fl ve Year Plena 

an~ snggested e number of ~ss1tr~s to augment oo-operat! ve 

servfoes to these oleases. Tbe Group reoommen~e~ 

development of speoiel oo-operettves for dtsedventegP~ 

ole sa of people, v1 z. • ;·orest-aum-L~bonr Contreat Soo1et1es, 

Ind11strtel Co-opflrsttves f or Tr1..bels, Selt ~o-operetlves 

eto. , For examining how the operation of Teooa~ Loans wes 

efteot1ng the operation of oredit oo-operat1ves, e Com~ttee 

on Teooevt Loans end Co-op~rattve Credit was instituted in 

1962 \1b1oh e~J~gest~d e numb er of measures inolucUll£ that 

the operet1on of Teooav1 Loans be evotded unless otherwise, 

essential. 

Leok of protessionalisst!on ot oo-operetive 

menegement 9t various layers of co-operatives was reported 

to be responsible tor slow growth of co-operative movement. 

Noting this, (oor set up e Committee on Co-oper a tivE' 

~dm1nistretton in 1963. ) The Co~tttee, in order to improve 

oo-operetive e~intstretlon, subsested e number of meem1res 

whioh include: elevating the status or the .Negistr~tr of' 

Co-operatives to that ot heads of other maJor State 

nepartments; performing r sguler eu~it work. as e statntory 

tunoUon of' the Registrar end dir~ottng ~istriot Central 

Co-operative Banks to regulnrl. y supervise pri mary 

co-operatives. The looal l eadershi p is to be ~naouregsd 

to assume f1el6 level re&\; onstbilt ti es whtoh, ~ooordtng t o 
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the Committee, oan elone make oo-op~ratlve movement live 

and heAlthy. Paucity or Investment loans was l~entitted 

as e mejor rector r~sponstble for low proo,~ttvtty and low 

incomes of the rural people. r _To atJgment run.,s for 

investments, GOI in 196), established e rettnsnoe 

oorporet1 on \':hioh ?-'as 1ni tislly k.nO\'¥n es hgri oul tural 

"~ertnance Corporett on ( .1\l\Cj . with the lntro~uct1 on of ARC, 

multi-egenoy ohAr aoter aeme tnto tbe sphere of ~1ral t\nance. 

1 In 1964, an informft l ~roup constitute~ by the RDI 

examined the existing tnsti tut1onel arrangements for 

agrloultlll'el credit. The Group SUf.bested oo-or{Unetton 

between short and long-t ('rJU structure of oo-operettvea. '\ 

It was hinted by the Group that ?rl mery Co-operative Credit 

Sooieties OAD help Len~ Development d~nks 1n the ttisoherge 

of their eot1vit1es. Two years later, a Comrndtt ee on --
Co-operation heeded by R.N. Mir~he, reoommende~ oertatn 

restr1ot!ons in the metter of admission to the memb~rsh1 p 

of oo-operative sooi a tles i.e. in oese of credit co-operative~ ' 

mone7len~ers should not be 1no1uded eta. The Committee 

oategorloelly empbas1sed thet lnsteed or the keg!strer or 

Co-operatives, eudlt assignments should be entn1ste~ to en 

independent egenoy. 

Notw1. thstending, various eftorts, many of the 

primary societies remained tinanclelly weak. \ As suoh, to 

a oonterence of the State ~in1sters for Co-oper~tlcn (1964), 

tbe need for reorganisetl on or these week primary sooi ett es 
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through em.etgemotton of non-viable units ant! l i out(tetton 

ot tletunot ones wes emphestse~. With a view to tmproTing 

the f!nenotal t!1sctpltne of the co-operative banke, certain 

provisions of the ilenid ng t egul et1. on ;\ot en<! the RBI Aot 

were ext~n~etl to co-operative banks in the y~~ r 1966. 

Aocor~fngly, the KBI got the power to insp~ct any 

co-operative bank, tnstruat them to maintain re(,.,uired cash 

reserve ant! liquldltJ ratios, ask for submission of regular/ 

special returns end to obtain licences for opening ot e new 

Co-operatiTe Bank/branch. 

A heated t'lebete startet't in the m1d-s1rt1es about the 

role of oommerotel benks towards e greet maJority of the 

people. It can be noted here that following the 

recommendati on of AI RCSC, the then Imperial Sank or India 

was converted tnto St~te Bank ot India (19S5), eastgnins to 

it 8 speoltlo role 1n the provision ot rural crecUt./ aut 

the performance of other maJor banks wea an 1nd1oet1on or 

total indifference to the needs of the rural people. 

Therefore, Sooiel Control on Commero1el Banks WAS i mposed 

in 1967 to regulate operet1 ons of the maJor oommerotel banks 

in contormtty with nettonal priorities. As a pArt of 

commerotal banks' move to direct their oper~ tJ ons 1n the 

rural areas, Indian ~enks' Assoc1et1on promot ed an 

organlsetton known es the Agricultural F1nenoe Corpora tion 

(1968) with e view to tec111tet1ng the commercial banks in 

identifying end promoting proJects releted to agriculture 
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and allied ect111ties. J Besi~es ARC en~ ArC, enother 

organisation known es Agricultural Cre~it Corporation ( J.CCJ 

was set up ln 1968, follow,ng reoommen~atton of the Informal 

Group on the Jnst1tut1onal Arrangements tor Agricul tural 

Credit (1964). ACC was meant to help promote egrtoultural 

credit operations tn those States whtob coul~ eohieve only 

limited success in tbe field of rural credit- ~t~tes like 

RaJasthan, Orlsss, BihAr, Assam, West Bengel an~ otber 

~astern t erritories. 

The above r eview of the org8n1se~ effor ts, shows 

thet veri ous measures were taken from time to time to 

strengthen the co-operative movement tor rural development. 

Formation of the SBI and lts subsequent take over or efght 

formerly stete Associated Benke ms~e a small beginning in 

the sphere of rural oredlt by commercial benks. There~fter, 

the creation of AFC and social oontrol or~er on banks 

tn~loate the concern of the relevant authorities to involve 

commercial banking system in e big way in provi~ing rural 

oredtt. 

(b) Second Pert ocJ - 1969-79 

The first peri~ (1947-68 ) that \~ heve discussed 

earlier was en era of co-oper~ttves. It is evt~ent from 

the fact that out or 21 Commtttees/stu~y Groups 1n thet 

per1on none wes ~evoted to oommeroial banks. The sttustton 

ohenged ln the seoond peri~ (1969-79); during this perio~, 

around three dozens (J) ) of Committees/Study Groups were set 
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up ot whiob halt were ~evoted to fln~ing ways and means of 

involving oommeroial banks in a greeter way in the field 

of rural tinanoe. An exhaustive list or suoh Committees/ 

~orking Groups is provi~ed in Appendix B. In the following 

few par!graphs, we lnten~ to make reference to the cruoial 

recommen~ations of important Co~~tteea/Study Groups. 

~e may, however, mention at the outset that the moat 

important event of this period was the netionaltsat!on of 

1~ major oommeroial banks 1n 1969 giving oleer-out direottves 

to these banks to extend and ecoelerete their operAtions in 

the rural areas. Stepping up commercial banks' rural 

operations oonverted oo-operatlve-oriented rural finance 

into e multi-agenoy field of operation. 

The report of the Rural Credit Review Committee 

(RCHC) was published in 1969. The Committee after examining 

the progress and problems of the oo-operatives along wtth 

rural brenohes of the SBI group, recommended reorganisation 

ot rural oredit department in the RBI by establishing an 

Agricultural Credit Board; reinforcement of ·tbe ftottvlties 

of the AFC end oreation of Rural Eleotrifloetton Corporation 
es 

(RBO}. The Committee noted with conoern weelmes&" as in many 

of the primary oo-operet1ves end suggested their immediate 

revitelisetion. Noting the 1nadequsoy of the 1nstftut1onal 

supply of rursl credit, the Committ~e suggested greeter 

involvement of oommerolel benks 1n the tiel~ of rural ore~1t: 

11Co-operstlves should be strengthened, but the7 would be ell 
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the better - an~ the termer better serve~ - tr other 

tnatltutions eo-existed ~ith them 1n a healthy competition." 

(pp. 411}. 

~he most important observAtion ot the Committee, 

however, wea thet the weaker seottona ot the rural community 

continued te reoeive very limite~ help from the ored1t 

co-operatives. The Co~tttee opined that if the fruits ot 

development continue to be ~en1ed to large seot!ons ot rural 

community while prosperity ac~rues to some, the resulting 

tenstono - soo1el end eoonom!o - may not only upset but 

eva frustrate net1. onal efforts to step tlp agr!oul turol 

pro~uotion. Therefore, the Committee recommended 

development of suitable institutions like Small Farmer 

nevelopment Agency (SFrA) end Merglnal Fermer end 

Agrtoulturel Labourer Agency (MFALA). It is heartening to 

\ note that the OOI set up these agencies during the B'ourth 

Plan. 

During the same year (1969), the Study Group on 

Organ!settonal Framework for tbe Implementation ot Social 

Objectives beaded by Frot. n.R. Gadgll recommended adoption 

or "eree approach" for the development ot ored1 t end banking 

on the basis of looel con~1tions. The Committee elso 

propose~ integration of ~striot Credit Plane with other 

developMent aot1v1ties ot tbe ~istr1ot; besi~es dtrect 

f1nsnctng, banks mey e lso provide ttnano e thro,tgb crecUt 

co-opurettves; supply of edeQuete ore~1t at reesoneble 
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terms to disadvantaged olaas; provision of better training 

feoil1t1ea for the steff tnvolYed in rural rtnanoe; 

arrangement for linking ored1t ~itb marketing, eto. 

( In a oonferenoe or the State Ministers on 

Co-operation (1969}, ; 1t was recommended that rural loan 

pol1oy should be production-oriented; rev1tal1sat1on of 

primar.y co-operatives should be expedited and suitable 

emen~ments to oo-operattve Aots/Rules/Byelaws be made as 

early es possible. As oommerotal banks were reported to be 

fao1ng problems 1n the smooth dtaoherge ot tbetr operations 

because or ver1ous Stete regulations, an Expert Group to 

Stu~y the Stete Enactments hevtng a bearing on oommerolal 

banks' len6ings to ~rioulture was set up in 1969. The 

Group tdentitie~ speoifio legal bottle-neoka end suggested 

suitable amendments by the relevant State GoYernments. 

Almost all the committees emphasise~ the need tor 

aut teble training of tlle steff of the ege.noies involved in 

rural rtnence. Ibis is why with a view to i mproving the 

fooil1t1es or training srren~ements, particularly, for 

oommero1al bank employees serving in oonneotion with rural 

operet1ons, e speo1al1sed training coilege - College of 

Agricultural Banking - was established by the RBI tn the 

year 1969. 

To bring ebout greeter oo-ordlnetion among the 

f1neno1al egenotes operating in the rural Rreas, the AFC 

1n1t1etcd steps for the rormet1on of e nationAl l~vel 
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Consultative Committee end with the suggestion of the 

National Consultative Committee, Stete/ntstrtot Level 

ConsultRtive Committees were formed in 1969. In somewhat 

similar pattern, Banking Co~saton (1972 ) r ecommended 

tormetton of e Co-ordinati on Committee et the ~lstrlot 

level with representatives of vertous l en~lng egeno1es, 

with the aentormoat officer of the State Government 

in-obarge of development or the dlstrlot 88 the Chairmen. 

Following the reoo~endett on of the Gedg11 Committee, 

the RBI introduo ed .I..eed Bank Scheme in neoember 1969. ) The 

bank, wbioh is ~•signed the lead role, ts expeote~ to ~ot 

es the oonaorttum leader and plan for opening new branches 

tn unbenked areas end allooete reaponaib111ty among benka 

end other ttnanatng tnst1tut1ona tn meeti ng credit nee~a 

ot the district. 

Reportedly, trtbel ftreas ere relatively under­

developed - both eoonomtoally snd oultttrelly. Bewe Study 

Group (1971 J examined the issue en~ reoommended oreet1on 

ot Lerse Size ~ltt-purpose eo-operative soot ettes to provide 

the tribal people wtth, emong others, ~ll types of ore~tts 

inolu~lng those tor social obllgetton and consumer 

requtsttea; t eohnioal gntdenoe; err!tngement tor merlcet1ng 

eto. In the same yeer (1971 J • Farmers Servioe Societies 

(FSS) were also developed on the interim suggestion ot the 

National Commissi on on Agrtoulture tn order to enable 

termers obt81n ell inputs tnolut1ing ma rketing at e single 
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oonteot point. The Commtseton subse~uently mede turther 

reoomme~stions whloh inolu~e, among others, integrate~ 

supply of both production end investment credit; aoallng 

down or past ~ebts of ~isadvanteg~d class; arrangement to 

ensure minimum prioe of a~oultural pro~uoes an~ 

intro«!uotion ot crop insurance. 

The Working Group on Co-operation (197Jl translated 

the v1eb1lity criterion of co-operative banks into oonorete 

terms - a minimum oredtt business or ~. 2 lakha. 

The operation ot Len~ nevelopment Banks was studied 

by a Committee (1974) which recommended, among others, 

integration of both short en~ long-term structure ot 

co-operatives only tn the smaller states llke Assam, Trlpure, 

Jammu-Kashmir, Himachal Pradesh etc. Mounting oo-operettve 

overdues became a matter of oonoern to both the sgenotes 

end the Rai. In order to examine the problem end suggest 

suitable measures, RBI constituted the Study Team on 

OVerdue& of Co-ope rative Institutions (1974). The team 

identtflec! various footers oauslng over~uea or the 

co-operatives end suggested measures including cert1ttoetton 

ot annewar1 oy the 1·1striot Collector; autometio 

d1squal1fioat1on or the members of the ~ anagtng Committee 

tf the amount ot ~efault/number of defaulters exoee6 70~ ot 

the totel demand/total members tor e continuous perio~ of 

two 7e9ra; 1ntro~uotion or penal rate of interest; 

programme for reba bill t Rtl on of genuine defaulters :pr oviding 
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oonvers1on teoility eto. 

The question whether simultaneous operation or oredit 

oo-operetives en~ Len~ ~evelopment Banks create~ problems 

tor both of them, was examined by various Committees/Groups 

as a part of thetr terms ot reference, e.g., the Informal 

Group ( 1964), aoac l196<;} end Net1 onel Commtssi on on 

Agriculture ( 1976). The first two suggested some kind of 

egenoy bnstness to be performed by primary co-operatives 

on behalf or Lend nevelopment Banks while the third hinted 

unified oot1on or the two structure of oo-operettvos through 

FSS. Lack of unanimity over the issue led to the 

constitution or the Committee on Integration ot Co-operative 

Cre~tt Institutions (1975) Whtoh edvooeted integration ot 

both the structures beginning with primal'J level end then 

intermediate end apex level in a phased m8nner. But, over 

this issue, State Governments hac! divergent views while 
1 

Not\onal Co-operative L!tnd Development Benks Federation ~a 

well as State Land Development Banks opposed the deotsion 

on integration. I The Agrioulturel Credit Board or the RBI 

oonsidere~ this issue (on 1Sth July, 1977) but felled to 

arrive at a onnolustve deotsion. But the Board oame to 8 

Gonsensus eb~1t the egenoy work by primary ored1t aooiettes 

tor certain eottvities on bebelt of the Land Development 

Banks. 

tnsptte ot stgn1t1oant progress mede by the 

oo-operattves end ~1rel brenobes or commercial banks, the 
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benefits have not been percolate~ evenly t o ell t he seott ons 

or the rural pop11lat1 on, perttoul erl y, to the tHsadventAge~ 
I 

oless. 1 With ~ view to finding ways en~ moens to chenneltse 

increase~ amount or rural oredit to tbe disAdvantaged oless 

of the rural community, GOI eppoint et1 the Working Group to 

Review the Flow or Insti t ,Jti onel Cre-'it, especially, to the 

~esker Sections of the Community \197~}. The Group stressed 

the DP.e~ for promoting a new institution wh toh combine s the 

looel reel snd tem1ll 8r1ty as the oo-operRtlves have end 

the modern bnsiness orgenisetion, commerci al d1sc1pl1ne , 

ability to mobilise resourc es end eocess to the central 

money markets wbich the o ommerc1el banks have. Wttb thi s 

retlonele, the Committee r~commended establishment of 

Regional Rural i3enka ( HRBJ. .tt'ollowtng tbis r eoom.menNatton, 

GOI created RRBs promulgnt1 ng en ordinAnce on 26th 

Sept ember 1 97 5. 

Agencies, supplying rural oredlt, whi l e exeminlng 

credit-worthiness do not take into constder e t lon requirement 

of borrowed tun~s for consumption purposes. Consequences 

of not taking into oonsl d~re tion oonsump~~n nee~s of t be 

borrowers are ~tverston of loen r e sul ting in poor r epayment 

performance ot t he borrowers. Apprec1e t1.ng t hese , the 

Committee on Consumption Cre~tt (1976 ) popularly known e s 

Sivaremen Committee, r eoommen"e<J tntro~uotf. on of consumption 

credit for ~i. aadventaged ol ess of' the community. 

RRBs started oper qtf on tn 1976. As t he se benks wer e 
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reporte~ly feolng problems while operating in the rural 

areas a ReYiew Committee on Regional RurAl Benke beede~ by 

Prot. M.L. ~entwale was set up ln 1977 which made a number 

of suggestions 1nolu~1ng the following: Expens1on ot NRBs 

preferably tn the erees wh~re T1str1ct Central Co-operetiYe 

Benke ere weak; Instee~ of GOI, RBI ehoul~ be e sbarehold~r 

of RRBs; Loo8l partici pation shoul~ be vroYlr.ed for in the 

share capital as well es in man~gement; oommFrcial banks' 

rurel business (through rural branches) shoul~ be hende" 

oYer to &RBs in e phese6 manner; ell rural dtsa~vantege~ 

families either with or without len~ ehoul6 be considered 

for finenolel eocom;~etlon; creation or ~Jrftl ore~1t 

trAining centres by eaoh or the sponsor benks to meet 

tnoreest ng training needs or RHBs under tbelr sponsorship. 

~ith the lntroduotlon ot the ~las (1976), multl-esenc7 

pattern or rural f!nence got strengthened. Eeob constituent 

segment had nt course, ~eveloped its own ch~reoterlstic 

teetures an~ made its oontrlbutton to the ov~rell system of 

rural finance. However, es the multt-egenoy epproeob geYe 

rise to s nul!lber of problems, such as, ov er-tlnenoing, unl!er­

t1neno1ng and multiple finenolng lea~ing to flnanotal 

1ndlo1pl1ne end ~l•erston of soaroe resources for 

unprodUGt1Ye purposes besi~es oreetlng unhealthy oompetttton 

among the involved egenotes, a Working Group on Multt-egenoy 

Approach tn Agrloulturel Finance was set up, the report of 
' 

whloh was submitted in 197g. The Group un~erlinlng the nee~ 
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for e~reotive oo-or~tnetion of involve~ egenotes et the 

gressroot level, suggeste~ e number of measures whioh 

included tunotional ~emeroetton or eeoh of the agenotes; 

development of consortium orrengements; preference to RRBs 

tor opening new branobea; ~doptton of uniform pett~rn of 

interest retes by ell tho egenotes; popular1set! on of 

Agrtoulturel Pass Book by the borrowers, etc. 

The issue Whether the ~isedventeged ClDSS Of the 

community oould not reo~1ve the1r due sher e tn rural oredtt 

owing to high rates of interest o f tnstttutionel oredtt ~s 

examined by a Study Group (1978 ) whtoh suggeste~ ntrt erenttsl 

aate o~ ,.ntereat ( ~RI) ror oortetn ect1v! ties t o be teken up 

by the dtsedventege~ group. In terms o~ nevelopment cre~it 

AgreeDLent with I ! ·A ( 1976), 1t was t!eotded to examine the 

poaa1bil1ty of extent1ng term loans also at e Ditferenttal 

Rate o~ Interest to the benefit o~ the dlsedventeged cless 

o~ the rural oonlurunitT. The matter was again taken up in 

tbe twenty point programme of the Prime Minister of India 

and a Committee on rRI, es also e Committee to exemlne 

agricultural oredlt under 20 point progr~rne, were set up 

in 1978. 

Oomm.eral~tl banks, a s stated earl i er, were operet!ng 

in the rural erees mostly on the bests or ~Area Approeoh"/ 

"ProJect-Oriente~ Approach". These approaches crested a 

number ot problems as i ~ent1t1e~ by an ~pert Group on 

Agrioulturel Cre~1t Sohemes of Commerclel Banks (1978} . The 
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Group apprehen~e~ that e~optlon of e f ew vlllegee by some 

oommerotel banks m8Y lead to t he neglect or otb~r vil l ages. 

As the e ppltc nt1 on forme ust?d by the oommerotel banks wer e 

emblguoue end lending prooe~ures l engthy, the Group made 

suggestions relet1ng to ~~e form of loan eppltoetton, 

~ooumentett on en" other proo e~~tres. ) 

~eoovery or t er m-loans of ~~r9l brenobe s - es poor. 

Therefore, e Standing ~ornm\ttt?e on P.grtoulturel Loans 

through CM'Jlnerotel S~~tn ks was s et up b ;1 AR~c ( 1979 J to 

examlna this problem an~ s~g~est remedial mP nsures. A 

number of su;;g~"ettons to 1:nprove the rF>oov9r y :Jerfot"nlenoe 

of t er ':'ll lend!ngs of oommeratal benke wh1.oh were sdvenoe\'1 by 

the Comm\ttee tnolu~ed , emong otbera: 1~provement in the 

stfllf! post tion or the rurel brenohes; toning up supervision 

over the end-use of oret!1t; ua!ng oemp epproeoh 

~ssool~t!n g orrtct~ls of th~ Revenue ~~pertment, Blook 

nevel opm!!nt orrto ~ I! nd Agrl ~u 1 t ural T',.partment; en,e pu raul t 

or 9 pcl tcy ot w1th~rewel or credit fea1 l tttes to e 

defaulting borrow~r or any or the oo'IUp onent uni ts or multi-

8gency. 

F1nnl l y, et t h e instanc e or GOI, RB! appointe~, on 

Ueroh JO, 1979, a ~omm1 ttEte unt=t er the Cbe1rmensht p of =:hrt 

A. S1v~remen, to ~ ev1ew the Arrengemente For Inst! t u tlonel 

Credit for llgrloul ture en~ Rural "!"'«!Vel crpment ( CRAFIC ~R"' ). 

After oeref'ul1y exem1ntng the pert'orr.leno A of vArious 

institutions involve~ i n r 1ral t'f. nanoe tnolu~illb RBI, ART'~ 
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end AFC. the Com~1ttee. !n or~er to eohteve the objective 

of 1nte~rate~ rur~l ~evelopment in a oo-ordlnete~ en~ 
\ 
I integrate~ approach by ell the egenotes. r~oo~~en~ed 

oreetl on of' e ~et1 onal Benk for Agrlottl ture ent~t nural 

r evelopment ( N/d:3JIJ(T1, mergi ng Agriculture Cre~tt ,..epPrtm~nt 

of tbe RBI en~ AR~c. ~ome ot t he other reoo~~n~~ttons of 

the Coa~tttee were: greeter dev~lopm~nt-or!entation of 

the involve~ egenoles; intro~uot1. on of ~1sori r>Jin ,. tory 

t$rms en~ oon~tttons ln favour or ~fR~dVAntA6~~ ol Ase; 

trensfer of the N9tlonal ~tgrf.oulturel ~re~nt {.:...Tr·J an., 

Not1onel Agrl~ultur!'l :!re~it ( ~~teb111set1on) to Nrt'3f.R~; 

flex1b111ties in r ural benklng hours to suit th e s easonal 

nee~s of the rural people; ebolltlon of the requtr~m~nt of 

oolleteral se~urity from the diss~venteged olRss of th~ 

society; en~ 1mprove~ent of oo-or~~n~ tion e~ong vAr! ~us 

egeno!es engage~ 1n rural f1nenoe. 

~ s stetet! eerlter. progress of or~~an1Aet' '!'lffol~t a tn 

Bangladesh 1s sketohe~ for t~ per1ot's : 

(A) First .f'eri oc! - 124Z::.'U 

Organised efforts in the 1n!t1el per! o~ a~ntr~d 

erounc! the ~tu~y nf r nral 1D~ebtedness An~ 1ts lmpeot on 

egr1 cml turP-1 o on~ i tions. co-operative movem()nt stP.rte~ 

spreec!1ng ~ur1~ the colonlel per1ot'. Imm~~t"tel y aft er 

the pert1t1on. Benglec!eeh ( ror~er E~At Pekistsn ) st ~ rte~ 

without en epex Co-opP-rAt!vA denk es the Bengel Yrovtnoiel 
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hee~querters in Calcutta. To fi ll thts gep , ~ new 

Provlnotal Co-operative Bank, viz., t he \;est Fe idstan 

? rovinolal Co-operative BAn~ ~td. wes estebllshe~ tn 1949. 

Though the Ltate Bank or ~J akie tan (SSP i was 

estsbllshe" in 194;i , it he~ no sepsrate t!epsrt!llent to deal 

wt th the problelll or rural credl t ··mt:t l 195). The amendment 

or the State .:,enlc of Pakistan /!ct (19.S6J :ua~e tt obligatory 

for the aenK tc ffis lntein 6 separate Agriculture cre~lt 

repertment. The cre&tion of e tund known es Rural ~r~<! tt 

Funrl wes ~lso provided ror by thf. hot to ~nebla th~ Rank 

make medium-term loans to the ln\ clove~ £'ger.ot a~ er.~ @tl so 

to offer c onversion rec111 ty to the ~o-opF rativP Benke y:hen 

the letter were unable to r epay en g enuine gro~n~s ltke 

neturel celam1t1es eto. 

The :i eid .. sten i< gr1aulturol :~.cquiry Cor::n!ttfl e \ 19?1) 

su_.·gested the nead ror strengtllen1ng c o-operet1 vt:s Anet 

promotine:; suitable institution to prov1~e credit to 

egr1oultur1sts. As the oo-op~rattves wer0 t hen mostly 

eng~~ed in short-ter m pro~uoticn ~redit,the Gov~rnment in 

1951, fe.it ~he necessity of ~evelop1ng on tnst1tut1on to 

provt~ e 1ae cU um and long-term investment l oAns. Thns, t !' o 

Agri cul 'tul'e.i .,...ev~:. apmeut Finane e Corpor~t1 on (I,T'f 'J ; oe!Tle 

1 ntc oeing in 19 52. 

£tiP felt the need for h~v1ng e fiel~ lev~l surv~y in 

orner t~ procure first henf. tnfor~atton ~bout th~ problem 
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of rural cre~1t. As suob, a t th~ 1nst-nae or SoP, r beke 

Unlversi ty Sooio- ~ .oonomio !-.~search Bo~ rt' oonr: uo te~ e 

survey ( 1956) known e :-: Rural Credit en~ rrnempl oyment 1n 

Eest Pakistan. While t he survey prov1~e~ useful tnfnrmat!on 

relettng to verious espeots of rural credit, i t refrelne~ 

f rom making eny pol1Gy r eoom:nenr etione. 

Meanwhile , the Government observe~ that the 

performsno e of credit oo-op~ro t1 ves i n roger~ to supply of 

short-term ore~it 1n t he r ural areee w~ s unsetier~otory. 

Thus, to s~pplement the eff o~tu of t hE oo-opGr et! ves, e 

separate specialis ed insti t ut1 on XnC\-lU as "..e;r!. c\11 t urFl Bank 

of Pakistan {f,f..P) was entaol1shed in 19 5? . r.ow~ver, 

realising tbet there is consldereble ovcr l ep 1n t t.e funat1ons 

ot AT'·FC and AB? end followi ng t he r eoo:runent ~ti on c~ r Gred1 t 

l:nQu1ry Conrn1ss1 ou { 1959 j tbesa two ins t ! t1·tt ons wer E' merge(! 

in 1961 to for.n a uew 1nst1 t ution knov.rn ~s Ae;ricllltural 

l·.ovelop!nent J caK of ? ak:istan ( A:!:.~.? ) . 

oesid es su~gesting merger of Al"' V ·~ anc ·" iJ? , Cred! t 

~nqu1rJ ~oMmission, e fter due s orutiny of the pr obl em of 

rural. or ac.Ht, mde a a umber or su~.;£ est1 C~:ts \·:b!ch i noluc!e: 

taooevi Loans, unless oo~pel l e ~ , be e voidg~ ; oo-operet!vee 

be s ive" meJor role i o rurel ~rad1t; ror~t!~ or single 

purpose oredit co-oper ati ve so~1at1es; ~re~tt ~o-operat1ven 

be restreiued 1'rom oon:uero! el l end1ngs ; l!er ger of the 

Central Jo-ope r etive ~anks "1th t be ~pex Sen ~ ; ~o-operet1ve 

aenke be b1~usht uu~er ~1reot control cr SB~ ; oreeti on or 
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Peoples F1nence Corporation (PFO) to exten~ oredlt to non­

term smell borrowers; development ot training arrengemonts 

by promoting treining institutes aepe~etely tor eRoh or the 

egenotes involve~ tn rural ttnanoing; introduction or orop 

anc1 livestook insurAnce end formation or l{urel ~re<11t 

A~Yisory Commdttee to promote oo-orc1inat1 nn among the 

ageno1ea involved in rural oredlt. 

In order to step up produotton or food gretna, the 

Food an~ Agricultural Commission (19c O), e~phaataed the 

need for e~equete and ti~el7 supply or rural cre~it both 

tor production and investment. Provision or credit without 

ensuring supply or inputs may not help the t ermers derive 

tull benefits of the ored1t. To improve supply oon~it1ons 

ot inputs, Government of East Pakistan proaoted the 

~ioultural r.evelopment Corporation (1961) following the 

reoommen~ation or the i'ooc1 anc1 Agrloulturel Commission. 

The three-tier oo-operetive a7atem was round to haYe 

been slow in delivering goods to the people. In the seeroh 

ot an al ternetive, en experiment lmown a a "Comi l le faoc1el " 

started 1n 1963 end, following encouraging results, the 

model baa been adopted through the oountry. 

A deoed.e after 'f.!baka TJniveraity Stu"y (19S6), Eeat 

Pakistan co-operative nireotorete oonduotec1 a field level 

atuay to enquire into the obenged oon~itlon, if any, tn the 

field ot rurAl ftnanoe. The study - Agrioulturel Credit in 

Eaat Pakistan (1966} oolleoted huge 1nform8t1on relating to 
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verloua aapeots or rural ore~lt. However. the Stu~7 Group 

~~~ not make any epeolflo reoo~en~ etlons. The rtn~lngs 

ot tbe Study on Asrloultural Cre~lt 1n ERst r akteten was 

examined by the Committee on Agrioulturel cre~lt tn Rest 

Pakistan {1969). It emphasised the need for supply of 

adequate rnrel ore~ lt along with the need for devel oping 

ftnanotally viable oo-operattvea. Tven b~fore eny measur~e 

were taken on the beals of th1e reoommen~a tion, the 

11 b~reti. on movement of Banglsdesb starte~ . 

( b j Seoond Perl od - 1972-79 

Aft er the liberation ot aangladesh. all major 

oo11111erotal bmucs were nationaliaed (March. 1972). After 

reorganisation. these nattoaal1aed banks were a~vl ae~ to 

extenr and aooelerate their operations in the rural areas 

to supplement the efforts of the other extant egeno1ea. 

This epert. ~Ast Paklstftn Agrloulturel nevelopment Bank waa 

rename~ sa Bangladesh Krt shl Bank in 197). 

To review the rural orecUt sltttetion in the oountry, 

Benglade8b Bank (Central Bank of Bansledeeh) set up (in 
one 

1972) two Study Groupa,/on Agrtoultural revelopment Bank 

and the other on Jettya Same baya Sank {State Co-operative 

Bank). 

These Study Groups examine~ the strengths an4 

weaknesses or the two maJor 1nat1tuttons involved 1n rural 

oredit and indtoated guidelines for their operetton after 

the emergenoe of Bangladesh. 



Soon after the ltbereti on, "Comllla Medel" of two­

tier co-operatives WBS incorporated in the first Five Year 

Plan (1973-78) to be re~lioeted throughout the country as 

a programme known ee Integrated Rural ~evelopm~nt Programme 

(IRDP). The I li.DP elms et formation of termers aoo1et1ea 

en4 making available credit, inputs RD~ other support 

services at one oonteot point. 

In 1973, GOB requeate~ GOI to send en expert fro~ 

the RBI to stu«J rural ore~it problems ot Bangledeab en~ 

suggest appropriate aotlons. As auoh, nr. Kurtawale trom 

RBI visited Bangladesh end studied tbe rural oredlt 

situation. Be suggested development ot viable oo-operet1vea 

and en Increased role ot c~ero1al banks. After the 

in~uoti on of Commerotel Banks, rural oredl t SJSte!l assumed 

a multt-egeno7 epproaoh wblob creoted problem ot overlapping 

end the need for co-ordination &MOD6 the egPnoles. To 

overcome this, Bangladesh Bank established st~ndtng Rural 

Credit Advisory Committee ln 1974. 

A rapid expansion of ~B and 1noreeaed emphesis on 

oo-operattvea, created a problem tn regerd to ava1labll1t7 

ot adequate trained steff. To examine the training needs 

and suggest auitable measure8 tn order to improve training 

oon~ttions, a Committee was s et up (1977J known as Committee 

on Training Faollttles tor personnel ot Cre~tt ~o-operattves 

and BKB. The Co~mitt~e, smong other reoommendettons, 

suggested creation or separate training institutes, Central 



and ZODal, to i mprove the required training faoilitiea. 

The Bangledeah Bank oon~uote~ Agrtoultural Cre~it 

StudJ ProJeot (1977) to review the progress or eaenoiea 

involved tn rural flnenoe and to suggest suitable measures 

for improvement. The Comm!ttee submitted ita report in 

two volumes whlob were not publiahed till 1981. 

Aa stated earlier etter nationaltaatton, oommeroial 

ballka started operating in the rurel ereaa, but their 

progreaa was rather terdJ. Therefore, GOB under a Speotal 

Agrloultural Credit Programme (SACP) aaked egenoiea like 

alB and netionaliaed oo~eroial banks tn 1977 to operate 

under a target-oriente~ approaoh. In the aeme Jeer, the 

lead bank aobeme wea introduoed tor a oo-ordineted operation 

of these egenoiea. AD e%periment known ea Grameen Bank 

Prakelpa wea started in 1979 ln the light of tbe eXperience 

ot RRBa in tndla. Hu•ever, lt baa not yet reoeived wide 

aooeptanoe. 

COliCLtJSION 

The preoed1ng appraisal of the organised efforts 

abowa th~t the GOI waa rather more aotlve and oonoerned 

than ita oounterpart in Bengladeah 1n oreatlng suitable 

oonditlona for providing adequate 1nat1tutional finanoe 

for rural development. The number ot Commtttees and Study 

Groupa were manJ more ln oeee of India than those ln 

aengladeab during the period under review. Almoet ell auoh 

Committees in IDdia after due examination oame up wtth e 
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11at of reoo.mendationa wbtle the two maJor field level 

atudtea oon~uoted in Bangladesh only presented tRots 

without making an7 reoommendetiona. Another important 

obseryetion ta that moat of tbe reports in both the 

oountrtee were more like per1o41oal reYlewa end ruDDlng 

ooamentartes. Tbougb number of Comm!tteee/stud7 Oroupa 

were quite large in Indle, moat or them aurtere~ from 

repetitions. In oeae of Bangladesh, there was not a 

single Coma'ttee/Stu~y Group Wbloh looked into apeottto 

problem areas like the ones done in India t.e. Study of 

overdues, Study of Enaotments, atu~y or integration of 

different atruoturea of oo-operetiv•• eto. 
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APPBtmiX • A • 

IDs1la: Worktg Group/Coma\ttee ( 1247-68) 

- - ~ .... -
Sr.No. Year 

1. 

2. 

'). 

6. 

1. 

s. 

10. 

11. 

12. 

1). 

14. 

15. 

194.9-50 

195,. 

1957 

1957 

1957-60 

1958 

1959 

1961 

1961 

1961 

1961-62 

1962 

1962 

- - -
'1'1 tle 

Report of the Rural. Banking En -1uiry 

Oo11m1lttee. 

Rural Credit Survey CoMmittee. 

Committee on Co-operative 1ew. 

Evaluation of Co-operettve Movement by 

Sir Malcolm narling1 1957. 

Rural cre~tt Follow-up SUrveys, 1957-60. 

Working Group on Industrial Co-operatives. 

Report ot the Working Group on Co-operative 

Polio7. 

Co~1ittee on Co-operative Cre61t. 

Study Team on ~o-operatlve Treining 

Arrangements. 

Report ot the Working Group on Penoba7ats 

and Co-operatives. 

Comm1 ttee on Conaumer' a Co-operatives. 

Committee on Co-operative Pr!'aesaln~. 

All India Rural Pebt an~ Investment Surve7. 

Report of the Speatal ~orktne Group on 

Co-operation tor Bacbvard Classes. 

Report or the Comm~ttee on Taaoevl Loans 

end Co-operettves. 



Sr.No. Year 

16. 

17. 

18. 

19. 

20. 

21. 

1965 

1968 

72 

Title 
... _. --

PaDoharet HeJ end co-op()rettvea. 

Committee on Co-operative Admlnlstretion. 

The Informal Group on Institutional 

Arrenge:nents for Agrioultural vrec:Ut. 

Commltt~e on Co-operation. 

Working Gro11p on In~ustr1sl F1nena1ng 

Through Co-operst1ve Sanks. 

Report or the .lorl.dng Group on Co-operatives 
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APPENDIX "8" 

tp(lle: working Group/Committees (1969-80) 

:?r.No. Year 
- -
1. 

2. 

). 

6. 

7. 

a. 

9. 

10. 

11. 

12. 

13. 

14. 

197Q-71 

1971-72 

1970-76 

1971 

1971 

1972 

1973 

197) 

1974 

1974 

1975 

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

Title 
- -

Rural Cre~lt ~evlew Committee. 

Stud7 Group on Orgen1set1onel f ramework 

for the Implementetion ot Sooiel CbJeottYea. 

Con~tttee on State En~otments h~v1ng e 

bearing on Co~~erolel aenks' Len~tngs to 

Agriculture. 

Committee on Commerotal Benks' Len~tngs 

to J.grioul ture. 

!..ll In~ie "~ ebt and In..-~stment Survey. 

National Commission on Agrioulture. 

Committee on ~erge Size~ Adiveei Multi­

purpose Co-operative Sooleties. 

Heport of the Study Croup on Term Loans 

Fert1o1pet1on Arrangements. 

The Banking Oomm1ssion. 

Working Group on ~o-operet1..-es. 

Bveluatlcn Committee f or Seoreteriea 

Ce~erizetion Scheme. 

~o~1ttee on Len~ revelop~ent aanka. 

3tu~y 1e9m on ~o-cperetive Overdues. 

Stu~y ~o~ltt ee o~ r ebenture ~or~. 



sr.No. Year 

1 5. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

2). 

24. 

25. 

26. 

1975 

1975 

1976 

1976 

1977 

1977 

1977 

1978 

1978 

1978 

1973 

1978 

74 

- - -Title - -
Working Group to ReYlew the Flow ot 

Instttut1onsl Cre~1t espeo!slly to the 

Weake.r Seoti ons ot the 'Kural Gonnunl ty. 

Committee on Integration of Co-op~retive 

Credit Inst1t~tions. 

Committee on Consumptt on Cr edit. 

Committ ee oa the :~lt!- ftgenoy Approaoh 

in ~grloulturel Ftnnno e. 

The Hevlew Committe~ on the Reg1onal Rural 

.Benke. 

Committee on the working of the ~esd Bank 

Scheme. 

stu~y Group to ~xemine In ~etetl Present 

Int~rest Retes Soheme of Co-operet1Yea. 

Worktq Group on S1mpl1t1oetton of 

.Applic tJt1 on Forms end Lending 1·rooee!urt's 

tn tbe l:1anka for Loans to .A~r1cnl ture snc1 

Al ~ie~ Aot1v1tles. 

Committee ~o Study Functioning of Publla 

Sector BAnks. 

stu~y Teem on Interea·t HAtes. 

Expert Group on AgriculturAl Credit Soheme 

ot Commercial Banks. 

Working Group to ~tudy the Interest Rete 

Spreads tn Agr1aultural Len~tng Sector. 



.. -~------
Sr.No. Year 

1978 

28. 1978 

29. 1979 

)0. 1979 

75 

Title 

Working Group on ntrterentlal Hates of 

Interest. 

- -

Working Group on Agricultural Cre~tt under 

20 Points Programme. 

Ali~c Stenc1ns Comit!1ttee on Agrtoultur~tl 

~ans Through Commercial Banke (ALCOB). 

-,~'llrldng Group on Apex F1nano1al tnatt tuttona 

For Sm8ll end nooentrGlise~ Sector of 

Tndustry. 

)1. 1979-80 Committee to ReY1ew ~rrangementa For 

)2. 1980 

)). 1980 

Inat1tut1onel Credit ror Agrtoulture end 

Rure1 DeTelopment ~CRAliCAR~). 

Stu~J Tegm on the VlabtlitJ cf Regional 

Rurel Benke. 

~or~ing Group on the Modalities or 

Implementation of Priority ~eotor 

l..~n~1nga. 

- ~ ~ ~ - - - - - - - - - - - ~ - - ~ - - - - - - ~ - - .. -
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CHAPTER III 

PERFORMANCE OF Co-OPERATIVES 

l eo-operation means working together. ) Tbe principle 

ot oo-operetlon is as old as human society. Th~ history 

ot the emergence of teily aa an institution gave ua a good 

beginning of a co-operative style ot liYing. ~ost of tbe 

religions recognise the need tor oo-operatton not only tor 

religious aotiY1ties but also for sooio-eoonomio aaaignmente. 

The Joint family 8JWtem ln In~ia trom time immemorial is one 

ot tbe beat example& ot oo-operatton. The holy aortpture ot 

the oldest religion in the In~lan sub-continent, ~ve~a~, 

states: 

~~7 you ell beYa a oo=mon purpose 

May your beerta be in unison 

May you all be the same mind 

So that yoll oan c!o work etticlently ~-ell~. 

Thus, the Hindu mythology is tull ot tactual stories 

ot Joint action, ahere tn wealth as well as battles 

organised 1n groups tor aobie'f'ing common objectives. The 

tamoua monumental work "Arthashaetre" ot Kautllya states: 

"Whoever stays away trom any kind ot oo-operat1't'e 

undertaking shall send hla servants to carry on the work, 
1 

shell have a share ln the expen~lture but none in the prot1ts. 

1. "uotec! by l!ough, x. as. ·/The Co-operatl ve .\~ovement tn 
In~ia · , 1966, pp. 4). 
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This implies utmost priority tor co-operative ectlvittea. 

Economists beve elso foun~ oo-operet1 on superior 

to competttion. Thus, Mill in hie Pr1no!ples or the 

Folttlcal Eoonom, (1876) wrote: "Co-operation is the 

noblest ~~~al. It transforms human lite from a contllct or 
olaesea struggling tor opposite inter est to e rrtendl y 

rivalry in the pursuit ot common goal or all. " In~ustriel 

Revolution in Euslad gave rise to cepltallam and therefore 

explot tet1 on. .Edwin Nourse eta tee!, "The movement 

(oo-operatlon} grew out ot otroumatenoea or the In~ustrtal 

Revolution an~ wee e reaction against early abuses, or at 

l east, rlgours or the Capitalistic In~ustrlal System. 2 

Thus, oo-operetlon wae conceived es the enewer to the 

injuatloes ot capitalism and lt was developed es an antidote 

to oapitalistio exploitfttion. Poorer men saw in it a price 

a~vantage1 eoonomists a new incentive to erfioienoy an~ 

The Utopian Socialists s method of developing a complet ely 

new society. 

). 1. 2 CO-OPERATI ON I N. I NT'I AN RTJRAL l"'NAHCE 

In the ebeenoe of organised sources ot rurel credit, 

moneylenders were operating 1.n the Indian sub-continent end 

the eXploitation of the rural people by these moneylenders 

neoess1tete~ innovation ot a suitable t1neno1al 1nst1tutton 

2. E~wta Nourse, "The Economic Principles of Cc-operet1on " 
an &rticle in Agrloultural Co-opereti2!• sdtted by 
Martin Abraham Sen & Claud Scroggs, pp. 161. 
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to replaae them. The long seerab tor sultabl~ institution 

tor rural f1nenae ultimately gave birth to ao-operetive 

aoaletiea 1n rn~ta. 

The GoYernment ot ~a~ras (18S2) d1reated Sir Fredrlak 

Nloholaon to probe into the possibility ot intro~uatng an 

Agrioultural Benk. After thorough examination or the problem 

of rural ttnanoe Str Nioholaon auiDJied up h1 !I report tn two 

words, nFtn~ Reiftetsen". Thet means, the 1ntro~uot1on or 

oo-operative system ts the answer to the problem of rural 

ttnanos. Stnoe then, the importanoe of ao-operettves wes 

reaogniaed and, subseQuently tn 1904, the co-operative 

Soo1et1es Act was passed. The arttiah Government, in order 

to bring improvement in the working or the oo-operetives, 

appointed a number of Co~tteea lt ~e Royal Commission on 

Agrtoulture, Central en~ ?roYino1al Banking Enquiry 

Committees etc. wbiah atudled, as a part of tbeir 

asatanment, verlous aspects of oo-operattves and mede uaetul 

reoommen~etions. In 1944, the GOI, appointed a oommittee 

un~er the Chalrmenab1p of Prot. ~.a. Gedgil to looh into 

the pro-lem of agrioultural tinanoe. The Committee obser...e~. 

~e are tn ~eneral agreement with the Yiew thAt the spread 

of co-operAtion woul~ pro'l'ide the best and the moat lesting 

solution to the problem o~ egrtoulturel ored1t in partiouler 

and those of rural eoonomy in general.) 

). GOt, nReport of the Agrioulturel Flnenoe Sub-Comml ttee" , 
(1945)' pp. 47. 
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After pant tion, a number ot' Commi ttees/.,orking 

Groups ldetalls provide~ tn ~bepter II) suoh es, All In~1a 

Rural Credit Survey (1951); All India ~ural Credit Review 

Committee (1969); Working Group on Jo-operetlve PollOT 

(1960); and All !ndta ~ebt an~ Investment SurveJs (1961 

ADd 1971 ) examine~ various espeots an~ made suitable 

reoo~~endet!one towards erttctant working ot' the 

oo-operetlves. 

).1.) STRITCT"-RE OF 00-0PEaATtVES 

tndla ss well as Bangladesh inherited almost elmllar 

oo-operetlve structure because the t erritories now forming 

the two oountrtes were under the same Jri tlsh rule. There 

were orealt as well e8 non-oredlt oo-opere tlve sooletie8. 

Slna e non-orec!lt soolettes are beyon~ the purview or tbts 

etuay, we lndtoete the st~tcture or oredlt oo-operetlves 

alone. Fundamentally, there ere two structures ot' oredlt 

oo-operet1ves !n the two oountrtes.Xbey are: (1 ) The short­

term oo-operetlve structure known &8 FrtmAry fl6r1culturel 

Credit Sooletles (PACS)i an4 (11) long-term egrloultural 

oredlt oo-operatlve structure oalled Len~ l'evelopment Banks 

ln In~la and Land Mortgage Banks ln Bangladesh. 

The abort-term oo-operetlve structure bas three 

tiers, l.e., (a) ?ACS at the greasroot l evel; (b) Central 

Co-oper~ tive Benke et the intermediate l evel en~ (o; State 

Co-operative Banks et the Apex l evel. In oase ot Jangledeah, 

Jet1ya Samebaye Bank at the nationa l level oots as the epex 
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boc!y. 

Loag-term agricultural oredtt oo-operetlvea ln !n~ia 

oonaiat or ?rlmar.y Len~ MOrtgege/nevelopment Benka et the 

base leyel while Central Co-operative Lant! Mortgage/ 

nevelopment Banke ( OCL~as} et the epex level. dut where 

:' r1DUU7 Co-operat1Ye i.ancl nevelopaent Benka are non·ei(istent, 

the branches or CLvBa work ae graaaroot level orgeniaet1on. 

In aangledeab, Lend ~ortgage aaDka operate at the case level 

having ~!reot oonteot with the JettJB Samebeya Bank; there 

is no Intermediate leyer like CLr.Ba ea 1n Int!la. 

Servtoes to the ultia~te banettc1er1es ere ren~eret! 

only through the gnaa~oot level tier or the co-operatives. 

The upper layers-·- both tnteraecUate and aper - ere rfutllJ 

meant to raoilitate the working of the greaaroot l evel 

oo-operatlvea. The operational efttoienoy of the other 

layers of oo-~peratives is ultimately retleoted 1n the 

performance or grassroot level oo-operstivea. In other 

words,a studJ ot the performance of grass root l evel 

oo-operattves 1s representative ot the health ot tbe 

oo-operat1vo atruoture. Thts is why, we have deoide6 to 

exsmiue the pertormenoe or oo-operatives et the gressroot 

level only, wttb partiouler reference to tho following 

aspeota: 

A. (1) Pertormanoe ot the co-operatives es to the 

ooverege ot rural areas ee well es rural 

populace; 
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(11) Performance or the oo-operettvee 1n rege~ to 

mob111se,lon ot thrifts 1noluding deposita; 

(i11) Fertormanoe of the oo-operet1vea as to the 

extension of oredlt aooommodetton along wtth 

recovery pertormenoe towards m&tntatn1ng 

revolving oharaoter of loeneble resouroea. 

While the above three aspects to~ the main fooel 

polnta of our appralaal or the co-operatives, an attempt is 

also mede to examine two relstivelJ leas 1aportant espeota, 

wbloh, wa believe, are useful indicator~ or any 

organisational health. These are: 

(tv) Performance ot ths co-operatives in controlling 

the operational oosts at a ressoneble level, and 

(v) Pertorm~noe or the oo-operst!ves in earning 

profits. 

B. A composite index 1~ oonstraote~ taking all the five 

aspects stated 1n (A) above, in oraer to see ths growth or 
ettio1enoy over time. 

c. Changt!s t.n the level et ~evelopment or oo-operati.ves 

are also meesarea using 1Q-pot.nt scale of ~evelopment of 

the various t.n~ioators pertalnlng to the five esptots 

stated in (A} ebove. 

t;. Finally, an attempt is also ma~e to identify the 

teotora tnrluenct.ng the supply of oo-operet1Ye oredit 1n 

the rural eoonomy using multiple regressi on. 

The exa~nation la made ln three seot1ons: 



(I) Performance of short-term oo-operattve structure, 

(ii) Performance ot long-t6rm co-operative structure, en~ 

(IIIJ Performance of co-operatives as a whole. 

The pattern of analysis is similar for ell the three 

struoturee, excepting the liii) where in addition of A to 

o, 1~ent1f1cat1on of faotors 1nflueno1r~ the supply or 

co-operative oredit eo embodied in (~) above is also 

attempte~. 

).2 SEC'l'I CN I 

PERFOIDtANCE nF SHORT-TERM CO-OPERATIVES 

Short-term co-operAtive st~1cture tn both In~!e en~ 

Bangladesh is cherecterised by pr1~,ry societies whieh are 

associations ot borrowers an~ non-borrowers residing in 

one locality, known to eeoh other end take interest in 

one another's efte1rs. These primary sooiet1es may be 

single-purposes or multi-purpose aooietiea. 

In Bengladesh, two streams of primary co-operatives ere 

running aimult~neously, (i) Primary Societies on tra~tt\onal 

pattern, end (11J societies managed under integrated rural 

development programmme which ls known as ucomilla Moc!el" 

IRDP co-operatives. The two streams ere taken together for 

the purpose of our analysis. All these societies form the 

primary 6redit structure which hereinsfter shall be reterred 

to as Primary Agrioulturel Crodit Societies (PACS}. 
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).2.2 Manecement 

All the Shareholder• trreapeottve of their 

participation in the share oapltal are entitled to a say 

in the management with one member one vote as the principle. 

A committee cr management 1nolud1ng preal~ent end aeoretery 

are elected every Jear to look ett~r the day to ~ay ertaira 

ot the PACa. Tbla management pattern is more or leas the 

same 1n both Tndie an~ Bengle~eeh. 

).2.) Resource• 

The PJ.CS in both the countries raise the required 

reaouroea from ahere-oap1tal, membership f ees end ~epoa1ta 

or the members ea also of the non-m~ber aymp8thtsers. 

:3ea1c!ea looel resources, PJ.CS also obtain borrowed funds 

from higher t1nenoing ngenoieB like Central Co-operative 

Banks eto. But the man mum borrowing power of PACS ie 

fixed ~t e spec1t1c freetion ot the Yelu~ ot net aaseta of 

the aootetiea. Th~re is no atgnlfio~nt ~1fterenoe tn the 

funding pettern of PACS of 'the two oountr,es, except in 

r~speot of the besis for borrowings. 

). 2. 4 (A) FIVE POINT STYLE OF ANALYStS 

As stated earlier, the perrormenoe of tlve espeote 

t.e., coverage, resouroe mobiliaatton, credit extension, 

ocst-control enc! prot1ts-eerntng ~re exami ned 1.n a ~equent1el 

or~er. tn e~~ttlon to rn~!e en~ Bangladesh. West Bengel 1a 

also iooluded in the oomperet1ve analTB1B. Thi~ ia done 

beoeuse by herltege and struoture Ctt the rurel economy, 



West Bengal is very muob similar to Bengle"eah then en7 

other state in India. 

(I) Coverage or the PAC~ 

Date provided in Table ).1 abow that the number or 
4 PACS deoltned signltloantly over the period in oaee or 

ell India as well ea ~iest Hengel 1fth1le the same grew (g1 ) 

s1gD1rioantly in oaae or the PACS ot Bangladesh. On the 

other hand. both number or me~oera and borrowing members 

grew {g1} slgn1t1oantl7 in all the three reglone un~er 

oomparlson. It oan be noted rrom the table that growth ot 

member~ and borrowers tn oese or Bangladesh PACS was not in 

oontormity to tbe growth (g1) of the number of aoo1etlea. 

The ~eoltne tn the number of sooietles in India an~ West 

Bengal oan be attributed to the deliberate polioy or 

reorganisation ot the PACS into viable ones while it was 

not the oese 'for PACS in Bangladeeb. That Bangladesh 

preferred mushroom growth of PACS neglecting viability 

oons1derat1on is evident trom the decline (g2; ot both per 

aootety membership as well as number of borrowers per 

society. Both these indicators in case nt India end West 

Bengal registered substantial rise (g2). But. in oaae ot 

Bangl~~esh. per society me~bersbip ~ropped from 74 to 50 end 

per aootety borrowing membE'ra droppe~ t'rom 19 to 11 over the 

period. 

4. Slsu1t1oant wberever mentioned in the report msens 
etst1st1celly s1gn1floent. 
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The borrowing members as a proportion or total memb@ra 

showed a marginal ~eoline oYer the perlo~ tn case or both 

In~la as well es Bangladesh while the same r ecorded 

s1gn1tioent growth (from ItO% to 50~ ) tn case or the State 

ot West Bengal. The tren~ witnessed 1n case or India ee 

well as Bengla~eeh 1nd1oetes great~r oonoern or the PACS 

to meko more rural people members of the e~3!et1 e s then tor 

m~king loene to a lerger number of the members. Poor 

performance of In~1A in thls regera, aen elao be ettrtbuted 

to very low loaning activity of PACS in some of the Stete• 

like Assam and J ammu end Keehmir. Tbough the p~sttton ot 

r- est 3engal es ~entl~ne~ earlier eppeere to be goo~ , lt has 

~till scope to !~prove when compared to the performenofl of 

say, e Ptete like Tamil Nedu. 

Growth i.n borrowing me!".!bersh1p 1s consi(!erec1 by us 

es en tn~toetor cf effective ooverege of PAC~. The growth 

(g2) of borrow1ng members per hectare of Grose Cropped Area 

{GCA) recorded en upwar~ tren~ ov~r the p~rtod 1n oese of 

both In~1e an~ Bangladesh, though 1t wee high~r in oese ot 

the leter. West 3engal's porform~:~ noe in tl3rma ot th1a 

tna1cator ~s ~ulte olose to that of Bengle~esh. ReletlvelJ 

ht ~her growth of ~rrow1ng rn~bers by h~ot~re or GOA tn oese 

or Banglet'!esh oen partlJ be ettributet! to low performenoe ln 

the bese year end pertly to m~rg1nel decline or GGA t~ 12.9 

mi l lion. ~eoteree in 1978-79 fro~ 13.3 r.!lllon heoterea in 

1969-70. 



Rural people ere the ultimate benerlolertes of the 

aervloea of PACS. I t oen be gleene~ from the teble that 

growth or borroWing membPra aa a proportion ot rural 

population showed upward tren~ both tn In~1A a s wel l es tn 

Benglat!eah. The pertormenoe ot 1iieat aengttl PACS was 

relatively better thftn Bangladesh. Though the trend was 

poattive tn all the three regions, in none ot the regions 

the ooverage or rural population ea borrowers ooul~ ftXoee~ 

even one-twentieth ot the rural population. 

II. Management ot Reaouroet 

As stated eerli~r, PACS 1n both India end BangladeSh 

~rew thetr reaouroee mainly from (a) owned r,m~s lUte share 

oepital, reserves and retained earnings, (b) ~epoaita from 

members and non-members, and (o ) Borrowings from central 

Co-operative Banks. Tbeae are the main souroes or working 

oepital. 5 

Information relating to growth ot reaouroes ot PACS 

are furnished in Table ).2. It oen be perused that working 

oapital, as also tta vertoua oomponents, ot the PACS ot all 

the three regions un~er oompartaon registered stgnitioant 

upward trend (g1) during the deoade un~er review. The growth 

rete or working oapital ~~s e little higher \14~ ) in oesa ot 

Bangladesh PACS oompared tQ that or India (1)%). But, working 

5. BBI defines working oapttal •• total of ell items 
appearing on the liability ai~e ot the balenoe sheet, 
exolu~ing the oontra-ttems an~ eooumulete~ losses. 
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capitel or West Bengal Pf~S regtatere~ e still higher growth 

rete (18%). Gro~rth or borrotdnga ln case or ~ ·eat Bengal 

PACS wee higher then tor other reglODa. This means reliance 

on borrowed tunde was more ln oeae ot Weat Bengal PACS 

compared to others. However, tbe stgntrtoant increase tn 

working c&pital and its vertous ocmponents can partly be 

attributed to inoreeae 1n the number or members and partly 

to inoreaae 1n commi tment or the Government towar~a rural 

development by wey ot augmenting retinanoes to the 

co-operati vee. 

AD anal7eis or the relative position or ~trrerent 

components ot working capital shows that the share or owned 

tun~s anc! t!eposlta showed upward trend (g2} only ln case or 

PACS in Bangladesh whlle the aee c!eclln~c! in c,gse ot PACS 

ot India as well ae West Bengal. Setter performance notlcec! 

tn regard to nepoalta ln oase or Bangladesh PAOS wee perhape 

~ue to oompulso~ weekl7 saving system or IRnP co-operatives. 

It can be seen trom the eeme tabla that, though in 

absolute amount borrowings grew lg1) slgntticantly in ceae 

ot PACS ot all the regions, as a relative proportion to 

working oepttal, it showed a marginally t!ecl1n1ng tren~ ln 

all the three regions. 

A part ot co-operatives' resources in approve~ 

investments is mandatory b7 law. The ~o~ es ot 1DV9atment 

provt~ed by the rules are: purohsae or Government aeaur1t1ea, 

shares anc! debentures ot any other, preferably higher, 
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ftnenolng agenoles. ~epoaits with CCBS or !n other sobe~ule~ 

oommerolal banks With prior permission of the registrar of 

oo-operettve aooiettea. It is seen from the table that 

investment as e proportion of working oepitel ~eoltne~ in 

osae or oo-opers ttves of Indte end West Bengel. r n the other 

bane! • in oeae of PACS in Bangladesh, 1 t inoreeee~ from 11 ~~ 

to 17~ during the per10t! under review. It seemB thAt PACS 

in India be~ inveeted m1nimu:n amounts requlret1 in order to 

inoresae their loanabl e resources while BangladeSh PACS 

appeared to have preferred gains ont ot investments with 

least risks and hazards. 

(l!I} Loan Cperetiona 

A perusal of the data relating to loan operetions 

(Table ).)} show t hat loan issues regist~red almost the same 

annual compound growth rete (g1 } duriJ:18 the period unt!er 

review !n oaae of India as well as Benglac!eah, the s rowth 

rete for ~eat Bengal PACS was more than double oompare~ to 

that ot Bangladesh. All th ese growth retes were found 

atatlstlcally sisnifloent. the rete of growth {g2) ot loan 

issue per aooiety and tbat per borrower was small for PAOS 

in India while in oese or Bangla~eah PACS, loan issue per 

aootety ~eol1ned an~ that per borrower recor~ed only a 

marginal rise ~urtng tbe perto~ . Further, t he performance 

or both these indicators in reapeot of West Bengal PACS wee 

muoh better then for Bangladesh. The unaat1sf notory 

performanc e of 3engle~esh PACS is mainly s oonsequenoe or 
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the policy or encouraging mushroom growth of PACS, 

~iereger~ing the nee~ for reorgentaing them into vls ble ones 

es was ~one in India. Another factor which eXplains the 

(per sooiety an~ per borrower } poor performeno @ or Bengl e~esb 

P I\CS is the erratic beht~Yiour or incremental 8mount or lo•m 

t ssue a• oo1npered to sign! r1. oent growt h (g1) reoor.,tH'9 by r 4CS 

in Indta en~ West 3engal. 

The growth in the suppl y of l oan issue ~urlng the 

period when considered 88 proporti on or GT"~P from egr1cultur~ 

as also the rate or growth in per capita (rural ) l oan issue 

were relatively muoh better ln oase of PACS tn In~ie oompered 

to those tor PAOS in Bangladesh. I n r~ot, loan issue by 

Bangls~eah PA. CS es 8 proportion of Gf\P trom egr1oulture 

deoline~ over the period rrom O. B1 ~ to 0.4Sfo. The growth 

reoord of ~~eat Bengal PACS in this regard was much better 

mainly oeceuse implementAtion or land reforms which enabled 

shere croppers to PACS loan s ervloes which w~re deni ed to 

them earlier. Compere., to it, the relat1Yely l ower growth 

rates r eoorded by PACS in India mey portly be attribut e~ to 

the already high performAnoe in the base yeer ( ).42~} en~ 

pertlJ to low ~ot1v1ty !n respect or loan ope r Pt1ons in 

some states. 

Reoovery Per~ormanoe 

Like loen issue, r eoovery in ebsolnte emounts also 

registeret! highlJ s1gn1f1oent annual oompoun~ growth ( g 1) 

1n oase of PACS of all the three regions. However. ~uring 
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the period, there was e decline tn per sootety recovery in 

c~se or Bengle~eab PACS. This implies thet reoovery fn 

absolute amount reg1stere~ growth, not because of per 

aootety reoovery performance bnt beo~use or inorense tn the 

number ot aootettes. Per borrower recovery perrormeno e 

reoorde~ setisfeotnry growth (g2J in all the regi ons. This 

growth in per borrower recovery or BanglAdesh PA~s , ~esptte 

~ecline tn the per society r eoovery,cen be attribute~ to e 

decline in the number or borrowers per society. 

Overdue a 

Overdues or PACS 1n absolute amounts grew ( ~1 ) tn 

all the three regions but the growth rete was not 

steti.sttcslly s1gn1f1aent in cese of ;~ est Bengel . When 

recovery is considered tn relation to ~emend for oolleot1on, 

it shows that recovery rete or ell In~ 1e PACS decline~ from 

6) ... in 1969-70 to 56% tn 1978-79 While for West Bengel 1 t 

8 .. 6 6 
incre~sed to 51 >-· in 197 -79 fro'll 40;., to 19 9-70. c-uah 

1nformst1 on is not eveil able f or BanglAdesh. t.s such, e 

crude estimate is ma de ot the proportion or recovery to 

previous year's outst~ndtng loans. This esti , ate indicates 

that a.erdues go' more tbsn ~oubled during the perto~ 

(Table 3.3). 

Per borrower over~ues as well as per soote ty overdues 

grew (g2) 1n sll the regions, of course, at varying rates. 

6. RBI, Stet1st1cel Stetements Releting to Coop erative 
Movement 1.n India, 1969-70 end 1978-79. 
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Per society oYer~ues grew at a lower r8te in oe se or P~cs 

ot Bangledesb mainly beoeuae ot inoreese in the number ot 

sooieties. 

(IV) Management of Coat gt Operft tion 

It !s eYident from the &Yaileble 1n~ormat1 on (Table 

).4) that per soolety operational costs 1noree ae~ et e higher 

rate (g2 ) 1.n caae or PACS in In!!! Ia ( 20~? ) comperet1 to those tn 

rlangladeah (S~ ). The fastest r et e (J1 ~ } , however, was 

reaor~ed by West Bengal PACS. It should be borne in mtn~ 

that compared to the prioe rtse, 7 growth of operational 

oosts was rather lower in case or Bangladesh ?A;;s end it wes 

relatiYely higher tor Indian PACS. The In~ian situett on ts 

pertly a consequence or the reorganisation of PI1CS requiring 

appointment ot paid seoreteries leading to e rise in the 

operational oosts. 

However, when operational costs were oons! ~ered es 

proporti on of working capital en~ e s per unit or loan issue , 

lt oan be seen that growth (g2 ; of these ratios wes r ather 

bi~er in case of Bangladesh PAOS compere~ to t hat of 

Indian PACS. The ratio ot operational oosts to worKing 

capital in oase ot West BengAl PACS wss higher compared to 

that or Bangladesh while oosts per unit of loen issue in oeae 

1 • . ~verege annual growth or CPI in Of.!Se ot tncHe was sroun~ 
10~ while tbet for bangladesh wes Above 30~ during the 
period 1969-70 to 1978-79. 

Souroe : I MF , Internetional F1neno1Bl Statistios, 19$1J 
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ot West Bengel PACS grew at ~ lower rete then for Bangladesh. 

Low per unit "osta of loAD issue tn case or 'iiest BengAl, 

tn spite of high&r growth of per soci ety ooets of operation, 

oen be attribute~ to 1noreosed loaning eottv1ti€s in thP. 

~tete ~uring the perto~ nn~er reYiew. 

It is observe~ th-.t payroll oosts in ell the three 

r~gi ens 1mder oomp~r! eon gr~w l':!t e muob lowfl r rete {less 

then 15- !n oese of In~ie en~ Vi e~t BengAl ?"CS ~n\1 s little 

more then 1 ~ in osse or 8engl~~esh PACS ) then th~ growth or 

total operetionel ooats. H\gher growth of costs per unit or 

loan issue 1n oaae of Bangledesh oen be Attribute~ to lower 

loaning eat1v!t1es in tb'!t oo,mtry. The main component or 
costs - other then payroll costs - the costs of fun41s which, 

due to laok of ~1saggregete~ informati on, oo~'ln not be 

furth9r exem1 ne~. 

(V) Profit Performance 

The eb111ty to eern profit is an 1mportent tnd1oetor 

of any commerciAl organtsetlon. Though P~ CS ere not 

oommeroiel orgentsetlons, they ere expected to operate tn 

1ntch e way as to earn reeeoneble ttreount of profl t. 

Proftt performanoe or BenglA~esb ? ft CS was b~tter 

compare~ to that or All-!n~ts PACS. ~ring the deoade under 

re~tew, Banglft~eab ?ACS tnourre~ loss for one yeer only 

wbtle !n~ien PACS tncurre~ loss for two years. West Bengal 

PACS, boweyer, 1nourre~ no loss in eny y~er of the ~eoade; 

of oourse, 1n the yeer 1971-72 the ~ount of profit earne~ 
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was yery meagre. Profit performance Ju~gA~ by per society 

profit, coupled wtth profit &8 proportion or wor~ng capital, 

ahowa that there was a substantial decline in both of tbeae 

in case of PACS or Indie a8 well as or aangledeah \Table 

).S). The ~eolin6 was rather subs tantial for the later 

years tor Inc!1a. In oase or West Bengal PAC~ , while the per 

sooiety prof! t -perrorma:::lO(' improved by aroun~ four times 

over the period, profit as a proportion of ~orking capital 

~eol1ned in almost the same proportion as ln oese ot 

Bangladesh P~os. The relatively poor profit performance or 

Indian PACS can pertly be attributed to the el ready high 

performenoe tn the base year end pertly to the popo11st 

de~isicus writing orr overdues rolating to F A~S 1n some 

States. The oeol1ne in prottt as a proporti ~n of working 

oapitel in spite of increase in the per society protlt in 

oese of :.~est .Bengal ? ACS can be explatned oy the hancH1ng 

ot a larger volume or working capital per PACS. 

When profit as proportion of v•orklng oep1 tal is 

constderef as an eff£~t1vs test of profit performance, 1t 1s 

toun~ that PACS ot all the three regions perfor~ed very 

poorly. Ae t he retto was less than 1 per oent, ? t\CS in all 

the three regions earne~ much leas than the opportunity 

coste or tunds employed 1n them. (The carreat rete of 

interest of riskless fixed ~ eposlts is more then 10 per 

cent per ennuffi while the earning rate ts muoh higher 1n 

risky commero1el ventures}. 



9) 

). 2. 5 (B) Cef1POSITX I:rn!X OF GRO\'w"TB 

Seouler growth ot various 'nd1aetors, however 

relevAnt, gives onl y a pertiel view of tbe growth 

perfor!Jl8tlae. Therefore, en attempt is II18de here to 

c onstruct a composite index ot growth, taking into eooount 

loan end non-loan eapeots or ?ACS operations. Si x 

tn<!ioetora are oona1d.eret1 in measuring oo:npos1te growth ot 

loan operations while seven 1ndioetore are taken for 

oomputiog composite growth or non-loan eff1o1enoy 1ndioetors. 

'The loan and non-loan erttotenoy in~1oetora ere gt ven equal 

we!ghtage. !~etails or the metho~ adopted tn oonstruotlnt; 

ooT.pos!t~ tn~ex of growth are proY1de<1 !n l~pend1x A. A 

oomp~ret1ve pio ture of the composite growth tn~ex ot ~ACS 

ot the three regions t.e. India, Bangle~esh ent! West Bengel 

is depicted in Chert 1. The composite growth of performenoe 

ot ell the three regions sbowe4 improvement over the period. 

Relatively, composite browth ot Ben£ledesh PAOS is observed 

to have been more erretio then the other two regions. Suoh 

growth index, in oase ot Indian PACS, was by far the ~ost 

consistent while that ot ~'eat Bengal PACS showec! the h1.gbflst 

rise. 'fhere was. however, a deol1ne in the index, oommon 

to ell regions, in tbe year 1971-72. It wes probably due 

to the i mpeot of the liberation Wftr ot 88ngledesh. The 

Sharp upward trend of composite tndftx stnoe 1977 1n oese of 

West Bengal PA~ can be attributed to larg~r volume or 
loaning Aot!vities «luring tb e period. 'l'be volume of loen 
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operations ot West Bengel PAOS aubatenttally tnoreeae~ atnce 

1977 mainly beoause the shere croppers, ror the first time, 

were grante~ PACS loan reotllt!es. ~n the other hen~, the 

erratto behaviour ot oompoatte growth 1n~ex in oaae or 

Bangla~eah PACS oan primertly be attribute~ to low loaning 

eottvtttes in some years owlng to non-sYeilabiltty of 

ede~uate funds fro~ the refinan~tng egenoies. The not ao 

enoouraging growth tren~ of composite tn~ex witnessed 1n 

oaae of All-India PA JS oan be explalne~ by the poor 

performance or PAJS in aoroe of the Stetea like JAmmu an~ 

Kashmir, Assam, other Eest~rn States end some or the rynton 

Terri tori ea. 

Composite growth perfornutnce, separately, of loan 

end non-loan efftoienoy tn~ioatore WBS shown in ChArt II. 

It osn be seen rrom the ~tegrem that loan 1n~ioatora 

reaorded better performance than non-loan errtoienay 

indlostors. The 68P between the growth of these two groups 

ot indicators wee wide in ossa of Indian PACS oompere~ to 

that of Bengledesh PAOS. It was by fer the widest in oese 

o~ ~eat Bengal P ~CS. 

0f the non-loan etr!oienoy 1ndiostors, 1t is roun~ 

that resource mobtltsetton ~n~ prortt p~rform~no~ were not 

encouraging in oase of PACS o~ all the three regione. In 

moat of the yeers, in ell the three re~~ons, resouroe 

mobilisetion enc! profit -performance of PACS "'~re lower than 

those in the beae yeer. Other two non-efttoienoy indtaators, 
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vtz. ooverege en~ oontrol of operational ooata, ftlao 

registered lower growth pertormanoe during the pertor'. 

From the above enelJa1a 1 1t is eppRrent thet 

relatively ~ore _emphasis wee given tor loan pertormenoe 

oompere~ to non-loan efficiency tn~ioators like ef feottve 

ooverag~, mobilisation or reaouroes, oontrol or oost or 

operattona sn~ earning protita. 

). 2. 6 ( 0) CHANGE IN THE ~EL OF ~-EVELC?ME~"T 

The composite index, no doubt, baa provt~ed us with 

useful insight into gro~~b pattern ot ?ACS, but it tetled 

to 1no1oate the level or ~evelopment ln eeoh or tbe regions 

under oompertaon. All the five aspects under two broad 

groups, i.e., loan and non-loan perform8noe in~toetors as 

was considered while oonatruoting oompostte index, are also 

const~ered to assess the level of development 1n each region. 

A 10-potnt scale ts used to denote ~ttferent stages of PACS 

development. netails of the method ua~d 1n assessing the 

level ot development are d!aousse~ in Appendix B. 

The soore velues denoting the l evel ot ~ evelopment 

of PACS over the perio~ ere shown Jn a diagram (Chart III), 

whiob ~epiota that the level of ~evelopment of PACS was th~ 

highest 1n case of India except 1n the leat two yeers when 

West Bengal by peaee~ lt. Bengledesh witnessed the lowest 

level of ~evelopment of PACS ~uring the period. The gap in 

the level of ~evelopment remained wide throughout the perio~ 

between .Bangladesh PACS ant! Tn~1an PACS as elao be·tween 
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Bangladesh en~ West Bengel PACS. 

An 1n-~epth stu~y of the level or development reveals 

that in ell the three regions un~er oompartson, performenoe 

ot non-loan indtoetors waa rer below that of loan tn~toetors. 

The level of development or ? ACS tn oese of \;est Bengal and 

India ooul~ have been even better it the level of development 

ot non-loan tndloators were higher. It was roun~ that West 

Bengel PACS emphasise~ on meseive rise in the loan operations 

to the negleot or other aspects or development. 

A deoltne in the level or ~evelop~ent in ell the 

three regions ~urlng tbe first two years is understandable 

tn view ct the involvement in the war or ltberetlon or 

BanglAdesh. The deoltne ln the l evel of dev~lopment in 

the years 1973-74 and 1977-78 tn oese of All-In~te PACS was 

pertly ~ue to low a ott v1 ties of PACS in some states. Low 

level of development of Bengle~esh PACS during most of the 

years was due to a numb er of teotors, suoh as irregular end 

inadequate reffnenoes, l erge numb~r or non-vteble sootettes, 

poor internal IDIJnagement end laok ot oonttnnous support from 

the state owing to frequent government ohanges. 

).2.7 CONCL~SION 

The number ot PACS whioh increased s1gn1ftoantly in 

Bengladeeh neollned in In~ ie as also in West Bengel. nespite 

this deoreese tn the number of aootetles, both numb er of 

members en~ borrow1D£ members per aooiety lncreas~~ 

substantially ln Oftse of I ndian PACS, ~nile there was a 
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deoline in both tn oeae ot Bangledeab PACS. It implies, 

etteot1ve ooverage of PACS wee relatiYel,- better tn In~te 

than in Bangladesh. 

Though the aggregate working oapital as well as ita 

oomponents ot PACS tnoreaae~ signtttoantly, th~ relative 

proportion ot owne~ fUnds and deposita deoltne~ in oeae ot 

PACS ot all IntUe and ~·; eat Bengal. The amoltDt of investments 

ea a proportion of working oapital rleol1ned over the period 

in ooae ot Indian PACS while it was the reverse i n oase of 

Sangledeab PACS. Investment or mora funds by PACS than the 

adnlmum req,Jired, retlluoea loanable tun~ • defeating the main 

purpose of their tunotton1ng. 

PACS' loan disbursements 1n all the three regions 

tnoreaaed subatf!ntlallJ D'lt the inoremental flow of 

diabursementa was highly erretio in oase of Bangladesh PACS. 

The lnoreese in the overduea as proportion of remand for the 

reoovery was disturbing tor both All-India an~ Bangladesh 

PACS. 

Per aoolety oost of operation has seoulerl7 lnoreaae~ 

in all the reslons. Cost increeae wee largely due to lnoreeae 

ln the non-payrol l oosta, the maJor oomponent ot whloh 1a 

the oost of tunda both for refinanoes end deposits. Compared 

to the ayerege rise of PAOS, the oost escalation was not very 

muoh unfavourable in oese of 3angledeah PAOS. 

Profit performanoe of PACS both In~lan and Bangled~ah 

deteriorated over the period. 



The eattmete~ oompoatte lnr!ex of growth was not 

smooth over the pertotl ln oeae or PACS or In~ta sa well sa 

Bangladesh. However, there waa an un~erlying upnr., trend 

1n oaae of PAOS or ell tbe regtona. 

The level or ~evalopment or PACS was higbeat tn Tndta 

excepting tor the lnat two years when West Bengal by passed 

1 t. The leyel or .-evelopment or Bangladesh 'PACS throughout 

the parted wee lower compere~ to thet or either In~ ia or 

West Bengal. It was foun~ that in both the oountrtes PACS 

pQt greater empbaata on loaning operation& negleottng 

etrecttve coverage, mobtltaetton of looel reaouroea, control 

of operational costa end earnings of resaonable rete or 

profit. 

SECTICN II 

P ERFORMANCE OF LONG-TERY CD-OPEHATIVES ( I.Tc s *) 

In India, long term co-operative atruoture oomprtsea 

Pri mary Lend r.evelopment Bank (PLDB} at the base level and 

Central Lend nevelopment Bank (CLDB} et the apex l evel. 

Where PLnBs do not exist, OLT"Ba eat through their branohea. 

LTCa tn Bangladesh oonstat of Land Mortgsge Bank a (LMBs) 

the base level hevtng dtreot connection with national 

oo-operattve bank - Jatya Samabaya Bank. 

).).1 Management 

The Management of the OL~as ta vested tn boftrd of 

dtreotors oons1s t 1ng of 7-9 members. In some states, 2-) 

st 

* LTCa benoeforth shall refer to gressroot level operation 
by PLT!.I3s or b;r brenche s of CLT'lBs or by LM3s . 
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~ireotors ere nominate~ by the State Government. In oeae 

ot ?L~Ba, CL~Bs nominAte one d1reotor to the boer~. The 

tenure or the boArd ot direotora is normally three y8ara. 

The day-to-day operations of the PLraa/L~Ba 1n both rndla 

and Bangle~esh ere looked etter b7 e man~ger easlate~ by 

rJpporttng start. 

).).2 Resouroea 

LTCs In both Tndie e n~ Bangladesh reiae resour oea b7 

issue ot sh~re oapitel, s~~tsa1on en~ other fees, ~epostta 

ant! borrowings. The only exooption ea reger~s LTCa in IntUa 

ta thet, tn addition t o borrowing from higher t1neno1ng 

sgenetes, they elao secure tnntls by iBB'J1ng debentures. 

PL"Bs by the!Melves fio not issue debentures b'tt their 

respeottv~ reg!one~ cLrBs issue debentures en~ distribute 

the run~s thus re1sed emong the member-PLrBs un~ er their 

Jurts,;fct1 on. 

Issue of ~ ebentures rec~utrea mo1•tgege becidng. Many 

of the CLrBs lao~ necess ary rtnanolal resouroes to otter 

mortgage in order to float ~ebeLtures. In suob olraumstenoes, 

tbe respeotlve st~te governments provl~e temporery rtnenolel 

esststenoe rererre~ to es interim ecco~o~et1 on to the CL~as 

eneblJng them to offer neoessery mortg~ges. 

). ). ) ( J. ) FIVE POI~'T Al~ALYSIS 

An analysis or the p~rrormenoe of the LTCs st the 

greesroot level !s attempte~ here tRking into ecoount: 

coverage, reaouroe~ , loen operations, oost oontrol en~ prot!t 
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earning. 

{I) Qov~rage ot the LTCa 

A perusal of the information relating to ooverege 

by LTCa at the graaaroot level (Table ).6) shows that the 

number ot benka ~ur1ng the per1o~ under review inoreese~ 

aign1t1oantly (g1} in India an~ only Marginally in 

Benglede8h. The growth in number was alao muob higher in 

OA&e ot West Bengal oompare~ to Bangladesh. The growth (g1) 

of number ot regular members was lower in BangladeSh 

oo~pere~ to that in In~ie an~ West Bengal. en the other 

bend, growth of the number or borrowing members wes high~r 

tn c~se ot BanglA~esh oompare~ to that or both !n~le an~ 

West Bengel. Thla growth in oaae or Bangladesh, wee due 

to e very small number or borrowers (eroun~ 1000) tn the 

b~ee year. F'or the same reason, Bangle~eSb also regiatere~ 

a relatively higher growth oompared to both In~ie an~ West 

Bengal in regar~ to the proportion of borrowing members to (1} 

~Jral population, (li) borrowing members aa proportion or 

total regular members, an~ (111) borrowing members per 

heotere of gross oropped erea. Another reeson for higher 

growth rate or borrowing members per beotere ot CCA in oese 

ot Bangladesh is thet the later declined merg1nally ln the 

terminal yeer oompere~ to that in the bese yeer. 
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( n ) Management ()f Reaout:U§ 

Prom the turn1she~ information (Table ).7), 1t oen 

be seen tbet working oap1tal ot gressroot level LTCa 

registere~ s1gu!tioant averag8 annual growth (g1) in ell 

the three regions. Further, own tunt1 and borroWings ot 

PL~Bs/LMBs elao reoor~ec! sign1t1oent rise (g1) 1n ease ot 

!ndle and Banglec!esh. IIo1ti'ever, growth (g1) or c!epos1ta wea 

not round to be s1gnlflcumt 1n !nd111 as well ea Bangle.,eah. 

An anal7a1s or the relnt1ve growth ot various 

components or working oepttel shows that owne~ tun.,s 

~rgtnally inoreaae~ tn oase ot India. on the other hand, 

there was the substantial deol1ne in own~c! funds 1n oeae or 

Bangls~esh wh1oh was probably a result ot large saale 

with~rawal of shftre oepitftl oonsequent on unsat1sfAotory 

pertorm8noe ot LMBa. The relative abare of deposits 1n the 

working oep1tal ~eol1ned in oRse ot LTCs or both the 

countries. Borrowings ot PLDBs es proportion of their 

working oep1tel ~rg!nell~ .,Aolfned while it regJstered a 

r1ae 1n Benglet!eah wh1oh can pertly be attr1 buted to the 

low proportion ot borrowtnge 1n the base y~er. It la 

ev1~ent from the teot thet the proportion ot borroWings or 

Bangladesh LMBs even in the terminal ;reer was lower then 

that ot In<'1tt or West Bengal in the bese yeer. One probeble 

reeson tor this is the ine~equet~ e~ount or reftnenoes mede 

evellable to the LMBs by the government in the earlier 

period. Contrary to Bangladesh oeae, the relettve share ot 



owned runda end deposits to the total inoreased moderatel7 

in oeae ot P~t.~a 1n rieat Ben6al. 

FLr Ba' investments ea proportion ot their working 

oepttal, deollned in India end ~eat Bengal whlle it reoor~ed 

substantial stze (average annual growth or 20~) in oase ot 

Bangladesh. It seems, ?Lr Ba in India rightly preferred 

malntsinlng legall7 re,utred minimum amount aa investment 

tn order to augment their loaneble ?esouroes. Cn tbs ot her 

hand, substantial r i se in t he shere of i ~v es~ent& 1n 

working oapltal 1o Bengledeab impl i es ths t Lllos tn tbat 

country deliberately pursue~ ., polio7 of i nvestment ebove 

the re~uired mlnl~m l eTel. t.lsoussi ona with the chief 
a 

exeoutive of/~ revealed that the 1MBa do so to keep e 

m!nt~m reasonable level ot resoura ~~ i n vi ew of the 

irregularity ot retlnanoea and unaatiateatory recover y 

trends. However, this behaviour is not only against 

oo-operative obJeotives but also uneoonomio As inve~tment 

inoome is lnvariebly lower oompered to inter est income on 

loans. 

(III) Loan Operat1ona 

Date presented l n T8ble ). 8 relating to loan 

opera tions ot LTCs ahow that the supply ot loans to ult1M8te 
borrawere8 registered a aubatantlally high oompound growth 

8. In oaae of I ndia , in order tc obtain t otal long-t@rm 
loan issued to the ultimate borrowers, the amount ot 
loen 1ssu6d by the brenches ot CL~Bs to the 1nd1v1~uals 
were also taken into aooount along with the loan laauea 
of the PLDBs. 
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per annum (g1) in In~te, Bangladesh as well as in west 

Bengal. But the growth {g1) or tnoremental loan issue, 

eong the three regions under comparison, was stgnifioant 

onl7 in oese or West Bengel LTCs. 

Growth (g2) of per Benlt9 loan iasue was higher in 

aeae or Bangladesh aomperea to that or India end West Bengal. 

Higher growth ot per bank loan issue in aese ot aangledeab 

LMBa was due to low per bank loan eatiYity in the base 7eer 

en~ Blso because ot preotioelly unchanged number or branahea 

over the period. T.bat per bank LMBa loan aat1Y1tiea in 

Bangladesh were Yery low is eYident trow the t t:~ ot that eyen 

in the terminal year (1978-79), per bank loan size or LMB tn 

at.ngladeab waa muoh lower ( Tk. 0. 66 •·) than that in the 

base year or PLDSa in Ind 1a (Ba. 1.1. m. ) • 

AD anal7sia ot the loan issue by rural population 

and elao by per heatare GCA show that aengl6deah ~a bad 

higher growth (g2J in this regard oompered to that or PLnBs 

or India and West Bengel, whiob was partly beceuae or low 

loan performsnoe at the base year. That the performance or 

Danglad8ab ~bs tn reapeat of operetiona was poor is also 

evident rrom the growth or per borrower loan which in spite 

or ateep rise in the price of inputs remainea almost the 

same (Tk SOO) even tn 1978-79 as it waa a deoade before. 

On tbe other hand, per borrower loan atze more than doubled 

9. Here bau meana PLT'B/LMB. 
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ln oese of Indian as well aa West Bengel PL~Bs. This rise 

tn per borrower loan in India oannot also be regarded ea 

eatlstaotory wbeD compared with the rise of prioea of inputs. 

Reooverr Performance 

Like loan issue, loan reoovery tn ebeolute amounts 

also registered a highly a1gnlfloent growth (g1) by grass­

root level LTCa ot India, .aangletiJeah end West Bengal. aut 

when reoarery 1a oonatdered ln relation to demand for 

oolleotlon, lt ts found that reeovery rete of Indian PLr-Ba 

deollned to 54~ ln 1978-79 trom 77% ln 1969-70; tn oase of 

West Bengal PL~Ba; however, the reoovery rate tnoreese4 by 

9;4 durlag the period. Reoovery rate in oaae of Bangladesh 

LMBa oould not be oalouleted for leok ot required 

informetlon. It la also round that though per bank reoove17 

tnoreaae~ substantially tn ell the three regions, per 

borrower reoovery grew (g2) algnltloantly only in oase of 

Indian LTCa. 

Overdue a 

Tbe amount of overdues registered a signlttoant growth 

in oeae of LTCs 1n India as well ln Bengledeab during the 

period; growth or over dues, however, was not algntrtoent ln 

oase or West llengal LTCa. An enelJaia of' overt!ues 1n 

relation to demand for oolleotton Shows that the proportion 

lnoreased to 46~ tn 1978-79 trom ))% tn 1969-70 tn oeae or 

Indian PLy)Ba while the same retto declined from 51i;. in 

1969-70 to 42~ tn 1978-79 tn oese ot West Bengel PLrBa. The 
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releYant information is not availeble tor Bangladesh LMBa. 

However, an attempt ia made to estimate growth ot over~ues 

baaing on the prece~ng 7ear's loan outstanding, Which shows 

that the proportion ot overduea remained almost unchanged 

(around 50%). 

Per bank over~uea reoorded substantial growth in case 

ot LTCs in India. Thta !a neturel in view or the substantial 

1noreaae 1n the per bank loan isaue ~ • well as per bank loan 

outstanding ana also as e result ot low reoovery performenoe 

in some or the States. Further, per borrower overduea grew 

(g2) at a high rete in case ot lndian LTCs while the same 

~eclined tor Bangladesh end West Bengal LTCa. 

(IV; 10 
Man~gement ot Operational Coats 

~eta provi~ed in Table ).9 shows that per bank coat 

ot operations grew (g2) su~stantially 1n oase of LTCs of 

Benglaaeab (18~), India (1)~) sa also ot the state ot West 

Bengel. When operational coat as a proportion of working 

capital ts considered 1t ia obaerved that the ratio increased 

tor LTCs of India and Bengladeeb; it, however, ~ecl1ned in 

case ot Weat Bengel LTCs. Operation costa as a proportion 

ot working oepttel was higher tn Bangladesh than 1n IncUs 

or West Benge.!. The post tion ot .BenglsdeBh in this regArd, 

oan partly be e%plalned by the relatively low volume or 
working capital compared to other regions (see Table ). 7). 

10. In oeae of both all India and West Bengel coats ot 
operation at PLf.Bs ere only oonatdere~ here. 
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Tt oan be gleaned from the table that payroll oost as a 

proportion ot total ooat, deolined tor Indian, Eanglaaeab 

and West Bengel LTCs. 

(V) Profit Pertor;anqe 

It is observed that while LTCs in In~ie eernea 

profits only for four years, in 3angledesh the same earned 

profits tor all the years, though ot those 1ns1gn1tlaant 

amount. Information provi~e~ 1n Table ).10 indiaates that 

per bank profit, tn the terminal year (1978-79} as aompered 

to the initial year, declined in cese of India while it 

increased in Bangladesh ana ~·est Bengal. Profits ot LTCs 

as proportion ot their working oepital, deol1ned between 

the base and terminal years in India and Bangladesh, While 

the proportion increased by 2.5 times tor West Bengal LTCs 

pertly beoauae of improved reoovery pertormanae in the State. 

Though profit is not the sole oriterion of effioienoy 

ot LTCa, profits earned by LTCs of none of the regions, i.e., 

In~ia, Bangladesh an~ ~est Bengal, oen be regerded sa 

reasonable in the light ot the opportunity oosts or the 

tunds eMployed in the LTCs. 

).).4 (B) CQMPOSITI Itff?EJ OF GROWTH 

Having appraised the performance of LTOs 1n terms or 

coverage, resources, loan oparetlona, ooat control and 

prottt-earning 1n tbe preoeeding few pages, we examine LTCa' 

growth b7 oonstruotlng a composite in~ex using the rive 

eapeota and the relevant indicators perte1n1ng to eaob ot 
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them. Secular growth of vertous tndioetora, bowe~er 

relevant, giYe only e pert!el Yiew ot the growth performance. 

Henoe, the nee~ for the oo~poaite index. In ell, thirteen 

1ndloetors ere arranged into two broad groups, I.e. 

1nd1oetors pertaining to (i) loan perrormenoe and (11) non­

loan perform~noe. Covereg~, resource management, oost 

control en~ profit earning are regar~ed aa non-loan 

perfcrmRno~ 1nd1oP.tora. The relevant details are presented 

in Appendix A. 

The soore values obtained tor oompoaite index ere 

presented in~ ~iagrem (Chart IV), depleting ths overall 

growth trends of the greesroot level LTCs in In~le end 

Bangladesh. It is seen th8t the ~r~th ot Indian LTCs was 

relatively more amooth while thet or Bangledeab L~Os was 

subJect to frequent year to year t.luotuatlons. The growth 

of WEst Bengal LTCs wes steady and smooth indtoettng almost 

1nf!1aturbe~ upwert1 trend 811 through the period. 

The porformanoe of loan and non-loan in~ioetors is 

shown in ~iegrftm v. It oan be seen rr~m the chart that the 

uudtoators of Indian end West Bengal LTCs loan performance 

wee much better than thet of non-loan performance 1ndtoetors. 

Contrary to this, the Yehevtour ot LTCs' loen eff!Glenoy 

1n6ieetors !n Oengle~esb WAS more unstable than that or the 

non-loAn performenoe tn~toetors. This oan pertly be 

esoribed to unsettle~ pert!al oond1t1o~s ~urlng those years. 

The pertormenoe of LTCs index for India ooul~ have been much 
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better but tor their poor working in some of the Stetes. 

The reletivaly better performance of composite index 

witneseet! ln oese of LTCs tn v;~at Bengel was prlll18r1ly 

because of massive loen operations etter 1977. 

). ). S CHANGE I N THE L&VEL OF " EVKLOP?IENT 

The ebo'fe composite index or growth, no "oubt, has 

provided us usetul insight into the working of the LTCs btJt 

it doea not 1nd1oete the level or ~eYelnpment ot LTOs tn 

each ot the regions. Heuoe, the nee«! to assess the level 

ot development of LTCs. All the tlve aspects ot performance 

efticlenoy discussed ln (A) earlier end uae~ tn conatruottng 

the composite ln~ex, are also taken into eooount in order 

to assess the leYel of development of LTCs. A ten-point 

scale denoting the ~ifterent stages ot development is used 

tor the purpose. The details of the metho~ uaet1 tor 

assessing the level or development sr~ furnished ln 

Appendix B. 

The scale values are represented 1n diagram VI which 

shows that the level of development of Indian LTCs wee by 

fer the highest compared to that ot Bangladesh ~d We~t 

Bengel. ~nt11 1974-75, tbe level ot development of West 

Bengal LTCa was below that ot Bengledeab LTCs bnt afterwards, 

West Bengel LTCa reoorde~ a aherp rise en~ orosse~ the 

~eTelopment level ot Bangladesh LTOa end even finally in 

1978-79 beat the le'fel of !n~ian LTCs also. A comperet!Ye 

assessment ot the level o~ loan end non-loan performance 
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ln~ioetora auggeata that growth in the leter was muoh lower 

then tbe r.rowth ot the former. 

).).6 CONQLUSION 

The atruoture or LTC• in India ie not 'Jnitorm; some 

ere unitary while some are te~erel in ohareoter. But tn 

BenglRdeab the struoture of LTCs 1a uniform througho,Jt the 

oountr.y having a federal set up. Management pettern ot 

LTCa in the two countries is almost similar. As regerds 

souroes or tun~, they ere the same exoept tor debentures 

aa an important aouroe tor Indian LTCa. 

Efteotive ooverage of LTCs tn terms of ~Jrel 

population and GCA ere not very aatiateatory in In~le es 

well ea in Ban&ladeah. Growth of deposit mobilisation was 

not even algnitloant in oase of LTCa or India as also or 

Bangladesh. The supply of retlnanoes to Bangla~esh LTCa was 

not steady over the period. They preferred non-loan 

inveatment, reportedly beoauae or irregular flow of retlnanoes 

and unaatiataotory reooverr performance; the amount or 

investment ea proportion or aggregate working oepltal was 

almost the minimum required by law in oaae of Indian LTCa. 

Loan issue aubatantlally inoreaae~ in oese of LTCa 

of l>oth Inc!ls end Bangladeab; the growth was et e muoh 

taster rete in case or West Bengal LTCa. But the lnoremantel 

- flow or loan issue wes not steeey in o~ae of Bangladesh LTCs. 

ReooYery poat tton of Indian and dangledeah J..TCs deteri_pret~d 

over the perlo~. 
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The inoreeae in the per bank operetionel oo8ta wee 

not substantial compar&d to the rise 1n the price level. 

HoweYer, non-payroll oosts pleye~ a greater role in the rise 

ot operational oosta. 

Profit perfor~en~e wee not aAtiatactory tor both 

Bengl~~esh en~ Inrlien LTCs. Rete of return on ~Jn~s 

employed (working oapttel) is found to tbe r1d1ouloualJ low 

tor LTCs ot India as well es Bengledeah. 

The pos1 t1 on ()f aengl.at!esh LTCa ee regards e;rowth 

or oom~oaite index as also tbet of the level of d~velopment 

is found to be interior compared to India as olso to the 

State of ~eat BeDgal. The enalJais turthnr reveals thet 

LTCs in both India and Bangladesh laid greeter empheata 

on loan operations and neglected non-laan aspects, viz •• 

efteo~1Y~ coverage, mobilisation ot local resources, 

controlling ooete of operation at a reeaoneble le.el end 

earning minianam aaoant of proti ta in the light ot opportuni t7 

cost ot the tnada. 

SECTION III 

OQ-OPERAT!VBS AS A WHOLE 

In the preoeeding two sections grsssroot level 

short-term an~ long-term oo-operatlve structures hsYe been 

dealtb with separately. In this seot1on we appraise the 

performenoe of co-operatives as e whole. 
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).4.2 (A) FIVE POI~~ ANALYSIS 

As was done earlier, pertormanoe ot co-operatives as 

a whole ia examined here in respeot of rive espeots t.e. 

ooverege, reaouroe mobilisation, oredit -extension, oost 

oontrol end protlt earning. 

(I) Coverese 

Coverege ot the oo-operet!ves may be considered in 

terms o~ numb~r ot Soclet1Ps/Banks en~ also 1n t erms ot 

membership. Bowsver, etteot1.ve ooversge is taken to mean 

ooverege 1n t erms or borrowing members. In analysing 

oov9rsge of the co-operAtive sector sa e whole, the number 

of Soc!et1es/Benks has cot been taken into acoount as it 

would not be proper to 8dd soo1et1es ~ith banks because or 

their heterogenous ohereoter. 

Information furnished in Table ).11 shows that growth 

{g1 ) or oo-oper8t1?e aemberehlp ana borrowing membership was 

stcnttioant in India as well as in Btutgledesb; the growth 

ot both these tndloators or ooYerage was reletiYely higher 

ln oese ot Bangladesh oompared to that ot India. Further, 

growth or coverage in terms or both tbeae indicators was 

highest 1n oese ot West Bengal Co-operatives. When oaY~rage 

ta Ju~ge~ b7 borrowing members sa a proportion ot total 

members, we 11n~ that tbe same decline~ mergtnally tn oese 

ot In~ian end Bengledeah oo-operet!vea while the growth (g1) 

was sherp in osae ot West Bengal. The Indian poe1tton in 

thts reger~ oan partly be aacrtbed to a relatlYely higher 



112 

proporttoa at the bese year end partly because or low 

co-operative ecttvttiea in some ot the States. It may be 

noted tbet tbe Bensladeah Co-operatives witnessed the 
(23%) 

lowest coverage/In ter.a of the proportion or borrowing to 

total members eveD tn the terminal year (1978-79}. 

When we analyae the coverege or co-operatives by 

computing the ratio or borro.tng members to (1} per beotare 

ot GOA ana (11) rural population, we find that there 

was substantial growtb (g2j in both tbe conntr1ea. The 

growth perrormsnoe ot borrowing mem»ers per hectare or GOA 

was by for the highest 1n cAse of ~est Bengel Co-operatives. 

en the other band, coverage or rural population wes 

unsatisteotory even at the terminal year. This 1a evident 

from the teat that in 1978-79 Indian co-operatives covered 

(aa borrowing meMbers) ;.8~ persons out ot one thousan~ 

rural ~opulation wb1le it was 1.47 persons in oese of 

Bengledeah Co-operatives end 3 persons in West ~engel. 

(II) W8n6gement of hesouroea 

Table ;.12 reveals that the amount ot working capital 

along with its components, i.e. owned tun~s, ~eposits and 

borrowings ot In~ien and Bangladesh co-op~ratives registered 

a h18hl7 slgnifloant growth (g1)- higher !n oese or the 

latter. 

But when the growth (g2} or (1) owned funds an~ 

(i1) borrowings, aa a proportion ot working capital are 

Judged, it 1s seen tbet both ot these declined mergtnellJ 
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1n oaae ot oo-operattvea ot all the reg1ona unaer 

oomparlaon. On the other han~, depoalta aa proportion ot 

working oepttal marstnallJ tnoreaaed tn oaae of 

oo-operativea ot both all India and Bengla~eeb while the 

same registered nottoeeble ~eoline for Weet Bengal 

oo-operativea. Tbe inorease ln the ~epoaita ot BaDgle~eab 

Oo-operativea was largelJ due to the syatem or weekl7 

oompulaory deposits followed by IRnP co-operatives. The 

substantial deoline tn the relative poaitlon ot deposita 

wttneased in oaae ot Weat Bengal Co-operatives lmpllea 

tbetr greater dependence on borrowings tor required tttnda. 

An analrsia ot investment as proportion ot working 

oapitel and aa proportion ot loan Issue reveals that both 

ot tbeae indtoetora deoltned over the period In osse ot 

Indian and West Bengel Co-operatives but showed sabatantial 

lnoreaae in o8se ot Bangladesh Co-operatives. The deollne 

registered by these lndlostors implies that co-operatives 

ln India del1beratelJ tollowed a poltoy ot ohennellng 

minimum tunde to non-loan tnves~ents tor the purpose ot 

augmenting tbetr loanable reaouroea. On tbe other ben~, 

an lnoreaae tn the volume or Investments aa proportion or 

working oap1tel and loan laaue tn oeae ot Bangladesh 

Co-operatives suggests that ther, in order to avot~ hazerds 

or loan operation, favoured riskless lnoome from investment 

other then loans wbloh ia oontrary to the Interests ot 

members ee well ea oo-operettves. 
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(IIIl Loan Operations 

A peruael ot the ~ate relating to loan operations 

(Table ).1)) shows that growth (g1} ot loan iaeue tn 

absolute amount wee algnittoant tn oeae ot the co-operative 

sectors ot India en~ Bengla~esh en~ Weat Bengal. Tbe 

growth was a little taster tn oaae ot co-operatives ot 

BangladeSh oompered to that of tn~ia but the fastest rete 

wea regiatererl by \lest Bengal co-operatives. Incremental 

tlow ot loan iaeue grew (g1) in case of co-operettvea of 

both the countries but wee not stetlstlcally aignlticent. 

However, growth of incremental loan issue was aignttioent 

in case or oo-operat1vea ot ~ eat BeQgal. 

On the baste of the growth (g2) ot per borrower 

amount of loan, per oepita amount ot rural loan ana volume 

ot loan issue ea proportion ot Gr.P from agriculture, it ta 

possible to oonolude that performance ot Indian 

co-operottvea was relatively better than that of Bangladesh 

Oo-operettvea. Growth (g2) ot the volume of loan issue per 

heotere of GCA was better ln ~ese of Bengle~esh Oo-operettves 

oompere~ to that in India. This oen partl7 be attributed 

to m8rginal deoline ot GCA in Bangladeab, aa state~ earlier; 

GCA, bowever, rose in India ea well as in West Bengal. The 

better performance tn reg~r~ to loan issue witnessed by 

co-operatives in West Bengal wee e oonsequenoe ot lend 

retorms allowing ahere croppers to obte1n oo-operetive 

loens, prevtouslJ denied to them. This was also reportedly 
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beoauae ot the commitment or the State Government for 

* rural t!evelopnaent. 

ReooYety Pertor!@noe 

The reYolving character of co-operative funds can 

be maintained onlJ ~J ensuring ttmel7 recovery or loans. 

It la seen that reoover.y in absolute amount registered a 

highly aignitlcant growth (g1) in oese ot oo-operativea ot 

all the three reglona - taster in D&ngladesb than 1n In~ia 

and taateat tor West Bengal. There waa some improvement in 

the reoovery per borrower ln oaae ot Indian, Bengleaeab and 

West dengal Co-operatives. Taking into oona1derett on the 

enormous increase in the per borrower ~ount ot loan 

outstandiug, the growtb ot per borrower r£oovery aennot, 

howeYer, be regar~ed impressive. 

OVerdue a 

Loan oYP~duea of co-operatives has been e metter ot 

oonoern not only to the co-operators but also to the 

Governments - local and netional. Overdue& 1n absolute 

amount registered a aign1tioant growth (g1j 1n case or 

co-operatiyea ot India, Hangledesh and West 3engel - teater 

tor In~ie than tor Bangladesh end alowest tor heat Bengal. 

That the overt!ues position of the Indian co-operatives 

(both ot STand LTJ was worse compared to that ot Bangladesh 

~ InterYiew ot the author with the former Financ e 
Minister ot West Bengel Mr. Ashok Mitra 8t Poone on 
10th ~eoember 1982. 
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oo-operet1vea 1a evident from eubstentiel inoreese tn tbe 

per borrower overduea an~ elao rrom sign1tioent inore9se 

or overduea 88 e proportion ot previous year's outeten~ing. 

The rete of over~ues in relation to demend tor oolleotton 
11 tn Tn~le inoreAeed to 45% tn 1978-79 from J8~ in 1969-70. 

A similar exeroiee reveals 8 r educti on ln overdue& tn oese 

ot Weet Bengel oo-operett ves. Jior l eak or euoh 1nformetton, 

overdue rete tn oeae or Banglo~esb oo-operettvee ia ju~ged 

in relation to preoedtng year's outaten~ing loan. I t shows 

that overdue rete tnoreesed to 57~ 1n 1978-79 from a little 

more then 22~ in 1969-70. 

• (IV) Menegement ot Operational Costs 

The tnrormetion provided in Tabl~ ).14, reveals that 

operational ooste per borrower tnor~~sed relatively st 8 

hlsher rete in oeae of Indian oo-operetlves oompere~ to 

those or 58ngladeah; fastest growth (g2) wea registere~ 

by West Bengal Co-operettvea. The ratio of operational 

ooata to working oapitel rose (g2) at e fester rste ror 

Bangladesh oo-opersttves than tor Inc.Uen or West Bengel 

ones. 

It ts seen that payroll oosts es e proportion of 

11. Refers to ov~rdues of all graasroot level 
eo-operst!ves exclu~ing the branoh~a ot CL~Bs. 

* "per e tionel oosts of the br anches of CLT1Bs in I ntUe 
en~ that of TN~P co-operatives in Bangladesh ere 
not eve1l eble; hence, not taken i nto aooount. 
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~otal ooats inore~se~ ~rgtnally tor Tn~tan ftnd deoltne~ 

marginally tor Bangladesh and West Bengel Co-operetiv~s. 

rnoreese in the total coats or operetton with ~ecline or 

marginal increAse tn payroll oeste suggests that the oost 

increase wae be4Buae or the rise tn non-payroll costa or 

whiob coats or tun~a ere the major component. Further 

enal7sia ot non-pa,roll oosta ooul~ not be attempted owing 

to non-eva1lab1lit.y or ~1seggregetea tntormatton in this 

It ta also seen that ooeta or operation per hundred 

(Tk/Ra) ot loan laaue lnoreased by 2~~ in oaae of Bansladeah 

co-operatives; bT 50~ an~ JS~ tor rn~ian and West Bengel 

oo-operativea respectively. However, the increase tn the 
of 

operational costs in ceRe ot o~-operativ~s/both the 

countries when oompared to the rtse in prioes, cennot be 

regarded as unreaaonable. 

( V} Prot1 t Pertormano e 

Prottt bas been considered as an important indicator 

or operational ettioienor. Though are not commercial 

organ1s~t1ona meant tor earning profit, oo-oper8tivea are 

expeote~ to earn reasonable amount ot prortt from their 

operation in view ot the opportunt ty ooats ot :tun~s. 

It is observed from available data (Table ).15) 

that In~1an co-operatives \n two out ot ten yeArs en~ 

Bengle~esh co-operatives in one year 1naurre~ lo~ses. 

West Bengal oo-operatiYes, on the other hand, eerne~ prottta 
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in all the yeera, or oour••• with some tluotuettona. Per 

member prottta tn oeae ot Sengle~eab oo-operatives remained 

very low ell through the years (Tk.1) wbtle ln oeae ot West 

Bengal co-operatives tt wes slightly better i.e. tn 1969-70 

1 t wee qs. 2 whtoh lnor~aeec! to 1.s. ) in 1978-79. 

). 4.) (B) COMPOSITE INDEX OP' GROWTH 

He~ng outl1n~d the perrormanoe of oo-operatlvea in 

terms of ooverage, reffouroe mob111eet1 on, loan1.ng operstiona, 

oost ooutrol on~ prot1tebil1ty, we oonstruot here s oompoatte 

index of growth tn or~er to evaluate the ov~rell growth. 

fl.s 1nCJ1eate~ earlier, we have oonstruoted a oompoatte 

index of growth by taking the five c!itterent espeota ot 

co-operatives opc~stlon end classifying them into two 

groups, i.e., (1) 1ndio8tors relating to loan opernttons 

end (2) 1nd1oetors relating to non-loan pertormsnoe. 

neteils or tho ~etbo~s adopted in oonstruotlng oompos1te 

tn~ex may be seen 1n Appendix A. 

The compute~ score •~lues ere plotted in e ~iagram 

(Chert VII ) whtoh ahows tbrt the growth or 'i'iest Bengal 

Co-operatives was higher then that ot Bangladesh 

oo-operetlvea which, in turn, was higher than that ot Indian 

Co-operatives. Inap!te or ao~e tluotuetions, the oo~pos1te 

index of oo-operattves ot Tn~te ea well es Bsngl ~ ~eeh showe~ 

an underlying upwer~ tren~ whioh was relatively stea~y in 

oaae of tb~ former. 

Froc Chert VITT d~p!et1ng the movements in the two 
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tndtGatora, it· oan be seen that the pertormBnoe ot noD-loaD 

in~toetors was inferior to that or loan tn~ioators tn o~ae 

or Indian Co-operatives. r.n the other hen~. BBngle~esh an~ 

West Bengal co-operatives ehowe~ ft ndx~c! behev4 our. 'I'be gap 

or the composite growth ot loan end non-loen 1n~1cetora in 

ceae or West Bengel co-operatives ~• m~oh wider than that 

or either 3aDgle~esh Cc-~pEratives or I~1en oo-operettvea. 

).4.4 (C) CIM!iO:;i! !N THE LEVU 01 r.F.Vn.~1i"~N:' 

It 1s not poas1bl• t~ oo~prehend the level or 
~ovelopment ot oo-operet1ves !n eaoh of the regions either 

trom aeoular growth or ~nd!vidual 1nd1oetors or from 

compost tG 1n(l!ex or the f.Dd1oators. It 1s, therefore, 

~ectded to aseess th~ level ot oevelopment cf the 

eo-operative sector 1n eaeh region by ua1Dg a 10 point 

aoele ot ~evelopment oonatraete~ en lines d1seusee~ tn 

Appenc!i:x B. 

The level ot ~evelopment of the co-operative seotor 

or ~trrerent reglon8 un~er comper1son ls pr£sented in a 

~1egrem (Chert IX) wbioh abows thEt the Indian and West 

Bengal poa1t1ona were ~Job b~tter tten that of Bangladesh. 

The gap in the level of development bet~een In~ie end 

Bengle«leah, 'Ml1oh wee wif!e at the beginning widened further 

~ur1ng the perlo~. An~ tbe gap ln the level or development 

or co-operatives between Bsngla~esh ~n~ Weot uongal w&s 

marginal ~uring first three years (till 1972-73) etter whiob 

the gap went on w1~en1ng. 
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). 4. 5 (l)) SOME REGRESSION ESTIMATU. 

In the following few pages, we analyse the regression 

estl ~~ tes made using soae of f~otors influencing the supply 

ot oo-operattve orealt. Some of the lmportent :rectors ~tre: 

the amount of ~eposlta mobtllaed; the amount of borrowings; 

GT"P from agrloulture I!IS s proxy for the lnoome levels of 

the rural population as also for Governments resources to 

provide reflnenoes; reoOTery of loen du~s, beei~es 

orgsnisetlonel strength ot the oo-operettves. on the other 

han~. deman~ for oo-operet1ve credit is lnflueno e~ by feo t ors 

suoh es number of soot .. ttes, number of members ~es1r1ng for 

loans, gross oroppe-' 8res un~er oul tlvetion, 1rr1geted area , 

es a proportion to gross oroppe~ Rr~A, HYV Ares as e 

proportion to GCA, use of fertiliser end emount of rftlntell. 

However, we could not use all these verJebles 

together owing to availeb111ty of abort time series ~eta. 

After experimentation •• finally seleote~ three varlabl@S 

tor running the regreselon. The postule ted relationship 

ts as follows: 

Y • eo + b1%1 + b2 %2 + b) x) 

where 

Y • amount ot oo-operative ora~lt issue~ 1n eeGh 

year (dependent ver!eble) 

X1 • number of borrowing members 

X2 • amount of workln& capital 

x3 • lrrigftted area es proportion of gross oroppe~ area. 
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The e-pr1or1 relationship or eeoh or the indepen~ent 

Yerieblft with the dependent one is explaine~ ea un~er: 

X1 • number of borroWing members. 

Mere tncreese in the number of aocieti~s ~nd number 

of members without correspon~lng increase ln the number of 

borrowing members will not 1norees& the t'lernend for 

oo-operstlve ore61t. Because of the tuud oonatrainta end 

beoeuae or some ot the rules or the oo-oparntlves inoludlng 

barring the defaulting memo~rs to borrow, all the memosrs 

uaually oannot become borrowers. As auoh, 1t 1a as&ume~ 

that higher the numb~r of borrowers, higher will be the 

re~ulr6~ tunda end higher will be the supply of co-cperet1Ye 

oredit. Henos, we exp~ot the ooeff1~1ent ot Xt ~o oe 

poa1t1Te. 

X2 • emouDt ot working capital. 

The amount cr working capital bas been considered 

ea tbe ~ost important feotor ~eterminlng the supply of 

oo-operat!ve ored1t. It oen be noted here that v~rkin& 

oep!tal itself ls a function or owned f unda, deposits end 

borrowings end as such these =omponents have been exoluded 

to eyo1~ multt-coll1ne8r!ty. It is assumed that higher the 

working oepitel of oo-operst1ves, larger will ~e availability 

ot loanable fun~s. Thus we expect the coeffloient of X2 to 

be poaitlve. 

X) • irrigated eree 88 e proportion of acA. 

Irrigation hes now been accepted throughout the worla 
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aa ea important tn~ioetor or modern oultivetton leading 

to h18her produot1v1tJ. This 1a eleo oonai~ere~ by many 

at home and sbroa~ ee e proxy tor aeohen1setton. The 

oult1vetion of BYV oella tor 1rrtgetton. It is assumed 

tbet the higher the proportion ot irrigated erea, the more 

~11 be the need tor funds, not oDlJ to meet the oost ot 

irrigation but alao to provide improved seeds, higher ~oses 

ot fertilisers and uae of epplie:10es. .We, tlwr ofore, 

expeot X) to have a poa1tlve aoertioleut. 

The resulta are given below: 

- - ~ - ~ ~ - - - - - - - - ..... - ~- - _ .. _____ 
Regions R2 ~1 X2 X) - - - -- ....... - - .. - 4lt - - - - - - - - - - - - .. - --

1 • India 0.997 + o. 5548~• ... 0.1297* ... 4. 9340• 
(o.on4~ (0.0398} {1.760S) 

2. Bengledesh 0.972 + 0.)28S~~ ... 0.06)6 - 0.1)45 
(0.0585) (0.0787) (0. 1002) 

). West aensa1 0.996 .. 0.1.001~~ + 0.2515*~ + 0.0554 
(O.o634} (0.0479) (0.0979) 

.., ...... ._ .... ----~ .. --.- ... -- .. -------~-~.-,-
Figures in brftoketa are standard errors of estimates. 

•~ Stgn1t1oant at 1 ~ leYel. 

• Signtrtosnt at 5;,.; lnel. 

-- -~,..-----~--- ...... ~ ... --- ... --- -~ .. -------
It ia evident that the three indepenoeut variables 

explained more then 99~ ot the variatiou in the independent 

variable in oase ot India and ~eat Bengel end 97~ in o~se 

of I:sengladesb Co-operatives. The thre~ in~ependent variables 
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have the right signs, exo~pting XJ in cese ot Bangladesh. 

It ta observed that ell the three variables 

contribute~ atgntttoently in the supply or co-operative 

oredtt tn C88e ot Indlej however, X1 appears to be the 

most important followed by X2. In oese of Bangladesh 

co-operatives, wbtle X1 end X2 seem to have influence, only 

X1 contributed significantly in the flow ot ore~it. All 

the three variables positively contributed in the flow or 

co-operative oredit tn West Benge~ but the contr1 but1 ons 

of only X1 end X2 were statlstioelly significant. Further, 

the observed insignificant contribution of the working 

oepttel to the supply of oo-operettve credit in .BanglAdesh 

oan be expletnetl by the eerliel" mentioned preterenoe or the 

co-operettves to utilise substantial amount or working 

oapital for non-loan investments. 

X) (i.e. irrigated land as proportion ot GCA) has 

relettvel7 leas intluenoe in the supply of oo-operetive 

credit of ell the three regions; it ts decided to return 

the regression excluding this variable. The results are 

a• under: 

Regions 
- - -

1. India 

2. Ba.ngledeah 

). West Bengel 

- -

0.994 

0.964 

0.996 

+ 0.5738** 
(0.10S5) 

+ 0.3)31 ** 
(0.0616) 

+ 0.)799** 
(0.0498) 

+ o. 2178*¥ 
( o. 0)44} 

+ o. 0118 
(0.0724) 

+ 0.2689*~ 
(0. 0334) 
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.. - - ._. - ~ - -
Figures tn brackets tnd!oate stan~er~ error 
ot the estt mete. 

Signitioant at 1 ~ tun~. 

......... 

It ts cleer that X1 and X2 ere the moat important 

ver1ebles lntluenolng the supply ot oo-operetlve oredtt tn 

both Bangla~eah, In~1e and West Bengel. However, the 

influence ot X2 i.e. working oapital in aangledeah on the 

supply or oo-operattve cre~it 1a not aignitloant tor the 

reaaon stated earlier. or the two vertables, working 

oapltal has contributed more to the supply ot oredlt 

oompered to the number ot borrowing members in India and 

· 'est Bengal. • 

* Sitollarly, a mocJest attempt is ~tlao mede by uatng 
ruult!ple regression to explain mounting oo-operative 
overdues. Three inBepen~ent variable oonstdered tor 
the purpose are: per borrower loan outstan~tng, per 
borrower rettnenoe outstanding and GrP from agrloulture 
88 a proxy tor the lnoome levels or the borrowers. 
&Jt the results ere poor. To avo!~ stook etteots, the 
regression was rerun with tnoremental values ot the 
variables excepting GnP trom agriculture. The results 
did not show muoh improvement. Hence, we refrained 
trom giving detetls or the regression 8xerc1se here. 
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OONC.LUSION 

Co-operative sector in India has been un~ergoing 

substantial reorgen1set1on prooese while it wes not the 

case with Bengla~esh co-operatives as a result of which 

there exist a large number of non-viable and ~ormsnt units. 

As long-term co-operatives in India ~o not have a uniform 

atruoture in 811 the stetes, there is a problem in reger~ 

to comparison of their pfirformsnce with those of Bangladesh. 

Bfteot1ve coverage of co-operatives in terms of borrowers 

as proportion ot rural population is foun_, unsatisfActory 

tn both the countries. However, an improvement of coverage 

in terms of GCA is notceable. This, however, indlostes 

tbst co-operatives in the two countries pursue~ , by end 

l erge, e pol1oy of land-centered operations. 

The eXpectations in respeot ot mobllistng increasing 

amounts or looel resources in terms or paid up capital en., 

deposits have r emained largely unfulfilled. This is evident 

from ve17 lnatgntttoant increase or eYeD deol1ne or owne~ 

fUnds end deposits over the period by the co-operative 

sectors of both Bangladesh and In~la. ~epostt performance 

ot Bangladesh oo-operativ6s, however, was better because 

ot the i ntroduction of compulsory weekly deposits system 

by I RnP co-operetives. 

A portion of the funds ts required by co-oper'ftive 

bye-laws to be invested in an approved manner. It is seen 

that co-operatives seotor in In~ie made investments t o the 
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exteat re~1tref un~~r the rules sua augmented their 

loanable resouroes, wblle Bangladesh oo-operettvea ere 

observe~ to have ~iverte~ a larger proportion or available 

tunc!s to non-loan investments which oannot be justified on 

eoonom1o or non-eoonomio groun~a. 

While the vol,Jme or c!isbursements of oo-operatl ve 

loans increase~ remArkably in both In~te en~ Bangl9deeh, 

the lnor~mental inflow of ored1t wes erretio 1n oese of 

the letter end dlsappotnttng- in oese of the co-operative 

sector in India. Further, the perfor~ence of oo-operattves 

in both the oountrtea tn tel~ or disbursement or 

oo-oper8tlve loans as proportion of GJ.P from agriculture 

88 well 88 per capita disbursements or loans has been 

unsatisfActoey. However, an increase or loan c.Usbursements 

per hectare of land un~er cultivation is noticeable. This 

means, co-operatives in both the countries ere pursuing 8 

land-oriented Rn~ not purpose-oriented loan operations. 

Most or the rise in the operational cost or tbe 

co-operatives in both the countries was meinly ce11sed by 

tbe tncreese 1n the non-pap-oll costs ot wbicb ooat or 

tun~s tor both refinance end deposits are the major 

components. 

Profit performance or the co-operative sector of 

both the countries is roun~ to be fer from setiafPotory, 

perttoularl7, in a view of the oonoessionel supply or 

refine noes encll opportun! ty cost of funds. 
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Growth or composite in~ex as well as the leYel or 

development were relatively higher in oase or the 

oo-operetives of In~ia an~ West Bengel oompered to those 

ot Bangladesh. Negleot of non-loan eapeota or operations 

like erreotive oovarage, resouroe mobilisation, oost 

oontrol an~ profit earning impaired the growth perform~noe 

Of both composite lnctex en<' that or the level of deYelopment 

of oo-opereti vea not only 1n Bangledesh b•Jt also in !neUe 

end West Bengal. 

Working oepltal followed by DUmber or borrowing 

members are round to be the two moat important faotora 

determining the supply of oo-operative oredit by Indian anct 

West Bengel oo-operatlves. Bat, in Bangla~esb, working 

oapital was not a s1gn1f1oant determining teotor ot 

oo-operetiYe loan supply probably beoeuae co-operatives in 

that oountry have utilised en 1noreea1ng proportion o£ working 

oepital tor non-loan investments. 
-
l The taotors wblob seem to be largely responsible 

for co-operative overdue& 1nolucte: attitude of the borrowers 

towards repayments; pol1t1oal leaders' advising borrowers 

not to make repw,rmenta; demonstration affeots of defaults 

in the netgbbour-bood; natural oelam~ttes oausing orop 

failure. \ 
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.Appendix: A 

Method uaed 1n oonetruattng Compoatte Index or Growth 

Five different aapeota of efttoienoy measurement ere 

oonsitlered in oonatruoting a composite index ot growth. 

These aapeots along with different indicators ere srouped 

un~er two broad hea~e es un~er: 

(I} Lgan Effioienoy Te!t 

( 1 ) Loen issued as % GDP from egrioulture. 

(2) Loan 1saued per •ooo• ot rural populetton. 

(3 ) Loan issued per hectare of gross cropped erea. 

(4) Net ~ nflow per '000' rural populetton. 

( 5) Net inflow per hectare of gross oropped .aree. 

(6) Recovery 88 % or outstend1ngs or the preoe~tng 

(II) Non-Loan Effloienoy Teat§ 

(a) Teat of Qoverege 

( 1} Borrowing members per '000' of nrel 

population. 

{2) Borro~ng members per hectare or gross 

oroppef! area. 

(b} Teet of Resource Menesement 

(3} Owned tun~s end deposits ea % of working 

oepital. 

(4) Loena issued as % ot working capital. 
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(o) Teat of Management of Costa• 

t5) Working oepital es ti ~e• ot oost of 

unegement. 

(6) Loans issue~ as times of oost of management. 

( 4!) Teet or Ptpti t P erforpnqe• 

(7) Profit as ~ of working oepttal. 

Time aeries ~ata relating to the tn~ioators steted 

ebove were obtaine~ en~ ere 1n~exed taking the figure for 

the bese year 88 100. Then, the indeX Yelues Of the two 

bros~ espeots, Yiz., loan ana non-loan ettloienoy, are 

summed up en~ divi ned by the number or ind1c etors 1n eeoh 

eapeot in order to tina everege value or eeoh sspeot g1Ying 

equal weights. 

Thus, weightage of eaoh loan indicator oame to 0.08 

while that tor eeoh non-loan indicator oeme to 0.07. 

Finally, tbe following wetgbtege was given to the rive 

different aspects of erttoienoy. 

( 1 ) Test ot Etf1oienor of loan operation 50.~ 

(2) Test of Coverage 14.29% 

() ) Test or resource management 14.29% 

(41 Test of Management of oost 14.29% 

(5) Test of Profit Performenoe 7.1)~ 
_....,.., ..... _ ... 

¥ In oese of Bsnglat!eab PACS ooat and profit information 
are not available relating to IRDP sootetlea. Hence, 
oost end profit ot Bangladesh PAOS relate to only 
traditional oo-operat1Yes. 
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Highest wetghtege is g1Ten to the main tunotlon 

expeoted or tbe PACS, Tiz., loan operations 1nolu41ng 

reooTe~ pertormanoe while lowest we1ghtage 1a g1Yen to 

profit pertorunoe etnoe PACS ere not ooiiiDleroial 

organteattona with the matn obJeot ot earntnc prottt. 

Tbeae tlYe aepeota are,or oouree, not wholly 

independ&nt ot one another. Some 1nterrelete~ness ct tbe 

aspeots oennot be ruled out whloh,however,te not likely to 

a1gnttioantly atteot the results. 
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Appen{11x: B 

Metbo~ gt Assessing the Level of ~evelopment 

Index values of indicators represent change in 

relation to beae year. They, however, cannot provide us 

intormation relating to the level ot development. Hence, 

it is necessary to ~evise a method tor assessing the level 

or development. 

All the thirteen ind1oetors under the five aspects 

as discussed in Append\x: A ere considered 1u assessing 

the level of development. A 10 point scale is used to 

denote veri ous stages or development 1. e. scale point 1 

(one) 1s for lowest level while scnle point 10 (ten) 

~enotes the highest level or development. 

The velue of eeoh of th~ thirteen indiontors is 

aons1dere~ separately in order to obtain the scale values 

ot the level or develop~ent. Of each or the fnd1cetors, 

the highest value recorded ~uring the period under review 

is oonsidere~ the maximum obtainable level wh1ch is then 

divi~ed by 10 in order to indicate the different l~vels 

ot performAnce or each indicator. 

As is ~one while constructing the oomposlte 1n~ex 

all the indicators are clesstr!ed into two groups, i.e., 

loan and non-loan indioetors, giving equal weight to t he 

two groups. The score values thus obtained are then 

summed up anrl averaged. 



T~ble ),1; Ooverage of the, PACS 

Items 
1969-

70 
~ 

79 
Growth 
Rete( %) 

Ban~l ~(leah 
1969- 1 78- Growth 

70 79 Rete( %) 

West B~ngal 
1969- 1978- Growth 

70 79 R8te(%) ................. _ --------- .. ------ ----~-- ---------
1. Number of soolet1es 

(in '000' ) 

2. Number ot members 
(lekb) 

3. Number gf BorroWing 
Members@ (lekh} 

4. Borrowing Members 

163 

117 

ee ~ of total members 39 

s. Membereh1p p~r 
aoo1ety 

6. Borrowing JV~mbers 
per soo1ety 

1. Borrowing Wembera 
per thousand heotares 

18) 

72 

ot GOA 72 

g, Borrowing ~)iemb e:rs 
ee ~ or rural 
population 2.72 

526 g1 6. 55** 20 

)6 g1 -0.64 25 

')~ g2 12.19 74 

196 g2 11.13 19 

108 g2 4. 54 38 

3. 73 g2 3. S1 0. 81 

g g1 4.171,\\'f 

22 g1 8.6S~¥ 

11 g1 11. 97*;V; 4 11 g1 1 5. 21 ** 

23 g1 -2.1' 40 50 g1 6.55 ~~ 

50 g2 -4.35 275 g2 13.31 

11 g2 -6.07 33 138 g2 15.90 

65 g2 9.10 140 g2 10,10 

1. 46 g2 6. 55 1. 23 2.85 g2 9.34 

.... ------ .. -- ..... ------ ....... -------- - - - - - ~ - - - - - - - - - -
G·JA • OrosA Oropped Area. 

~ ~ • Slgnifloent at 1% level, 

~ • S1gn1f1oent et S% l evel. 

~1 = Borrowing member s of Bengle.,esh PACS were osttmetc~ on the bests nf 
ev&x·oget loan size ( TK 2S1) rel!:ttng to nnw oo-op,retl vea ror the 
perto~ 1974-75 to 197a-79. 



r~bl e 3. 2: Reso13roes ot PAOS. 

Items 
1969-

70 

~ 
1~ Growth 

79 Rete(~ J 

(TK/Ha tn M1llton) 

Benglac2eah 
1969- 1978- Growth 

10 79 Rete(~) 

West Bengel 
1969- 1978- Orowtb 

70 79 Rete(%} - - - - -- --- - - - - -- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
1. 0wn& ~ tunt5s 

2, reposlte 

). Borrowings (A) 

4. Working Cepttal 

5. Owned tun., As ~ ot 
Working Capital 

2)90 6179 10.54·~ 

6)0 2164 12,99v• 

6180 1S)11 12,22•* 

9220 30927 12.78~~ 

26 ;(0 -2.88 

37 

24 

199 

260 

127 u .. 14-Qo:* '~3 

111 18.)9~* 7 

706 1).05*• 16? 

14.2) 1).45 -0.6) 

172 14.)2 • ~ 

24. 12, )2'~'* 

930 18. 87"• 

6. ~epoe1t ec ~ ot 
Working Oepitel 6.8) 6.98 0.24 9.2) 11.76 2.69 ).2) 1.90 -~.87 

7. Borrowtnga aa ~ ot 
~·tor ldng Ct!pttftl 67.0) 59.21 --1.)8 76.54 74.79 -0. 26 76.96 7),S2 --0.51 

8. Inv~et!Dftnt A8 % ofP 
Working O~ptt&l 12,69 7.,6 -S.19 10.14 6, 80 -4.44 

(e) Jorrowings of Bengladesh IRf? ~o-operet1ve ayatem tor yeers 1970-71 
to 197C-79 w~r• eattmnted uetng th~ eeme ~roportlon ~~rlnu the yeera 
1967-6g to 1969-70. 

** Bigntrtaant et 1 ~ level. 

~ ntgntttaant et ~% level. 

g1 For items 1 to 4. 

g2 For the r emetnlng 1teme. 

$ Investment r8letlng to Bengl ~~esh PAOS exolu~ea investment by 
IRnP oo-oper8t1vea. 



Te ble ), 3: Loan J•erformange of PACS 

(TK/Rs in M!.l llon unless otherwise 1nt11oetet'l) 
~ ~ ~ - - - ~ - - ~ - ~ - ~ ~ ~ ~ - - ~ - - - - - - - ~ - - - - - ~ - - ~ - - - ~ - - - - - -

Items 

1, Loen Ist.ued 

2, Loen R~oovore~ 

), Net Inf'l ow ( 1-2) 

/lll IntUe 
1969-· 1978- Orowtb 

70 79 R~te( ~ ) 

Benslat!eab 
1969- 1978- Growth 

70 79 Rete(~) 

')400 14'):~ 0 11.44"- $ 14.5 

4550 12)20 11.10~* 8) 

)52 12, 40* '~ 

268 18. 00""* 

84 -1,04 

\'lest Bengel 
1969- 1978- Growth 

70 79 Rete(~) 

94 

6) 

)1 

640 27.79** 

912 25, S)** 

4. Loan outstF.!nc.Ungs 

8SO 2260 1),26*~ 

7110 20494 18.67~ 

62 

222 524 8. 77** 170 

~28 29. 25 ~·· 

956 18, 69** 

442 10,71 5. Loen overt1ues (e) 

6, OVer~uee Aft ~ of 

266) 9270 1),)9~* 48 

preoeatng yeer's 
outaten~1ng8 

7. ! .. oen Iseue AS ~~ ot 
GnP from Agriculture ),42 4~78 ),72 

8. Per Cs.pits Loan 
I e •ue ( Tlc/Ra) 

9. Loan Issue per 
hectare ot CCM. 

12.54 28.95 9.)0 

(Tk/Rs) )), 2g 84.1) 10,)1 

10. P~r sootety loan 
tsaue ('OOO Tk/Rs} )),13 151. 88 1b,92 

11, Per Horrower Loan 
Issues (Ra/Tk) 

12, Per Sooiety Loan 
neoovery ( '000 
Tk/Rs) 

1), Per Borrower Loen 
Rconvery (Tk/Rs) 

776 

27.91 128.)) 17.03 

)39 655 5.79 

14. Per Sooiety Over~uea 
('000 Tk/Rs) 16.46 96.56 19,66 

15. Per Borrower OY~r­
t"ues (Tk/Ra) 229 493 8. 52 

51'fo 4.44 

0,81 0.45 -6.5) 

10. 91 27.31 10,20 

5,)7 ),6) -4.3S 

290 .320 

), 07 2, 76 -1. 1 s 

166 244 

1.78 ),10 6.17 

274 11,65 

- - ........ -
** • Stgn1f1oant At 1% l evel, 

• • Stgn1f'toant et ~% leYel, 

95 

0.98 2,60 10.84 

2,90 16.58 44.96 

1).22 81.24 20.17 

7.8) 80.00 2S,82 

235 582 10.07 

5.25 51.50 2'i.37 

158 375 

7.92 5~.25 21.58 

2)8 402 5.82 

- ~ ~ - ~ - - - - ~ 

(e) Ovt::~rc'tu~s of' tred1 tiona.l oo-nperet1 vas ot Bangladesh were e~t1metoc! 
uelng the ratio of ov er~ues to outeten~1ngs or BenglA~eab Jetya Sem~ beye 
Bank which 1e en epex body mek1ng ref'inenoes to PACS through COBS. 

~ • Growth r etee of 1t ~ms 1 to 6 ere g1 end those of ttema 7 to 15 ar e g2, 
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Teble ),4: Operational Coet ot PAQS 

(Tk/Rs) 

Items .All Ildl! Bangladeeh West Bengel 
1969- 197 - Growth• 1969- 1978- Growth* 1969- 1978- Growth$ 

70 79 Rete(%) 70 79 Rete(~) 70 79 Rete(~) 

1, Per Soolety Ooat of 
Operation 1411 8)54 19,76 

2. Costa es ~ ot 
Working Capttel 2,49 2,59 0,44 

), Payroll Cost es 
proportion of total 
oost 52,17 ~3.S7 0,36 

4, Costs per UD1t o~ 
A~venoe (Tk/Ra) 

5. Pa7roll Ooat per 
rrntt ot A~vanoe 
(Tk/Rs) 

0.04 0,06 4.51 

0.02 0.0) 4,51 

334 540 5.)4 

).51 5.20 4.37 

1).00 14.71 1,)7 

0.05 0.15 27.17 

0.01 0.02 7.70 

@ E%oludtng IR~ co-operatives in Bangladesh. 

* Refers to g2. 

167 2625 J0.61 

0.92 1,66 6.56 

50.00 S2,)8 0,52 

0,02 0,0) 4.51 

0.01 0.02 7.70 
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Table 3.5: Protlta ot PACS* 

- -
- -
1. 

2. 

). 

- - -- - - - - - -- --- -- - - - - -
Iteu .Ul J;ntlia Banala!2eab 

1969- 1978- 1969= 1978-
10 79 70 79 - - - - - - - - - - - -- - -- - - - - -

Amount of Protlt 
('l'k/Re in Mtlllon) 1)0 - 47 2 ) 

Per Soolet): 
Profit (Ra]Tk) 798 -490 8) 46 

Prottt ae ~ or 
Working Oapi tal 1.41 -0.15 0.88 0.41 

• Relate• to onl7 traditional oo-operat1Yea 
in oaae of Banglade!h. 

- - - - - --- -··et Bagel 
1978-19 9-

70 19 - - - - -- ---
2 5 

167 625 

0.92 0.40 



.. - ... ~ ... 
Itema:"( 

1969-
70 

1. Number ot PL~Bs/UABs 809 

2. Number of members ~ 1980 
( t 000') 

). Number ot borrowlng(e) 
members ( '000' ) 341 

4. Borrow!. ng members 
as peroentege ot 
total members 17 

- --In.,1e 
1978-

79 
Growth 
Heta ( ~) 

S90 0.80** 

JS46 s.88 '~' 9 

341 1. 80 

10 -).46 

5. Borrowing members 
per '000' heotere 
ot GCA 2. 56 • 2. 59 o. 1 5 

6. ~rrowtng members 
of pero entage rur81 
population 0.10 0.09 -1.)2 

Benglegeah 
1969- 197 - Growth 

70 79 f ~te(~) 

16 

20 

1 

5 

o.os 

..... - ... 

17 o. )3 

30 3.95*~ 

14 )7. 52* 

45 .34.50* 

1.10 29.70 

0.002 0.019 25.02 

- - .. ~ - - - - ~ - ~ 
Weet Bengal 

1969- 1978- Growth 
RAte(~) 

21 

J1 

4 

1) 

--------- .. 
24 2.02*~ 

108 1 ). 54** 

24 2S.97** 

o. 56 .3. 17 19.26 

0.01 o. 06 19.91 

.. - - - .., .. - - - .. - - -. - .... - .. - - - ............. - - .. - - -- - .. - - - - .... - - - - .. 

~ • Items 1-4 ere bevlng growth g1 en~ items 5-6 hevlng growth g2. 

• • • S1gn1f1oAnt a t one peroent level. 

• • 
¢. 

( e ) • 

S1gn1t1oftnt et 5~ l eYel. 

Ra(l.Ul e r members. 

Borrowing memb~rs in oeee of Bengle ~esh LMBS ere esttmete~ on the 
bea1e of aY t'!r ege loan per borrower (Tk 82S} es provide~ by a surYe7 
oonduoted b7 r.r. Kurtdewela (RBI) embod1e~ 1n the report, s me 
As eote t lnetlt t1 nal Arren ,ements For A rioulturel Ored t 
Bengle~esb. Bengladeeh Bank, 1973. 



J' 114 ble ] 1 2' f{eAourgee ~r PLTHlLLW:OS 

( Tk/Rs tn Million) 

... - .. .-;(' .. - - ... - ~ - - ~ ~ - - - - - ~ ~ - ~ ~ - - ~ - ~ - ... - - - - - ~ - - - - - -
Items . ~ ~an&afleeh West Ben2!l 

1969- 97 Growth 19b9- 1978- Growth 1969- 1978- GroVItb 
70 79 Rt'te(~) 70 79 Rete(~) 70 79 R~te{ ?' ) 

- - - .. - - - - - - - .. - - .... 
______ .., _ ... ______ - - - - - - - .. -------~ 

1. owne., fnnf'ts )80.00 103.3.00 10.61** ).00 4.00 6.s6~ ).00 )4.00 27.10~~ 

2. "'e:poslts so.oo 47.00 4.19 0.70 1.10 4.72 O..OOOJ 0.60 ItA. 04lC&¥ 

). Borrowing )61 o. 00 7836. 00 7.29** 6.00 24.00 1 5. 79'i'1'* )8.00 )11.00 22.69** 

4. Working Oep!. tal 4040.00 9901.00 8.14¥* 9.00 29.00 13.59~~ 41.00 383.00 23.5Sq\t 

5. OTmec! fun«! es % 
ot wor:ting 
~ep1tsl 9.41 10.4) 1. 14 )).00 u .. 00 -19.80 7.)2 8.88 2. 1 '5 

6. P.epos1ts es ~ ot 
wnrk! ng capt tal 1.24 0.47 -10.78 11.11 3.45 -12. 99 Ins 0.26 -

7. B~rrowtngs ee % 
ot working capital 89.)6 79.14 -1.)5 66.67 82.76 2.40 92.68 81.20 -1.48 

e. Investments ae % 
of working oepttal 7.18 0.46 ·56.11 10.23 64.13 20.40 o.J) 4.18 -4..61 

- - - - .... ------ - ... ... - ~ .. - - .. - - .. - - - - - - - - - - ~ - - - - ----------
o< • Growth rate of 1n«Jloator 1 to 4 ts g1 end thet trom 5-8 1e g2. 

Ine • Ine1gn1t1oant. 

** • Slgntfloent ot 1~. 

* • Slgnlfloent of 5~. 

-~ 



Tn ble 3, 8 ; Loan Perrormano e of Pl..T'B/LMBS 

(Tk/Re 1n :n1111on} 
- -Iie~-~-------- fn¢18 -- -Hiniledeafi-- -- - ·wes !en -1----

1969- 1978- -orowth 1969-. 1969- 1978-
70 79 

Growth 
Rate(~) 70 79 kete( %) 70 

1, Loan issue~ (a ) 

2, Loan r eonver ed 

1550 2~06 5.74** 

330 1510 12, 16-{<* 

1 

1 

11 )7. 54"" 

3 21.78"* 

), !norementel Loan 
issue (1-2) 1220 ~96 -0,73 ina 8 

16 
-

4. Loan outsten~tng(a) 23)0 1)337 10,01** 9 6.59* 

6,61 * 5. Loen over~uee (P) 98 9006 21,85** 4 9 

6. ov~rduea aa % ot 
preoeding r ear's 
outatendtng 

1. LOflD issue es % or 
2,67 1),24 17.79 

G!'lP from Agrloulture 0,9g 0.79 -2,)9 

S. Per Cepits looD 
i esue ( Tk/Rs) 

9. Loan teaue per 
heotsre ot GOA 

),60 4.78 ),15 

(Tk/Ra) 9. '>5 1), 88 4,16 

10. Per Bank LoeD Issue 1,40 1,91 ),45 

11. Per borrower loan 
issue {OC~ Tk/Rs) 

12. Per Bank Loan 
Heooveey 0.41 

5. )6 5. 02 

1. 16 11. 56 

1), Per Borrower Loan 
Reoovery (000 Tk/Ra) 0,7) ),)6 16,96 

14, Per Ban K Over~ueR 0,12 1,02 2).59 

1 5. P e r Borx·ower OT~rauee 
(000 Tk/Rs) 0,22 2,02 50.22 

50.00 49.7) -0.06 

0,004 0.014 1).92 

o. 01 0,15 )0.09 

0.06 0.87 29.71 

0.05 0,66 28,67 

0,80 0.80 00.00 

0.05 0,19 14.83 

0,80 0.24 -1),)8 

0.28 0.54 7.30 

4.40 0, 6 5 -21,25 

10 

3 

7 

38 

3 

11) )2,27** 

19 21,65** 

94 35.94* 

)27 ~). 21** 

1) 7.J1 

0.10 0.46 16.9) 

o. 31 2,9J 24.96 

1,)9 14 • .34 25, yJ 

0.47 4.54 25.20 

2,48 4.52 6. 67 

0,12 0,71 19.75 

0.65 0,76 1,75 

0.14 0.50 14~15 . 
--

0.75 0.52 -4.07 

... - - .. -
·=-< • In.,ioe tor N!). 1 to 5 growth 1s g1 while ~rowth of i t 8l'1 l~o. 6-15 t e g2. 

(s } • I n oe se nt In~t s en-' \-r·est Beng!tl 1nol·<i de those by l~Lnas, ant! 
brenohes of CL~Bs. 

(P ) • In oese of ilengle~eah ov er.,ues ret e of LMBs wes estimated on the 
bests ot t he sus·vey ooniiuoted by A:urdwal a , oi tel'l eurlier (197.3). 

tns • ! ns1gn1tio 9nt. 

** • Significant at 1% l evel. 

* • SlpUichmt at '~ level. 



Table 1,9: Coat ot Operation ot PL~B/LMBe 

- - - ~ ........ -- ~ ~ - - - - ~ - ~ - --- ~ - ~ ~ ---- - -- ~ ~ - - ~ - - - ~ -- -
Iteu All ID~!a 

1969- 197- Growth • 
70 79 Rate(~) 

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

2. 

). 

4. 

5. 

«( 

Per bank. ot ooet 
ot operation 
(000 Tk/Ra) 61.30 200.00 1).0~ 

Cost •• a % ot 
wol'king oapital 1. 24 1.80 4.14 

Payroll ooat e• 
proportion ot total 

60.00 56.74 -0.6) ooet 

Oost per unit ot 
ac!Yanoe ( Tk/B•) 0.05 0.10 9.56 

Pa7roll ooet per 
uD1 t ot a dYeno e 
('tk/Re) 0.0) 0.06 7.70 

~ PL!>Be/LMBa sre oonalderet! ee Bsnk. 

• Retere to 12. 

Bens!as2esh Wast Bengal 
1969- 1978- Gl'OWtb* 1969- 1978- Growth• 

70 79 Rate(~) 70 79 ftete( ~) 
~ - - - - - - - ~ - ~ - ~ - - - - -- -- - .. 

25.00 129.41 18.27 52.)S 2~4.17 17.55 

4.54 7.48 5. 55 2. 14 1. 75 -4.74 

50.00 40.91 -2. 2) 72.7) 58.21 -2.47 

o. ~ 0.20-10.16 0.11 0.06 .6.74 

0.25 o.os -12.66 o.os 0.04 -7r70 

a6 

f) 



Table 1.10: Profit• of PLDB/L¥Ba 

-- - - - _. ~ -~ ...... ,. - .. -- - - - -- - ~ -- .. - - --- - .. - - - - ..... - -- - - - -
Iteu .All. IIGle _1 ) hp*dt!ll ( b > We at Bewl 

1 969- 197 - Growtn • 1969- 19 - Growth 1969- 1978- Growth (b) 
70 79 Rete(.) 70 79 R•te(~) · · 10 19 Rete(•) 

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

1, Per beat prot! t 
(000 1'k/Re) 

2, Profit •• • of 
worktns oapttal 0,2$ -0.6) 

10,63 23. 53 s,aJ 

1.9) 1,)6 -3.89 0.10 0,26 10,62 

-.. .. -- ~ - -- -- - ~ . - -- - -- - ~ - ~ - ~ --- - - - - - - -- - ------ - .. -
• ID oase or InGle relates to PLDis oDlJ, 

(e) Orowtb rate ooul~ not be oompute~ for lose tnourred tn aome 7eftrs, 

(b) Refers to &2 only. 

-~ -



Tfble 3.11: Coverage ot go-operattyes ae a Whole~ 

~ ~ ~ - - - -- -- - - - - - ~ --- -- ~ - - ~ - - - - - - ~ -- - - ~ -- ~ - - - - - ~ -
Items f( All I~t!ia 

1969- 197 - Growth 
70 79 Rete(~) 

aan~a~eeb Weat Benaal 
1969- 19~- Growth 1969- 1978- Growth 

70 79 Rate(~) 70 79 Rftte(~) 

1, Member8btp(a) (000) )2906 58571 6,62** 2020 4830 10.04** 1111 2)64 8.27** 

2, Borrowing Members 
(000) 12)06 19))5 5.6?>il• 501 1114 12,10¥* 445 1159 14.45** 

), Borrowing Members 
aa ~ ot total 
Member a 

4. Borrowina Members 
per '000' heotare 
ot oat, 

5. Borrowing Members 
aa ~ of rural 
population 

)4.40 )),01 -0.86 

75.84 111.57 4.29 

2.a6 ).84 3,27 

24.80 2).06 -2.06 

)7.70 86.44 9.22 

0.81 1.47 6,62 

¥ Inoludea PACS, LTOs anc! also grain banks in oaae ot Inc!ie, 

c< Growth ot tn~toators 1-) ta c1 while thet ot 4 & 5 is g2, 

(a) Only regular members. 

** S1gnlt1oant at 1% level, 

• Stgntttoent at 5% level, 

40.05 49.0) 6,)1** 

62.61 147.12 9.49 

1,7) ],01 6,16 

-.r:-
N 



Table 3. 12: Resou.Mea of Co-oueret1 Vee 8! 8 wJ!ole~ 
(Tk/Hs in million) 

- . - ~ ~ ~ - - ~ ~ - - - - - - ~ - ~ ~ - ~ - -
Items e< All ,ln§,,~ 

1969- 1978- Growth 
Bengle~e!h Weet Bensel 

1969- 197~- G~o.~h 1969- 1978- Grow~b 
70 79 Rete(%) 70 79 Rete\~) 70 79 Rete( %) 

1. Owne., fUn~a 

2. nepos1ts 

.3. Borrow! ngs 

4. Work1Df; Oepl tf'!l 

2789 7229 

682 2227 

9795 26149 

1.3.304 4035~ 

10.)7** 40 

12. 66** 25 

10.49** 205 

11.44~ 269 

1.)1 1).82** 

112 16. 06** 

730 1) • .33 ~* 

97) 1).78*• 

'), Owne~ f'unt;s es ~ 
ot w·:>rk lnr;. ottp1tal 20.96 17.69 -1,sg 14.87 1).47 -1.09 

6. neposits ~e % ot 
Working Ospttel 

7. Bo:rrowtng ea ~ 

5.13 5.45 0.67 

of Working Oepltal 73.62 64.~ -1,56 

8, Investment 89 ~ 
ot Karktng Oapitel 10.99 6,15 -6.45 

9. Investment AS % 
nt L rJ!!D I sane 22 • .3 '5 1 5. 36 -4. 17 

9. 29 11. 51 2. ) 3 

76.21 75.03 -0.16 

10,79 16.oe 4.43 

52 208 

7 25 

205 121.2 

264 1656 

14. 45•t,c 

1).02** 

18.744:* 

18. 99 1'0~ 

2.67 1,51 -6.25 

77.65 75.00 -0.)9 

9.85 6,22 -5,10 

24.?3 1).72 -6.46 

- .. - .... -- ... - .. -- .... - ... ~ .. - - ......... - - - ......... ~ - ..... ._ - .. - - .. -- - ,... 

• • S1pU1oant at '" level. 
** - ~ign1f1uant es 1% level. 

~ • Growth of 1n~1oetors 1 to 4 is s1 en~ rrom 5 to 9 growth rete is g2, 

p • ~xoludes orenohes of Cl.DBs tu o&se ot ImUa ant'J I .P.DP oo-operattve1.1 
tn oese of Bengle~eah. 



T~ble 1.111 Lpen rmeretlone(e) ot OQ-nperatlytp as a whole 

tTk/Rs tn million) 

In~ lo e tors o< 1}11 Tnt11! 
1969- 1978- Growth 

70 79 R&te( ~) 

Bagdedesb 
1969- 1978- Orowtb 

70 79 Rete(%) 

·Neat Begsf!!. 
1969- 1978- Growth 

10 19 Rete(%) 

1, Loen issued 6960 1703'l 10,)9~~ 146 363 12, 81.tW~JQI 106 755 2~.14** 

)2) 3 s. 33** 2. Tnorcmental tntlow 2rt72 3170 J, 41 62 92 0.69 39 

J, Per borrow~r loBn 
is~me (000 Tk/Rs) 

4. Loan issue es % or 
0.566 0.861 4.92 

GDP from egri oul ture 4. 40 -;. 56 2, 64 

5. Loan issue per 
beot~re or GOA 
(Tk/Ra) 

0.291 0.)26 1,26 0.2)8 0.651 11,18 

0.81 0.46 -6.29 1,11 3. 01 11.27 

10.9S 28,17 10.45 

6, Per Oaplta. Loen 
i ssue (TJr/Ra) 1b,16 )).8) 8,21 2.)5 4.80 7.9) 3.27 19.55 19.87 

7. Loan reoovered 4ggg 1)~67 13 .. 11 ** S4 271 18. 50*~ 6? 1.-32 25.21** 

8. Per bC'rrower 
reoovery 
(000 Tk/Rs) 

9. Loon outstanding 

10. fer borrower 
outsten~tng (000) 

11, Loan over~ues 

12. Per borrower 
ov er~ues 

(000 Tk/Ra) 

13, Overdues as ~ of 
preoe~ing yeer's 
O'ttat,mdt ngs 

___ ._ ___ _ 

0.397 0.717 6.57 

12290 ))857 11.01** 

0.999 1.751 6.23 

2794 11043 15.0)~• 

o. 023 o. 571 35.69 

0,168 0.243 4.10 0,151 0.)73 10.05 

2)1 542 212 1267 19. 95** 

0.461 0.487 0.61 0. 476 1,110 9.41 

52 )10 1 ). o6• 100 457 10.55* 

0.104 0.278 10.92 0.225 0.394 6,22 

r-': • Growth of 1nrt1o etor numbf'lrs 1, 2, 7, 9 , 11 an~ 13 or e g1 while tb e 
remaining ere g2. 

(e) • Inolu~ea PACs, grain Banks, PLnB/~a~ an~ Drenches of CL~Bs. 

** • S1gn1t1o~nt as 1 ~ leYel. 

* • Sf.gn1t1o Ant as 5'Jo level. 

-• • 



Teble 1.14: coat ot Operation• ot Oo-operat1Yea ea a whole 

(Tk/Ra) 

- - - ......... - ~ -- - - - - ~ ~ ~ ~ ~ - ~ - ~ -------- -......... ., .. - - - .. - --

1. 

2. 

). 

4. 

Iteu ~~C All tn"t• Bl,md!E W••f aens11 
1969- 1978- Growth 1969-9- Growtb 1969-9?8- Growtb 

70 79 Rate(~) 70 79 Ra•e(%) 70 79 Rete(~) - - - -- .. - - - - - -- .... - .. - -- - -- - ~ - .. - - - -- -- - -
Per borrower ooat 2) 51 S.lt5 2) 44 7.21 8 25 12,66 

Coat 88 % ot 
Workt ng Oep1 tal 2,11 2.40 1. 43 2.70 5.)0 7.49 1. 20 1,68 ).74 

Ooat p~r 100 Tt/Ra 
6 ot loan 1aaue 4 4. 55 s 1"S 12.21 ) 4 ).20 

Payroll ooat aa ~ 
ot total ooat 5). 57 54.)9 0.16 18. 75 . 16.)0 -1.55 ss.o6 5). 79 -0.85 

n< • Growth rates ·of tbe 1D~1oatora are 12. 

• • Exoludes ooat of operation ot the branohea ~t CLD~s tn In~ia aDd 
IBDP oo-operat1 vea tn Bensladeab. 



Table 1.15: Prottt rertormapoe• or Oo-o;erett••• ''a !bole 
.. __ .. _____ .. 

1. 

2. 

). 

1976- GrowtAb) 1969-
79 Rate(~) 70 

Profit •• ~ of 

(b) 
1978- Growtfl 

79 Rate(:£) 

Working Capital 1. 06 -0.)2 - 0.92 0.50 -6.77 0.9) 0,)6 -10.55 

Profit ea ~ ot 
o1111ed tund• 5. 55 -1.79 - 5.36 ).)4 -6.20 

Per .. mber profit 
(Tk/B!) 4 -2 - 1 1 -

· :< • orowtb rates to all the tndloators ere g2. 

• • boludee profit of operation ot the brenohea ot OLrBa 1n India 
aDa IRDP Co-operatives in Bangledeab, 

5.22 2.91 -6.49 

2 

(a) • Growth rates ooul~ not be oomputed tor loaa 1nourre~ in some years. 

(b) • Retera 'o g2 onl7. 
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CHAPTER IV 

PERFORMANCE OF RURAL OPERATIONS OF 
COMMBRCI AL BANKS 

In the preoeding obapter, performenoe of 

oo-operetives over e deoade hes been analysed. In this 

ohapter, performance of Oommero1al Banks with pertioular 
1 refereno e to their rurel operations ls evaluated • As seen 

in the previous ohapter, the co-operatives in the two 

oountriea felled to moblllse adequate amount or r 1aal 

savings as deposita end the supply of oo-operatlve oredtt, 

espeo1elly 1n the context of the increasing ~emend for 

tunds by the rural sector, proved to be inadequate. 

Therefore, oommeroiel banks in both India and Bangladesh, 

were advised to extend end aooelerete their operations in 

the rural areas to supplement the operations ot other extant 

egenoies 1noluding co-operatives. These oommeroiel benks 

have been operating in the rural erees for over a deoede now. 

As suoh, as a pert ot the stu~7 of the institutional tlnenoe 

tor rural development, an assessment or tbe pertormenoe ot 

rural operations of oom~erotal banks is appropri~te. 

4. 2 - Qommerotel Banks as Developmental Agent a 

over the years, the theory of banking end the 

owner&b1p pattern ot banks heve un~ergone e sea-ohenge. 

1. In India rural operations of oommeroial benks inolude 
those centres with population ot less than 10,000 as per 
1971 oensus Wbile ereas having no muniolpal ~ec111ties 
ere regarded as centres of commero1el banks' rural 
operations in BangladeSh. 
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Sinae Keynes' General Theory, the neutrality of money thesis 

has been more or less ~bondonec! by the economists. Rather, 

money is now regarded as exeroiaing an important intluenae 

on the level ot production and eaaumuletton tn the eaonomy. 

Commercial banks, as dealers in money, have thus been 

recognised es vi tal agents in the process or e aonomio 

development • .J 

Contrary to traditional urban based business, rural 

operations ot aommero1el banks may be regarded es an 

innovation. It 1s oonae1ved that aommeraial banks, by 

mobilising rural d epos1te wbioh remained untapped so tar 

by co-operatives, oen etteotively add to the supply of 

rural cre~lt known so tar to be inadequately met by 

co-operatives and other extent agencies. Thus, oommeroial 

banks increase the incomes ot the severs by paying them 

reasonable rates ot interest on their deposits and also 

inareese investment eot1vit1es by providing required ored1t. 
2 

Thus, what Soh11mpeter identitiet! es a source ot new ---inYestment hes oome to reality even in the rural context. 

It is now regarded that by planned dlreation ot oommero1al 

banks' len~inge, more economic eot1Tities ere possible to 

be oreeted tor relatively less developed sectors of the 

economy and also for less developed segments ot the 

population:] With this end in Y1ew1 oommeraiel banks in 

2. Sohumpeter, J.A., The Theorz ot F~onomlo Development, 
1961, Oha~ters II & III. 
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both Bangladesh and i india were ~1reot@~ to extend their 

operations in the rural erees tn order to help the 

GoYernments' efforts tor promoting rural development. ) 

4.) { Rural Banking ts 1fider than AgrtcylttJral Banking 

It is true that agrl oul ture is the largest seotor 

ot the rure.l eoonolllJ but tt is not the total rural economy. 

From the available current literature, it is round that 

there exists widespread misunderstanding ebout this es a 

result or whioh agriculture is often taken as a proxy for 

rural economy. It is alao round thet many regard 

agr1oul tural fine no • as 8JUOnymou a w1 th rural t1 nano e. 
Rural bankingfttnanoe in real sense ot the term includes 

in adtU tion to :finance tor agriculture, finence for rural 

entrepreneurs, rural transport end merket1ng, rural trade 

eto. 

As suoh, to apprise the performance of oommeroiel 

banks in the rurel context, we consider their total rural 

operations and not those tor egr1culture alone. 

Before presenting the evaluation it may be pertinent 

to discuss in brief the way commercial banks were brought 

on to the rural scene. 

4.4 Taking Qommerqiel Benke To The Rural Areas 

Until recently, oommerolel banks tn both India and 

Bangladesh were largely urban-oriented. In India, sinoe 

1968 and in BaQ8ladesh since 1972, maJor commercial banks 

were brought under government oontrOl/owuership in order 
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to lnf'luence their resource f'low in the moat c!estrec! 

dlreotlon particularly, tn the interest ot tbe rural 

populace. The steps taken in this regard by t he respect1Ye 

govGrnments, are briefly outlined below. 

Bengl.ac!eab 

Before the liberation ot Bangladesh (~eo ember 1971 }, 

a lerge seotton of the banking seotor was ~ned end managed 

by West Pakistani in~ustrtel1sts end the operations ot 

banks were deliberately designed to suit mainly their 

interests. At the ti p·e of 11berttt1on, only 14% of the 

oommero1al bank brftnohes, 17~ of total deposits en~ 14% 

ot bank cred.1 t in Benglec!eah were by those banks owned end 

managed by Bang1Rdeah. 3 

Stnoe the Heed Off'lces ot most ot the banks were 

looate~ ln West Pakistan where usually surplus tunds ot 

the banks were maintained, Bangladesh lost the share ot 

those surplus tunds to which lt was entitled. Beoause ot 

this loss ot surplus tunda, the banking qstem as a Whole 

tn the newly born Banglsdeah f'eoed su~den and acute 

11qu1dlty problem. Besides pauoity ~f tunds, BanglAdesh 

also faced problema in men~glng the abandoned branches of 

West Pakistani bsnka. This situation, however, was tackled 

by various u ~ arrangements incluc!lng reorui tment of 

). GOB, Ministry ot Finanoe, Resume ot the Aottv!ties 
ot The Financial Jnstltut1one 1n Bengle~esb, 1973, 
pp. 10. 
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temporary atbntnietretors. This stop-gap arrangement 

continue~ till April 1972, when the £PYernment ot 

Bangladesh nationalised the commercial banks (except 

foreign banks). Att~r the nat1onalieat1on, all the 

oommero!el banks were grouped un~er the following newly 

formed six banks: Agrani Bank; Jenata Bank; Puball Bank; 

~upali Bank; Sonali Bank and Uttra Benk. 

After consoli~ation of the oommeroial banking 

seotor, the Government directed (197)) these banks to open 

branches in rural areas. However, even efter four years 

ot the ~treottves, the number of rural branohes or 

commercial banks ~~~ not tnoreeee s1gnif1oently. Therefore, 

Government of Bangladesh tn 1977 introduced a Special 

Agricultural Credit Programme (SACP) through which each ot 

the nationalised commercial banks was asked to increase 

their operAtions tn the rural areas by opening rural 

bra.nches and making rural landings in tbe light of the 

target set by the Bangladeab Bank (Central Bank or the 

Country) in oonsultetlon with the individual bank. 

India 
( 

',Rural oper8tlons of commercial banks in !nd1a started 

praottoally when Imperial Bank ot India was directed to 

open new branches tn the unbenkec! areas following the 

recommendation of the Rural BenJdng Enquiey Co!8Jil1ttee 

( 1950). ') However, es the performance in this regBrd wes not 

setiafeotory, the Rural Credit Surve,y Committee (1954} 
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suggested rormation or the State Bank ot India (SBI), one 

ot the main objectives of wbioh is to perform rurel oredtt 

operstions. In 19S5, the SBI Aot was passed which provided 

for opening of not lese then 400 branches within ftve years 

of its netionalis ation; the target wes achieve~ in ~e 

time. Thereafter, With the purpose or introducing credit 

planning ror ensuring greAter tlow of credit to the 

priority sectors, sooial control wee imposed on commercial 

banks' landings in 1968. ~1rtber in the seme year, GOI 

directed RBI to form National Credit Council (NCO) which 

is to assess the credit requirements of ~lfterent sectors 

and indicate order of priority for granting commercial 

banks' loans. 
r 
l Even arter imposing social control, GOI were 

doubtful or commercial banks' response to cbannelise 

increasing volume of cre~tt to priority sectors which led 

them to think of bringing the ownerehip of banks under 

etete control. This culminat ed in the net1onal1sat1on ot 

fourteen maJor commercial banks in July 1969. The main 

obJectives of netlonaltsatlon, among others, were1 ensuring 

greeter supply ot credit for priority sectors; r~oval ot 

ownerShip ot banks by a tew; ena g1ving a professional 
4 

bent to the bank msne g eme nt. J 

4. Mrs. Indira Gandhi (Prime Minister}, Broadoas~ tQ 
the Netlon, July 19, 1969. 
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/ The Lef!C Bf!nk: Sobe!ll! 

Gedg11 Stu~y Group (1968) recommen~ed erea approach 

ot lending tor commercial benks elong with en integrated 

rural c ret11 t operf!tion un~er the leetlersh1p or the 

relatively stronger commercial bank in e particular area. 

Thie reoommenc-'etton, etter ~ue examination by a committee 

of bankers (Nerlman Committee), wea eoceptetl by GOI in 

1969. rynder this Scheme, a bank 1s ~eeignete~ es Lea~ 

Bank for each district which ta made responsible tor 

surveying the credit needs and credit tactlittes in the 

respective districts end to allocate responstb111t1es among 

other benks operating in the erea. 

/ Rest onal Rurel Banks { RRBs) 

( Wi tb a view to securing tbe twin advantages ot the 

resource position and professional management outlook ot 

the oo~erolal banks along with the temiltarity ot local 

conditions o~ co-operatives, GOI estebliabe~ Regional Rurel 

Banks !n 1976 following reoommen~etion of a working group 

unc!er the cheirmanship of M. Nerastmham (1975). RRBs 

obtain tunds ~om the RBI, end the GOI in addition to the 

sponsor banks. ) 

lt. 5 Measures to Enco,Jrege Tnoreasett Rur8]. Operf!ttona 

Governments en~ Central Benke in both Ind!e and 

Bengle~esh issue~ e number of inat~1otions an~ provided 

require~ ~ecil1ties 1n or~er to speed up oommerotel banks' 

rorel operations. Some of these ere: liberel approach 

towards branch expansion; providing oonoess1onel retinenoes 
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sa end when neoessary; introduoiDg lead banks system tor 

oo-ordineted end Joint approaob; tntroduoing RRBs tn India 

anct in sirdler pattern experimenting with Grameen Bank in 

BangladeSh; intro~uoing Dtr~erential Rete ot Interest 

Soheme; earmar-king oertetn proportion ot lendinga tor 

priority eeotors; preferential treatment to small/msrgtnal 

fe~era, agrioulturel labourers an~ rural entrepreneurs; 

anct minimum rural orecU t-c!eposlt ratio or 60:• tn case ot 

India and 75~ in oase or Bangla~esh. 

We may now review tbe rural operations ot commercial 

benka. 

4.6 SBO'l'ION II 

Aa stated earlier, tn India rural operetiona ot 

oommerctal banks started tour years earlier (1968 ; oomparect 

to thoae ot Bangladesh ( 1972). As suoh, in oraer to make 

the performance of rural operations of oommeroiel banka 

comparable between the two countries, tour years prior to 

1972 in oese ot In~te were excluded i.e. the per1o~ ot 

comparison is from 1972 to 1980. 

Sinoe separate information relating to operational 

oosts ot rural branches en~ their profit performance are 

not available in both India end Bangladesh, we appraise 

the pert'ormenoe ot rural operations or oommerciel banks tn 

respect or three oroa~ aspects: 

(1) Coverage of rural areas b1 the oommeroiel banke; 
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(it) Sucoeaa in regerd to mobilisation ot rural 

aaviqa as deposits, and 

(11i) Sucoeaa in pro?idlng rural ore~1ta. 

Tbe pertormenoe analyst• 1s attempted using the 

tollowing: 

(A) Three point enel7aia using secular growth• ot these 

three espeots, i.e., coverage, deposit mobil1sat1on and 

oredit extension. 

(B) A composite index is constructed t~king all the 

three aspects together in order to assess the overall 

growth OT er the peri()(! , end 

(C) Aes&sement of the level ot development end changes 

in the level over the period using a 1Q-point scale. 

(A} THREE POI NT ANALYSIS 

Secular growth of eaoh or the three aspeots, viz., 

ooverege, mobllisetion ot deposits Md extension ot orecUt 

ere diaousse~ here. 

4.6.1 {I} Coverage 

Governm&nts of both India end Bangladesh followed a 

liberel policy of brancb expansion in the rural areas ainoe 

the nettonallaetion ot the oommero1al banka in the 

respective oountries. Central benks in both the countries 

• Slnoe starting year or rnrel operationa ot oommeroiel 
bulta ia different, it te likely that Benglec'esh 
whiob started operations later ~11 haYe relet!vel7 
higher growth rates or the in~1cators compere~ to 
those of India. 



set annual targets of branch expansion for aeoh of the 

net1onel1sed commercial banks an~ in case of India the 

number of branohes that mey be opene~ in urban erees wws 

11 nke t! w1 th opening of rural branches. Speo1. flo ally • it 

wae stipulate~ by the RBI thet for every four rural 

branoh~a opene~. only one branoh was ellowet! to be opened 

in the non-rural ereas. RBI also issued e oirouler whtoh 

envisage~ that comrneroiel bftnks shoul~ oover ell the 

unbenket! erees !nolu~ing the rural by June. 1978. Similar 

instructions were issued by the Bengledesh Bank that within 

a ~eoe~e after nat!onelteetion (1962), oommero1el banks were 

expeete(1 to cover ell the unbenked eress including the rural. 

Info~tion turnishe~ in Table 4.1 shows that 

ooverege of the rural erees b7 oommerclel banks in India. 

Bangladesh end West Bengel ~uring the per1o~ was quite 

satisfactory. as revealed by the h1Sbl7 signif1cent growth 

(g1) of the coverage indicators: number or rural branohea; 

rurel branches as proportion of total branches and rural 

branches per hun~re~ thousand of rural population. Growth 

rates (g1) of ell these tn~ioetors were relatively higher 

tor Bengle~esh compare~ to lndlen oommero1el banks because 

of the lower bas~ ot these in~loatore. Besides, expansion 

of rural brenohes when Ju~ge~ in terms or GOA, was quite 

good in both the countries but ln the terminal year (1979-

80) coverage of GCA per rural bren~b 1n Bangledesb was 

halt or that of India ana also of the State of West Bengel. 
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It msy further be note~ that in the terminal year 

( 1979-80) rural branobes es proport1 on of total branohea 

was the highest (63%) tn Bangladesh, ~7~ in In~ta en~ 34~ 

1n West Bengal. The low proportion of rural branches in 

oese of In~te oen pertly be explatne~ by the relatively 

larger proportion ot urban area. The same factor also 

explains the relatively low coverage of r1trsl population 

1n spite of a high proportion of rural branches in 

Bangladesh. 

Even though the expanst on ot rural brsnohes in both 

India anc! Bangladesh was aatisfeotorT during the period 

1971-72 to 1979-SO, there ere problema which brenobes face 

in their rurel operations such as tUapar1ty in the spread of 

banking feo111t1es, inadequacy of trained staff and 

effective flow of communication to an~ from the branohes. 

4.6.2 (II) Mobilisation of Rural nepoa1ts 

From the available c!ete (Table ~.2), it ta evident 

that mobilisation ot rural ~epoaita by oommeroiel banks tn 

both India anc! Bangladesh (es elao in West Bengal) during 

the period wes quite commendable. This olaim is 

sustant1etec! by the h1gbly signttioent growth (g1j of the 

various inc11oators used for Ju~g1ng the rural deposit 

performance ot commercial banks: ~epoaits tn absolute 

amount; incremental fllllount of rural depoe! ts; rural 

deposits as proportion of total commercial banks deposits; 

per capite rural deposits end deposits per heotere of 
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gross cropped area. However, inoremente~ rural ~eposi ta 

as proportion ot GnP rrom agriculture wee not significant 

in Banglat!ea: •. 

A higher relatl•e pertormenoe of rural deposits in 

terms of GOA in the terminal year in Bangledeah wss mainly 

due to a deoline in the GCA. A relatively low amount of 

~epos1ta per rural branch in Bangledeab was probably due 

to faster tnoreAse tn the number or rural oranohea with 

comparettYely smaller oommand area ot opera tion oompered 

to thAt of India. 

4.6.) (III) Lq&g OperAtions 

Commercial banks both in India end Bangladesh extend 

oredit through tbe rural branches ror vertoua kinds ot 

activities, auob es, minor irrigation, term mechanisation, 

dairying, poultry, fi ahery, and rural enterprises including 

those or artisans. Usually, such credits ere made 

available trom deposit resources tor abort-term period; 

in addition, term loans are also provided mostly from 

ret1 neno e resources tor proJ eota/lines ot acti vt ties 

indicated by the refinancing egencies. In India, ARrc is 

the apex inst1 tuti on prorlding refinance end in Bangladesh 

where there is no such apeoieliaed agency, refinances ere 

provided ~irectly by the Banslede8b Bank. 

Rural lending performance or Indian, Bangladesh en~ 

West Bengal commercial banks during the period under review 

ia seen to be quite impressive trom the 1ntormetion 
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turntshe~ in Teble 4.). This is underlined by the 

atgntticant growth (g1) ot different indicators const~ered 
loaning 

in eppreis1ng the success of rural/operation of commerolel 

banks: quantum of rural credit supply; incremental supply 

or rural credit; rural credit as proportion of total 

commeroiel bank's credit; rural credit as proportion of 

total commercial banks cepostta; amount of rurel credit 

per bank; rural credit per capita end per hectare of GOA 

and incremental rural credit supply as percentage of GPP 

from agriculture. 

It can be seen that growth lg1J of almost ell the 

indicators in ce8e of commercial banks' rural landings of 

Bangladesh were relatively much higher than those or India 

and West Bengal; largely due to low performance level of 

the relevant indicators in the base year. It is to be 

note~ that 1n Bengledesh, the growth ot incremental rural 

credit supply as proportion of GrP from agriculture wae not 

significant; it was, however, sign1t1cant fer In~ie aa 

well as West Bengal. 

Though the amount or rural credit recor~e~ a 

s1gnit1cant rise (g1); rural credit 88 a proportion ot 

total oommerolal banks' credit in the terminal yeAr was 

9.6Q%, 8.51 ~ and ).)6~ , respecttvel7, tor India, Bengla~eah 

anc! West Bengal. Tb1s ratio signifies low rural oret!it 

pertormenoe in view of the GOI'e ennounoement that b7 1985, 

16% of the aggregAte bank ore~lt bee to go tor agriculture 
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an~ ell1e~ eot1vit1ee. Besi~ea, per rural branoh cre~it 

also appears to be low when compared with per rural brenoh 

deposit perrormence (Table 4.2). An examination or Tables 

4.2 en~ 4.) reveals that credit-deposit ratios or rural 

branch~• ln oeae or Inc!le, BPlllglal"esh and ~est Bengal were 

54~. 44% and )~ reapeot1vely (1980). These ratios were 

below the GOI target of bO% to be reached by March, 1979 

end aengledesh Government's target or 75% to be achieved 

by 1980. 

Though per oeplta rural ored1t by oommerolal banks 

registered slgn1floent growth, the per family (assumed 5 

member elzej rurel oredlt at tbe and ot 1980 waa ~. 210, 

Tk 110 and ~. 100 respectively ln case of India, Bangladesh 

and West Bengal. This, in Ylew or the rlslng prices ot 

inputs, and by any other standard, is grossly inadequate. 

A similar ploture emerges when rural ored1t is 

oonaldere~ by per heotere ot GCA wbloh ln 1980 •~s ~. 125 

in oeae ot Indta, Tk 1.32 for Bangladesh end Rs. 99 tor West 

Bengal. This ls Yery low when Judged by the oost or 

oult1vetlon per hectare. Besu5 (1978) eat1mstea the oost 

ot l~plements alone per eore at ~. )000 1n 1974-75 prloes. 

Even if one puts per hectare cost or oultivat1on (1nolud1ag 

all inputs) at ~. 5000, supply ot rural credit per hectare 
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1s woetullJ ina~equete even erter taking into eooount the 

supply or co-operative credit. 

Similarly, the incremental rural ore~lt es peroantege 

ot GnP rrom agriculture while showing algnitioant growth 

over the period was very low even at the end or 1980 -

1.5)%, 0.69% end 0.57~ respectively in case of India, 

Bangladesh and West Bengel. Tt may be pointed out here 

that the Pakistan Credit Enquiry Oomm1ssion6 (POEC) 

estimated in 1959 credit requirement tor agriculture as 

25~ or GnP from agriculture. J.Sven it we assume halt or 

t his proportion (12.5%) as the requiremont tor rural credit, 

the extension ot rural credit by commercial banks Jn both 

In~ie and Bangladesh turn out to be quite inadeQuate. 

Besides, wben the rural credit or commercial bank ie 

considered in relation to total depoaite mobilised by 

commercial banking seotor, it is found that notwtthstendlng 

oommen~eble growth over the period, rural credit or 

co~eroial banks ee share of total bank ~epoelts was low 

even in the terminal rear (1980) - 6.49%, 6.82% end 2.05~ 

respectively in case or India, Bangladesh end West Bengal. 

This indloetes that non-rural erees in India contributing 

)5;" ot Gl'}P (roughly )~ ot GnP in Bangladesh) got e 

substantially higher proportion or credit then the rural 

ereea which contribute 65% or GDP (70~ 1n Bangladesh). 

6. Government o~ Pakistan, Pakiaten Qredlt 
Engg1rx Cowm~ sston, Karachi, 1959, pp. 7. 
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From the foregoing analysis, it is eTldent that eyen 

it, by absolute amount and by growth rates ot various 

indioetors, rural lending operations were apparently high, 

the low level of various key indicators even at the 

terminal year (1980) suggests thet flow ot oommeroial banks' 

credit to rural arees was still inadequate~ 

~~6.4 Implications of Target Oriented C-D Rettos ) 

Governments of both In~ie an~ Bengledesh, as 

mentione~ earlier, set target e-n ratios tor rural branches. 

It was considered neoessery, beoeuse in the ebsenoe of auob 

targets, rurel brenohes msy not have e oleer goal to 

aohieTe. Apparently, it wee e good. ~eo1a1on bllt a closer 

examination ot suob target 0-D ratios show some unhealthy 

implications suoh as the following: 

( 1) The deposits base ot the rural branches in both 

India and Bangladesh being low, e 6~ or 75~ e-n ratio by 

itself does not imply any sign!.floant improvement in the 

supply ot the volume ot rural oredit. 

(2) It is likely that beoeuse of e reletiyaly higher 

leyel of ~evelopment, some states/areas have higher amount 

ot deposits. In such areas, eohieTement ot terget oriente~ 

e-n rAtios will only eooentuete the elreedy existing 

regional d1sper1ties. 

(_(3) At the rural branoh level, greater attention may be 

given to aoh1ev1ng the terget retber then lending to the 

right persons tor right type ot 8ot1v1ttes. ) 
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(4) In devaloped areas where ~eposits are relatively 

higber, rural branoh managers may find 1 t -'iffloul t to 

aohteve suoh target C-D ratio beoause even lower than snob 

ratio may meet the tmme~iate oredit requirements or the 

area owing to higher depoait base. 

( The above or1t1oism ~oea not mean thet target e-n 
ratios shoul~ not be set. Rather, blindly following the 

targets without taking into consideration both the level 
I 

ot development and quantum ot mobilised depos1 t resources I 

in different areas may not yield the desired results. ) 

4. 7 ( TRANSFER OF RURAL SAVI.tGS 

About three decades baok Gunnar Myrdal7 in his Theory 

ot Underdevelopment, stated that through the rural 

operations ot various finenoiel institutions inoluding 

banks, surplus tunc!s or the rural areas, are being 

trans terre~ to the relatively more tteveloped urban/ 

metropolitan erees. This prooesa or tund transfer was 

termed by him as "beokwesh efteots ~ . The logto ot auoh 

rund transfer, 88 shown by him, lies 1n the possib1ltty ot 

having relatively higher return from investing funds in the 

more developed areas. ) 

Assessment 

Trans:rer or rural funds to non-rural areas he s been 

reokone~ with reference to loanable funds - both ~epoa1ta 

7. Mrrdel G., Eoonomlo Theory an~ Underdevelopment 
Regt ons, Bombey, 19 58. 



164 

enc! retinanoea. Loanable . ,..eposits means the amount or 

total rural deposits mobilised minus the amount necessary 

to meet the requirements of the Statutory Liquidity Ratio 

(SLR). This SLR in both the countries during the period 

under review wee around 35% with some minor fluctuations. 

Henae, in order to ~ssesa loanable ~eposlts, we heTe 

assumed SLR tn both the oountries es 35% en~ thus loanable 

deposits would be of the order or 65~ of the total rural 

~eposlts. 

( nata provided 1n Table 4.4 show thet the growth (g1) 

ot the amount of total rund transfer through rural 

operations or oommeroiel banks was highly signific~nt tn 

osse of both Bangladesh e~ India \as elao in West Bengal). 

Suoh transfer ot rural ~epostta increase~ to ebout tour 

times during the period 1n ceae of India; ) three times in 

case ot Bangladesh end a little more then six times in case 

ot West Bengal. The amount of trAnsfer in 1980 was around 

~. 4 thousan4 million in oeee of India en~ e little less 

then Tk/Rs one thousand million in case of both Bangladesh 

and West Bengal. When reftnenoes for speoitto lines of 

eot1v1t1es ere deduote~ from the total rural lentUngs, the 

magrli tude or rural fund transfer eppeers to be eYen larger. 

Growth (g1) or deposit transfer per rurel brsnob was 

s1gn1f1oent tn oeae or rn~1e; in esse of 8angledesh, on 

the other hen~, there wes e slgntrtoent decline in ~epostt 

transfer per rurel branch. The decline or per branch 
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transfer ot rural depoai ta in oaae or Bangladesh waa pertly 

due to relatively lower per branoh amount or ~eposlts 

oompered to !no1e en~ West Bengal (Table 4.2} an~ pertly 

due to higher target C-P retio in Bengle~eah {75~~ ) oompared 

to that or India (6~fo ). !n 1980, per branoh trans~er or 

rural tu~s wea h1~est in oase or West Bengal (!ls. 1.1) m}, 

Tk 0.40 million 1n Bangladesh whioh was 1.5 times more 

than the transfer in case or India at&. 0.28 million. 

Transfer of rural deposits, When Ju.,ged as shere or 

total rural deposits, ahov:s that it significantly deollned 

in ell the regions un~er comparison. Rural deposits' 

transfer as a shere ot total rural ~eposits ln the termtnal 

year (1980) wes 10.5%; 21.3~ and )2.6% respectively in 

CAse ot India, Bangladesh end West Bengal. 

From the above analysis, it ia evt~ent that transfer 

ot rural tunna during the per1o~ wea more in case of 

Bangladesh oompnre~ to thet ot Tn~1a. The position ot 

~est Beng~l in this regar~ was worse then Bengle~esh. The 

magnitude of rural fund trenst~r wes more in oese of west 

Bengal compared to some other stetes ot In~te 1s evt~ent 

from the share of the amount or fund transterre~ tn the 

terminal year i.e. ebout 1/Sth ot the ell India total. A 

relatively higher transfer of rural savings in West Bengel 

oen pertly be attributed to low share or ARrc rertn~noes 

for the state (2.26% of ell India total in 19SO). Best~es, 

it oould be gathered that in spite or State Government's 
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persuasive efforts, such transfer in West Bengel still 
g 

continues. 

While looking into the trends ot transfer of rural 

deposits tbrougb oommeroial banks, one ahoul~ not eleo 

forget that commercial benks are not the only egenoy 

trenster1ng rural sev!ngs to non-rural areas. Large number 

of rural Post Offices, Insurance Oompeniea {mostly Life) 

througn rural premiums end other publio limited oompenies 

entitled to aooept deposits from the members of public are 

also eating es agents for trensfering rurel funds to non­

rural areas. Another important point to be oorne in mina 

is that lending operations of commercial banks in rural 

arees can be different in different reb~ona depending on 

a numb er or factors suoh as: level or intre-struoturel 

development; availability of inputs; end magnitude ot 

oo-operative loan operations. Therefore, it will not be 

proper to put the entire blame at the doors of oommerolal 

benks tor not lending the total loanable tun~ s in the rural 

areas. However, es an institution in the public sector, 

commeroial banks should make all out efforts to minimise 

transfer of the funds from the rural areas. Retber, the~ 

shoul d, in pursuance or the Government commitments, meke 

additional inflow ot tunds from non-rurel areas in order 

8. Mitra, Aehok, (Former Finanoe Minister of ·,·;est Bengal), 
" A talk on Centre-State Financial Relationships", 
s.P. College, Poona, 11th neoember 1982. 
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to help taster ~evelopment or rural areaa. 

4. S QOMPOSITB INnKX OF GROWTH 

A oompoatte inc!ax or growth taking the three maJor 

aapeota ot rural operations ot oommeroial banks viz., ooverag~ 

deposit mobilisation and extension ot ore~it ia oonatruoted 

on lines similar to that tor co-operatives (Appendi x A, 

Chapter III). The onl7 dt~rerenoe is that, unlike in tba 

oase ot co-operatives, aspeots like oost oontrol and 

earning or profit ere not taken tnto oonsi~eration as 

information relating to these are not available aeparatelJ 

tor rural operettona ot oon~eroial banks in both India ana 

Bengla deah. 

Speoitio indioators ohoaen tor eeoh ot the three 

eapeota are: 

I. Coverage 

(i) Number ot rural branohea aa ~ ot total 

number ot branobea. 

(ii) Number ot rural branobea per 1 0001 rural 

population. 

II. Depoatt Mqbtl1settop 

(i) Rural depoaite ea ~ ot total ~epos1ta. 

(11) Per oapita rural c!epoa1ta. 

(111) Inorementel rural deposits as % ot Gr-P troa 

agrtoul ture. 

III. :ixtenslon ot Rural Orec11t 

( i) Amount ot rural oredi t as ~ ot total ored1 t. 
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(11) Per ceptte. rural oredlt. 

(111} aural cr~~lt per heetere of GCA. 

(tv i Incremental rurflll ore~1 t ea ::. or GUP trom 

egrt oul tare. 

(Y} Incremental rural oredlt/~eposit rettc 

(O-f'\ ratio}. 

The oompoa1te index thus compute~ 1s plotted in 

Chart Number x. ?he ~1agrem abo~• that the ocmpostte index 

ot the rural operetlone or oommeroial benke, exoept tor 

the rt rat four 7eara, hes grown taet.er 1n oaae ot Bangladesh 

(merke~, ot oourse, b7 nottoable tluotuettoas)oompftred to 

that of IDd1e ea well ee West Bengel. Tbe deol1ne ot tbe 

ln~ex tor Bangladesh ln 1974-?S ••• partl7 ~ue to lower 

1noremantal tlow ot ~epostt ead credit ea a oonaequenoe or 
famine oond1tions and the deol1ne in 1978-79 oen be 

attributed to a pol1oy of go-slow followed b7 Bangladesh 

benka in order to appralae their peat operations 1n the 
.IJ 

runl ereea. 

RelattYel7 fester growth ot oompoa1te index or the 

rural oper~tlons or aanglatesb oommerotel banks o•n be 

eaortbed pertlJ to la- performance ln the base Jeer 

(because or later atart} ena pertl7 to tntro~uctlon ot 

target oriented rural loan operations of oommerolal benka 

known ea SACP (1977). 

* ~80U8810n with the raputY Goyernor ot 3!Dgladtah 
Bask, rba~n, October, 1980. 
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It oan be s~en trom the Chert XI thet composite 

index of loan oper9tlons ror ell the three regions showed 

relet1Yely better growth then thet of non-loan operations. 

But this gap in the growth of loan en~ non-loan performenoe 

during the f1rst tour year was rether narrow and slnoe 1976 

suoh gap continuously wi~ene~ in all the regions. Such gep 

was wider in cese of Bangla~eeh compared to In~1e. A 

rol&tively lower growth of oompos1te 1nc!ex or non-loan 

1n~1cetors, especlelly ~eposits, might have been e result 

ot higher ~epoait et the base year relative to loan 

performsnoe in case or ell the regions under comparison 

(see Tables 4.2 en~ 4.)). 

4. 9 THE CHANGE IN THE LEVEL OF DEVELOPMENT 

The three espeota that were considered while 

oonstructing oomposite index are also used for assessing 

the leTel ot develo~ment with a ten-point soele on the 

linea dlsoussed ln Appendix A, Chapter III. 

The Chert XII shows that the 1 evel of c!evelopment 

1n India wes ell through h1gber end relatively more 

consistent than that or aengledesb. In oase of West Bengel, 

this wes even lower than Bangladesh. 

The gap in the level or development between India and 

BangladeSh in the first tew yeers wea wi~e but gre~uelly 

nerrowee ~own wb1oh mBY be ascribed to aggressive efforts 

en~ target-oriente~ approaob or rural operetlone or 

oommero1el banks in Bengle~esh. 
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4.10 OONOLTJSION 

The growth in the number of rural branches 1n the 

two aountrlea ~urlng the perio~ (1972-80) was aommen~able. 

But, the proportion of rural branches to total aommerolal 

banks' brenohes in In~la wee lower compare~ to that in 

Bsnglel'!esh. 

An impressive growth ot rural ~eposlts es well as 

rural ore~it have been not1aable in terms of both flow end 

atoak amounts in tbe two oountrlea. However, en assessment 

of the underlying taotors 1nd1oetes that there 1a need to 

make further efforts to step up deposit mob111aet1on end 

oredit extension in the two countries. 

Baokwaab etteota appear to be operating through 

rural branches of oommeroial banks in both !nc1e end 

Bangladesh, more 1n the latter than ln the former. 

Compared to Bangladesh baokWBsb effects were even more 

pronouno ed 1 n West Bengal. 



Teble 4,1: aural Qoverase bx Qamrnerolal Bankg 

Items 

1. Number ot rural 
brenohea 

- -
.All Int!1e Benslafee)l West Bepcal 

1971- 1979- Growth 1971- 1979- Growth 1971- 1979- Growth 
72 SO Rate(~) 72 80 Rate(~) - _7_2 - - S_o __ RaJ~(~)-

- - - - - - - - {84 >- - - - - - - - - - '-,_> - "'.-. >-

2. Rural branohea aa 
proportion ot total 
branobea 35.)6 46.59 3.41* )1,84 63.10 S.50** 22.11 33.74 6.29** 

3. Tbouaan4 Hectares 
ot GOA per rural 
bra nob 

4, Rural branobea per 
lakh ot rural 
population 

34.29 12.99 -13.91 ** 33.75 6.85 -22.44** 4).28 12.71 -18.71** 

- - - ~ ~ -- ~ ~ ~ ~ - ~ - - - - - - --- ~ - - ~ ~ - - - ~ - - - ~ - ~ - - - - - - - -
** • Stgntt1oant at 1 ~ level, 

* • stgn1ttoant at 5~ level, 



Table 4.2: Rural nepoet~e of Op,merg!~l aenk! 

Items 

1 • Amount of rural 
t'lepoai ta 

All Int'tie 
1971- 1979- Growtb 

72 80 Rete(~) 
(g1) 

Bangladeeb(P) 
1971· 1979- Growth 

72 SO Rete(~) 
(g1) 

(Tk/Ra in million) 

Wet~. Bengel 
1971- 1979- Gro~th 

72 So RAte ( ~ ) 
(g1) 

2. Rural ~epostta aa 
~ ot total ~epostta 6,09 11.90 7.~5•• 10,0~ 15,63 ?.86•• 2,49 6.)~ 11,4~•• 

). Per branoh rural 
~epostte 

~. Per oaptte rural 
c.'eposita (Tk/Ra) 10,27 77.42 24,62•• 7.02 50.69 25,gO*• 7.52 61,04 26,17** 

5. Rural ~~poatte per 
h•otere of GOA (e} 
(Tk/Ra) 

6. lnorement~l(b) 
rural t!epoa1 t a 

27.76 176.17 25.44** 

1092 91)) 26.54** 109 s66 20.59** 76 594 25.70¥• 

1. Iuorement9l (b) 
rural t'J.epostta aa 
% ot OnF from 
f.!grt oul ture 1, 07 2.79 19. 15*¥ 0,5) 2.)5 22. 91** 

*$ • Stgntrtoant et 1% leYel, 

(a) • Last yeer relate to 1978-79. 

(b) • Ftrat year relate tc 1972-?J, 

(P) • Rural depoa1.ta ot t1rat three yeBra were esttmatfu' on the beats 
ot per branoh deposits ot 1974-75. 



Tebl.J ~.l: Ry£al OE!~!~ 52t Q2E!!rgl!!l 

- - - - - - .. - ~ ... - .. ....... - ,.. - -

1. 

2. 

). 

4. 

5. 

6. 

7. 

8. 

Itema .All tn~ta 
1971- 1Cj79-

72 ao 
~ ~ - - - - - .. - - ~ .. - ... - - -
Amount ot rur~l 
ore~tt 1909 21619 

tnoresf$ntal 
(a) 

rural oredit 1177 501) 

Rural oredit as 
~ ot 'etal oredit ).56 9.66 

Per branoh rural 
oret'tit 0.40 '· 46 
Per oapitn rural 
oret't1t (Tk/Re} 4.27 42.20 

RurBl cre~tt per 
heotare ot GOA 
('l'lc/Re) 11.56 124.75 

Inarementel rurel(a ) 
ore~tt sa f, ot 
GDP trom ~grloulture 0.64 1. 53 

Rur&l orentt as % 
tots l ~epoatt 2. 5) 6.49 

** • Stgntrtoant at 1 ~ level. 

• • Stgn1f1oant at 5~ level. 

(e) • Refers to the 7eer 19?2-7). 

B!nkl 

- - -
Growth 
Rete(") 

lg1) - .... - -

28.949 • 

24.61 ** 

10.71 •• 

14.)9*~ 

27.2)** 

26.)7* ... 

17.95*~ 

10.07'fl-~ 

(Tk/Rs in million) 
~ ~ ~ ~ ~ - ~ ~ ~ ~ ~ ~ - - ~ - - - ~ -

B&nldfl!.,88h(P) West Beasal 
1971- 1979- Qrowtb 1971- 1979- Growth 

72 so Re'e(%) 72 so Hete( ~ ) 
(g1) l g1) - - - - ~ - - - ~ - - - - - - - - - - ... - -

45 170) 49.44** 42 777 j8.10** 

11 600 65. 24r;~· 17 144 )2.69:;:* 

1. 58 8. 51 27.879 * 0.52 ).)6 25.15*'* 

0.1) 0.81 26. 29~· 0.25 1.1) Hf. 7) ~• 

0.69 22.1) 47.49** 1.17 19.76 ) b.2)** 

). 82 1 )2. 15 47.45** 5.76 98.6) )8.29** 

0.04 0.69 52. 60~ 0.12 o.s7 25. 55•• 

0.98 6.82 29.56J~. llil 0.41 2.05 21. 56$~ 

(P) • Amounts of rural oredlt for the 7ears 1971-72 - 1973-74 were 
estimated on the basta ot per branoh pertormenoe ot 1974-75. 

.. .... 
\II 



T~~le 4.4: Trsnster ot Rurel SoT1pss throu8b Oommerglel Benk• 

(Tk/Re ln million) 

IntUo etore All InfU.t. 
1971- 1979- Growth 

12 So Bete(~} 
(&1) 

1. Amount ot 4epoalt 
trenaterred (a) 

§anglgCesh ec 
1971- 1979- Growth 

72 80 Rete( ~) 
(.~1) 

(without retlnanoea) 1072 4161 18.02•• 255 

2, Trenster ot rural 
depoe! 1llll { wl til 
reti nan3ee) 1095 58)6 22.12•~ 

), AaJuato~ o-n ratio 
after retlnenoea 41.1) 50,29 1.67* 

4. P~r rurftl brenoh 
transfer ot 
l'lepo81ta 

5. Peroentege(b) 
transfer of 
t'lepoatta 

0.22 

2).)7 

- - -
- -

0.73 0.40 -7.14* 

Went Bengel 
1971- 1979- r.rowth 

72 go Rete( ~} 
(g1) 

124 821 22.40•• 

16.14 )0.79 9.27** 

0.73 1.1) 1.86 

- -- - - - - - -- - -- - - - - - - - - - - - - -- - - - - - - - - - -- - - - - -- - - -
(M) • Mlllton. 

(-) • Mot epp11~~ble tor Bangla~eah. 

•• • atgn1tioent at 1 ~ level. 

• • Slgnlfto ~nt at ~~ level, 

(a) • Oaloulate~ essumlns 65~ maximum loanable deposita. 

(b) • Loanable peroentese ot ~epoalt minu• notuel percentage ot 
deposita extende~ ea ored1te. 

Bangladesh reflnanoea to oommerolal banks for rural oredlt 
ere not separately eTelleble. 

.. .... • 
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QHAP'l'BRV 

PERFORMANCE OF SPXCIALISED AGENCIES 

Having ~tscussed comparative performance of 

co-operatives in Chapter III and that or the rural operation 

ot commercial banks in Chapter IV, in this Cha pter, we 

discuss performance ot specialised agencies either direotl7 

or 1n~1rectly involved in rural finance in both In~ia and 

Bangladesh. 

In India there ta no speoialiaed agency direotly 

engegec! ln rural finance. But there are two agencies 

ind1rectl7 involved - t.e. Agricultural Refinance 

nevelopment Corporation (AR~C) and Agricultural Finance 

Corporation (ArC). ) B.Y merging the Agricultural Cre~it 
Department of RBI with AR~C - the moat important ot the two 

specialised egenoies in India, the National Bank For 

Agricultural and Rural nevelopment (NABARD), wes toraed in 

1982, following the recommendation of the Commtttee to 

Review Arrangements tor Institutional Credit tor Agricultural 

and Rural Development (1981). Since the reference year of 

our study en~a in 1979, our discussion ia oontined to ARr.c 

only. The other Corporation in India i.e. AFC is e 

oonsultancy organisation engaged mostly in proJect 

formulation tn order to facilitate the commercial banks 
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making adYancea tor agriculture and related activities. 

In Bangladesh, the Bangladesh Kr1 ahi Bank ( BKB) is 

the onl7 apeclallaed agency involved directly ln rural 

t1nanoe. There is no apecialieed indirect agency involved 

in rural tlnanoe either tor refinance or tor proJect 

formulations as ln India. Even though the workings ot the 

agencies in the two countries are not strictly comparable, 

we, ln the following tew pages, appraise the pertormance of 

these agencies. 

An evaluation of these speo1al1aed agencies relating 

to their operational achievements, among others, will 

inolude wbe~er or not and to what extent Governments' 

commitment to make greater inrlow ot reaouroes in the rural 

areas has been aohteved; whether or not, more and more 

rural activities were receiving flnanotal assistance; 

whether or not GoYernment•s concern to improve the eoonomlc 

condition or 41aadvanteged olaasea like landless 

agricultural labourers, small an4 marginal termers has been 

rerleated in the operations or the specialised agencies as 

also whether or not and to what extent announced policy of 

the Government towards balanced regional growth waa being 

pursued througb the tlnanclal eas1stance or these 

institutions. 

5. 2 BANGLADBSH KRISHI BANK {BlCB) 

BKB came into existence under .BKB Order 1973 

lPrealdent's Or~er No. 27 of 1973) as a successor ot the 

·~ . .. 
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tormer Agricultural ~velopment Benk ot Pakistan (Eastern 

Zone) Which was established in 1961 by the merger of 

Agricultural nevelopment Finance Corporation (1952} and 

Agricultural Bank ot Pakistan (1957). 

The main objective of the BKB is ~evelopment of 

agriculture and other allied operations in order to inorease 

productivity end income of the people involve~ in these 

activities by providing credit either in cash or in kind for 

activities like crop, irrigation, land development, 

horticulture, forestry, animal husbandry, fishery, poultry, 

dairy, serioulture, tea plantations, WBrehousing, marketing, 

processing ot agricultural produce, end term mechentsatton. 

The bank 1a expected to prepare benkeble proJects to 

be taken up by interested people; procure agricultural 

machineries from abroad &6einst foreign credit, in addition 

to, performing no~l tuncttons 11~& thnt of a uommerciel 

bank. The bank is also expected to evaluate the on-going 

schemes and provide adVisory serv1oes to the loenees for 

proper implementation of the proJects, besides providing 

training arrangement for its executives. 

The men8gement of the bank is entrusted to the Board 

ot Directors, seven in number including the Managing 

nirector as the OhR1rmsn and three nominee directors of the 

GOB (Since 1982, the GOB has been appointing e Chairman, in 

addition to the Managing Pirector). The Board is entrusted 

with the general direction and administration ot the affairs 



and business ot the Bank. As regar~s poltoy matters, the 

beak is guided by the instructions given to it from time 

to time by the GOB. The Managing Director is assisted in 

tbe execution ot day-to-day atteirs by two General Menagers. 

The bank adTences loans tor pro~uotion as well 

investment purposes - short term loan for 18 months, medium 

term loans exceeding 18 months but not more then 5 years 

and long term loans extending upto 15 7eers. 

Loans ere grante~ generally against security ot 

immovable property, goYernment/aoheduled bank guarantee, 

pledge, gold or gold ornaments and other security papers. 

Production loans, upto a speo1t1ed limit, may, however, be 

allowed against personal surety/bypotheoetion ot orops. 

Bank's lending rates vary trom 12% to 15.5~ (as in June 
and 

1979). BKB obtains tunda trom Bangladesh Benkjtoreign 

oreal t arranged through GOB at 6". 
~The bank's Branoh Manager is empowered to sanction 

agricultural loans upto Tk 5000, exoept in oase or shallow -/ 

tube wells (ST~} for wh1oh the ceiling is Tk 24000. The 

soeles ot t1nanoe are furnished in the appendix wh!oh shows 

that these ere dependent on the nature or orops en~ tbe 

type ot land - irrigated or not. 

Loans ere advanoe~ for proJects that are teohnioelly 

sound and eoonomio slly vieble. The instalments for 

repayment ere generally tixe~ keeping in view the season 

in whioh the borrower is expected to get inoome. 
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Generally loen apprei sal is e%peoted to be done by 

tnveattgetion ottloer or field supervisor; however, in 

praotioe, most of the loan appraisals are done by the 

latter beoeuse of the shortage of investigation officers. 

The field supervisor visits the rural areas and 

oelle meetings of the rural people 1nolu~ing the eleote~ 

leaders. In suoh meetings, e list of woul~-be borrowers 

is prepared; defaulters or earlier loans ere exoluded rrom 

the list. The field supervisor after oolleot1ng required 

information submits the loan proposals with his comments to 

the branch tor sanotion. 

Investment loans ere usually provided for 

irrigation, lend development end for purchasing agricultural 

implements. 

An international study group whloh examined the 

metbo~s followed by BKB in making pro~uotion end investment 

loans found that es the field investigators were mostly 

untrained, their reports on credit worthiness of the 

loanees leaked many fUndamental details. Further, the 

group observed that the bank does not take technical advioe 

regerding the deposit position of ground water ln oese ot 

shallow/deep tubewelle, nor does the bank render any e~Y1oe 
1 

to the borrowers on suiteble cropping patterns. 

1. FAO/Worl~ Bank, A Report ot the Bengledeah 
Agricultural credit ProJeot, Rome (1980}, 
Anne%Ure 5. pp. ?. 
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Ever, brenoh or BKB is required to have at least 

one Investigation Officer and one Viel~ Supervisor, tor 

loan appraisal, supervision en~ recovery. However, because 

ot rapid increase in the number ot branohes, it ia reporte~ 

that many or the new branches laok adequate number of 

supervisory start. An analysis shows that each 

investigation officer/tiel~ supervisor 1s required to 

handle about 400 new loan ceses and 600 running ecoounta 
2 

every year. 

BKB has e Central Training Institute in nbake With 

two regional training !nsti tutes, one at Chi ttegong en4 

the other at Bogra. A third regional training 1nst1 tute 

is being opened at Jessore. Besides ottering training in 

ita own institutes, the bank also deputes ita employees to 

relevant training programmes arranged at home or ebroa4. 

OWing to rapid expansion ot brenohee, etatt strength 

ot the bank inareesed from two thousand to five thousand 

during the period 1972 to 1980 with an annual compoun~ 

growth rete of 11.5%. The Tnst1tutes of the bank conduct 

both toun~etion an~ special courses, depending on the 

background of the train~ es. An exam1nat1on3 of the type of 

oours6s, ~heir contents an~ the background of the tretners 

2. Ibid, pp. 7. 

). (1) ~orld Bank/IDA Stu~y, op.oit., pp. 27. 

(11} Bengledesh Bank, Agrtoulturel Cre~it Stu~! 
ProJeot, 1978, pp. 202-206. 



181 

reveal thet the training given to the BKB'a employees wes 

not only inadequate, but slao inetteottve. 

5.2.2 Hesouroe Mob111sat1on 

Th ~ resources ot BK.B which is a wholly owned public 

undertaking ot the GOB, comprise owned tun~s, ~epostts end 

borrowings. The bank ts empowere~ to raise funds by selling 

bon~s in the open market. 

It can be seen from Table 5.1 th&t ~uring the nine 

year period (1971-72 to 1979-eOJ, there he~ been e 

commendable rise in the funds ot the bank, the overall 

resource position increasing by about six tt~es - owne~ 

funds rising by ) times, borrowings by 5 times and ~eposits 

by 11 times. 
<( 

In terma of gro·wth retes. ot ~eoh or the oomponenta, 

it can be seen from the following informet!on thet the 

highest compound ennual grov.rth fiur1ng the period Wlls 

reoorded by ~epoatts followed by owne~ tun~s • .... ____ _ 
Components 

( 1 ) E·q,ui ty Cept tal (a + b) 22.68 - 7.)1 
(a) Paid up Oepital 9.85 - 11.87 
(b) Reserves end Surpluses 64.69 + 41.27 

(li} Borrowings 20.98 0.75 
(111) Deposits 29.86 + 8.12 
(1v) overall (Totsl) 21.74 - - - ~---~---- .. - ~ ~ ...... - -- - - - - - -- -
~ Two-Point exponential growth rate. Growth rate 
· hereinafter in this Chepter shall reter to g2. 

~ Relet1ve growth rete ts oalouleted taking proportionate 
change of each of the elements in the total resources. 
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Since BlUl 1a e public undertaking growth ot equity 

capital mainly resulting from non-~iabursement of 

diTi~enda means nothing significant. Higher compound 

annuel growth rate ot ~eposits is an encouraging sign. 

However, per branch ~epoatta grew at an annual rate of 9% 
implying that high growth rate ot ~eposits was primarily 

beoauae of increase in the number ot branches from 77 1n 

1972 to 412 tn 1980. 

Further, we may also notice a perceptible change 

in the aature of depost ts over the period ea cen be seen 

below: 

-- - - - - - ........ _ .... _~- .... ~ - ~ - ------ - --
1971-72 

~ 
1979-SO 

~ 
~ ~ - ~ - -- - - - - -- -- .. - - -- - - - - - --
Current Deposits 1S.S4 22.)5 

Savings Deposits )7.68 17.28 

Fixed neposita 4).48 60.)7 

Total 100.00 100.00 
... _.. .. ____ _ - - - -- -- - - - - -- - -

It is oleer that the share ot fixed deposits in total 

deposita increased at a higher rate than that ot current 

deposita while the proportion of sevings/depostts declined 

significantly over the period. 

Section 15(1)(c) ot aKB order (197)} allows the bank 

to raise funds from the open market by selling bonds and 

debentures which has not been utilised so tar. 
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5. 2.3 E't'eluet1on ot Operetiopal Aqhievemepte 

BKB•s operati ons underwent a see ohenge ~uring the 

last three deoedes as mey be seen trom the data gi•en below: 

(Tk in Million) 
~ - ~ - ~ ~ ~ ~ ~ - - - - ~ - - - -

Perttoulare 1951-c1 1961-71 1971-81 Total - - - ~ - ~ - - - - - - - - ~ - -
1. ntsbursement or Loen 92.60 557.20 5972.80 6602.60 
2. Average Annual 

r.tsbursements 
between 1951 & 1981 

). Deoadel Growth Rete 

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

9.26 55.72 597.28 220.09 

19.94 26.34 

Around 9.5% ot the totsl ~isbursements for the three 

deoades wes made during the 20 years retleoting the 

indlttereno~ or the then Government ot Pakistan shown 

towards rural flnanoe in the Eastern Zone. Islam4 (1968) 

state~ that tor 56% population ot Pakistan located in the 

Eest Wing, a 11 ttle more than 42~ ot the total Agrioul turel 

Development Bank loan was disbursed ~ring the perio~ 

1952-68. l)uri ng the 10 years etter Bengledeab was 

established (1971-S1), BKB's disbursements were about 10 

times more than those mede during the years 1951-1971. 

5. 2. ). 1 Phxstqal qoyerege 

The bank wh1oh had 77 brenohes end 7 regional 

ottioes as on June 1972 inoreesed then to ~5S branohes with 

4. Islam, K. s. " ADPP' a Aot1 vi ties & Achievements". .!!!.!! 
Pekisten Observer, A~PP Supplement, Feb. 18, 1968. 
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20 regional ottlces (Table 5.2) in~1cet1ng an ~nuel 

compound growth rete ot 22~ and 12% respectively. Branche• 

per regional ottioe which were 11 as on June, 1972 

increased to 28 as on 1980-81. 

Regional Spread ot Branahee 

There are four edmtntstrettve divisions 1n aengledesh 

i.e. Dhskba, Khulna, Chittogong, Rejsbah1. It oan be seen 

trom Table 5.), that the number ot BKB branches tn ~hakba 

division rose to 164 in 19So-81 from 29 tn 1973-74 with an 
.• 

annual compcun4 growth rete or 29%. The lowest growth ot 

branches was 1n the lhulna div1a1on, trcm )8 to 118, with 

an annual compound growth rate ot 19%. Regional spread ot 

BKB branohea oan be gleaned as under: 

Regions " ot GCA % ot POP Num'b6r ot Branches Annual 
(1979) (1981) 1973-74 i98o-81 Growth Rate - - - - ~ ~ - - -

nbakha 22% 

Chlttagong 21 % 

Khulne 25% 

R&Jshaht )2-~ 

Total 100~ 

-------

... - - - - - - ~ - - - - - - - - - - - -
2~% 29 (21 %) 164(30%) 28.87~ 

26~ )1 (2)) ) 141(25~} 25.12% 

25~ )8 (28%) 118(21~) 18.88~ 

24~ )8 (28%) 1)2(24%) 20.)7% 

1~ 1)6(100%} 555(10~1 20.09% 

- - - - - - - - - - - - - -- - - - - -
GCA - Gross Cropped Area (hectares). 

Figures tn the brackets indicate percentage of the total. 

Ju~ged trom either GCA or populetton, t hakhe 

d1Y1aion had the highest proportion ot BKB brenohes while 
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it wee the lowest in oese o~ Kbulne division. The second 

plaoe wee oooupied by Cbittegong ~ivision with e growth 

rete of 25~ over 1973-74. Viewed ~om both GCA and 

population, the distribution or branches in 198o-S1 wes 

more imbalanced compared to whAt it was in 1973-74. 

5.2.).2 Loen Disbursements 

From Table 5.4 giving information reletlng to loen 

disbursements, number ot beneficiaries end per borrower 

loan tor the years 1971-81, it is seen that the amount of 

diaburseaenta rose to Tk 2097 million in 198Q-81 from 

Tk 94 million in 1971-72 with en annual oompoun~ growth 

rete cr 34~. An yeer-to-yeer analysis of changes in 

disbursements sbawe~ that the highest increase was in 

1976-77 which oen pertly be attributable to the introduction 

ot Special Agricultural Credit Programme (SACP) by the GOB 

while there ~s e decline in 1973-74 perhaps beceuse of the 

famine cond1ticns preveiling in the country. 

Number ot borrowers increase~ to 391 thousand as on 

June 198Q-81 from 92000 1n 1971-72 With an annual compound 

gr~nth rate or 16%. Not only was there an increase in the 

number ot BKB borrowers but there was also en increase in 

the per borrower amount ot ~1sbursements trom e little more 

then Tk 1000 in 1971-72 to Tk 5000 in 19SQ-81 (compound 

annual growth rate ot 18~ ). 

Production V/s Ipvestment Loan 

Production loans ar~ usually ot e ~uretton or not 
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exoeedtng one year while investment loans msy even be for 

8 pert~ ot 20 years. 

('l'lc in m1111on) -- ~- - - -------- ----.--~ - - ~ .. - - ....... 
T.leoade Prof!uc t1 on Investmnt Loan Total 

Loan Medium Long Total (2+5) 
(Short term) Term Term ()+4) 

1 2 ) 4 5 - - - - - - - ... - - - - - - - - - - - - -- -
1. 1961-71 245.8 270.6 40.8 )11. 4 '>57.2 

2. 1971-81 )6)7.0 1827.0 509.0 2))6.0 5973.0 

Total )882.8 2097.6 549.8 2647.4 65)0.2 

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

It oen be seen from the tnrormatlon furnished above 

that ~uring the ~eoade before the libaration or Bangladesh 

BKB was giving a higher proportion or its loans (5~) tor 

investment purpose. But, in the deoede after the liberation 

ot 3angledesh (ending on June 1981), the proporti on or loan 

for investment purposes deolined to 39%. The shift or the 

bank towerds production loan waa largely due to the 

introduotton of SAOP (Table 5.5). Another probeble 

explanation for the shift of BKB towards produotton loen 

may be the inability of the potential investment borrowers 

to offer ad~1t1onel land as seourity tor investment loan 

while it was elree~y offere~ ~or pro~uotton loans. It is 

moat likely in view ot the teot that Bangladesh ts e oountry 

with very low lend-men ratio. 
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Purpose/Aot1v1tx-w1ae ptsbyrsements 

Table 5.6 gives purpose/eot!vlty-wise loan 

disbursement of the bank tn three ~ifferent yeers i.e. 

196)-64, 1971-72 end 1980-81. It is observed that crop 

loans (seed, fertiliser eto.) declined to Tk 1.7 Vdllion 

in 1971-72 trom Tk 14 Million in 196)-64, but increased to 

Tk )81 million in 19So-81. However, the shar~ or crop loen 

in total BKB loen declined to belt or whet it wes in 1963-64. 

BKB lean for irrigation, land deTelopment end term 

mechanisation including farm implements inoreAsed both in 

absolute amount as well as proportion to the total. 

-------~- - - ... - - ~ - - - ~ - -
Particulars 196)-64 1971-72 

AlllouDt AlllOUJlt 

..... - - .. 
19So-S1 
Amount 

.I 

1. Crop loans 

2. Tee loans 

13.93 ()6.))) 1.70 (1.77) )81.24 (18.18) 

4.15 (10.82) 27.52 (28.55 i 579.58 (27.64) 

3. Irrigation, term 
meobenisetlon,tarm 
implementation 1.16 {).02} 

4. Marketing and 
processing eta. 

5. Fisheries end 

2.02 (5. 27} 

poultry,deiry eta. 0.2 (0.52) 

6. Drought animals 1).02 ()).96) 

7. Others ).86 (10.07) 

).29 (3.41) 2)1.)1 (11.0)) 

0.09 (0.09) 

3 5. 55 ( 57. 6 3 ) 

).92 (4.06) 

126.58 (6. 04) 

175.20 (8.35) 

291. 67 { 11. 50) 

- - - ~ - - - - - - - - - - - ... - - ~ ~ --- ~ - ~ - - ~ ~ ~ -
Total )8. 34( 100. 00) 96. 39( 100.00) 2097. 40( 100.00) 

~ ~ ~ - ~ - - - - - - ~ ~ - - - --- -- - - - - ~ - - - - - -
Figures 1n tbe parentheses indicate percentage of the total. 
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Loen ~or marketing, transportation and processing 

inoressed in absolute amount in all the three yeers but ea 

proportion ot total, it marginally decline~ in 1971-72 

~rom 196)-64. The proportion ot this loan in the total 

inoreesed fourfold, oompered to 1971-72. Loans tor related 

agricultural activities lite dairying, poultry end fishery 

wh1oh ~eolined in 1971-72 both 1n amount and in proportion 

showe~ sharp rise in 1980-81. Loans tor draft-animals, 

though showe~ en increAse in absolute amount in all the 

three years, as A ~roportion ot the total deollned 

substantially from 58% 1n 1971-72 to only 8~ in 198o-81. 

Loans tor egro-based 1n~ustry whioh was nil in 196)-o4, 

increased marginally in absolute amount as well as a 

proportion of the total; the proportion was only a little 

more than 1% in 198o-a1. 

~!~rssments ot Loans by Sizes 

Size-wise (tlve aizea) information of loan 

distribution tor the periods i.e. 1965-66 to 1969-70, 

197G-71 to 1975-76 and 1980-81 are ~1rnished in Table 5.7. 

It is evident that the position of the lowest group (i.e. 

upto Tk 1000) as well the lowest two groups together (i.e. 

upto Tk )000) in the disbursements ot BKB loans deteriorated 

over time. The share of the lowest two groups in the 

disbursements declined aignitioantly from 59~ in the first 

period to only 24~ in the third period. 

on the other hana, the highest size group \ i.e. over 
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Tk 5000) cornered 58~ ot the aggregate cUabursements o~ 

BIB in the last period compared to )1 % in the tirst period. 

plabursementa by Size of Land-holdlgg 

Table 5.8 gives distribution o~ loans by lan~hold1ng 

size tor three perlo~s vtz., 1965-66 to 1969-70, 1~70-7.1 to 

1975-76 and 1976-77 to 198o-81. Beceuse ot the change tn 

the olesaiticetion ot the holding size, the information had 

to be regrouped under two categories i.e. (1) upto 12.5 

sores and (ii) above 12.5 acres. 

The rearranged data clearly reveal that while the 

proportion of loanees w1 th 11pto 1 2. 5 sores to the total 

loenees increased oont1nuouslr from 86% to 98%, their share 

in the total amount disbursed deoltned trom 60% to 54% 

between the first end the third period. Further, the 

proportion ot loanees with lendbol~tng of above 12.S sores 

deollned steeply from 14~ in the first period to only 2~ 

in the last per1o~ while they eooounte~ tor 40~ end 46~ or 

the eggregete loan disbursements during the two periods. 

Concentration of loan 1n~orm2tion or owners or large 

holdings appears to be more serious when we oons1der that 

97% of the farm holders 1n BengladeSb5 with 85~ or total 

area are w1th the size of less than 12.5 aores or land. 

This oonoentratlon or BKB lending operation, therefore, is 

very much in contrast with the GOB announced policies to 

5. GOB, Bengladesh Agricultural Census, 1977. 
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help improve eoonomio oon~tt1ons of small en~ merglnel 

farmer 1nolud1ng len~less egr1oulturel labourers by 

providing funds both for produotion es well as for 

investments. 

ntebursement ot Loep by Seourttr 

It oen be seen from Table 5.9 that BKB in the year 

ot introduction or SACP disbursed 42% ot the total loans 

to 70% ot the borrowers on b7potheoetlon ot orops. Sinoe 

then, 1t went on deolining end ~urtng the yeer 1980-81, 

only 26% or the totel loan wee disburse~ to 55~ of the 

borrowers on hypotheoetton. Similar downward trend is 

noticed in regera to ~1sbursement or loans a&~1nst personal 

surety. Contra~ to this, both proportion ot borrowers as 

well tts proportion or amount of loan egeinst ple"ge ot 

storef! egrioultl-.rel products hes inoreeselt during the 

period. This 1s elao a pro~uat1on-or1ented epproeoh but 

this facility o~n usually be evetle~ of by relatively 

larger termers. The proportion of borrowers wh o obtained 

loan against eeourity of immovable property increesed trom 

26~ ~ur1ng 1977-7g to 40% ~ur1ng 198Q-S1. These borrowers 

obtained loan amounting to Around 50% ot the total during 

the period. 

Regional ~tatrlbuti 0n ot Loens 

The GOB through plan doouments and various polioy 

announcements expressed its ooncern for balanced regional 

growth to be achieved by equitable distribution ot 
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resources both by bu~getery provisi on ss well as by loans. 

The required information for assessing the achievement or 

the eforesai~ obJective is preaente~ in Teble 5.10. Loan 

operations of the tour administrative ~ivistons ot BKB 

(or its predecessors) ere presented for three periods: 

(1) alnce 1952 upto the liberation ot Bengledesh (1971), 

(1i) 1971-72 to 1975-76 an~ (iii) 1976-77 to 198o-81, 

besides a cumulative position as on June 1981. 

Ranking of the divisions on the basis of GOA and 

the proportion of the borrowers indicates that RaJsbeh1 

oooupies the top position followed by Xhulne, nbaka end 

Gh1ttagong nivisions. Aa regards proportion ot the emount 

ot disbursements (1952-1971), however, Obittagong division 

was the first followed by ~haka division. After llberetion 

ot Bangladesh, Phaka c!1 'Yislon ranked first both in 

proportion of borrowers s.nd in proport1 on ot the amount of 

disbursements wbile Cblttagong ~Yialon secured second 

position in the amount of disbursements. 

The above enelysia suggests high oonoentration or 

.BKB landings in !)hakba ant! Chittagong cUvis1ons. This oan 

partly be explaine~ as preference ot the bank to encourage 

agro-beaed processing plants in en~ around Tlhaka and 

Cbittsgong oitles besides the feot that most ot the 

plantation loans were given in the Cbittagong di'Yision 

beosuae of the location ot tee gardens there. 
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5.2.).) RecoYery Perfo£m!pge 

In order to maintain reYolv.lng oharecter of 

loanable funds, it is essential to ensure prompt reoovery 

ot loana. Reoovery information wbioh is available for 

twenty years i.e. 10 years before liberation an~ 10 years 

attar liberation ot Bengle~esb, ta provide~ in Table 5.11. 

Recovery rate ts oomputed on the beals of the 

repayments and amount recoTereble ~uring a year. Amount 

recoverable includes overdues at the beginning of a yeer 

plus the amount of loan that has fallen due during the 

year. It can be seen from the table tbet the recovery 

rate ouring the year 1961-62 was 8()%, which gradually 

declined to 11 ~ in tbe ,ear of liberation. Siooe then, 

the recovery rate aterte~ improTlng reaoh1ng 67~ to 

19SG-81. 

Of the twenty years under constderetton, as many as 

in 1) years, BKB•s reooTery rete was lower than the ayerage 

recovery tor the per1o" (48?' ). 

Size of Recovery Number of tears Percentage of 
Rates BL AL T the total 

1. OTer 80% to 100~ 

2. Over 60% to 8~ 
). over 40~ to 60% 

4. Over 2~ to 40~ 

5. Upto 20% 

Total 

1 0 1 

1 1 2 

2 5 7 
6 ) 9 
0 1 1 

10 10 20 
- - -

s~ 

10% 
.35~ 

45% 
5% 

100% 

BL - Before Liberation. AL - After L1beret1on. T - Total. 
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When we compare the two periods, i.e. before en~ 

after liberation, it can be seen that of the 10 years or 

low recovery rate (below 40%) 6 years were before liberation 

and 4 years were after liberation. or the four yeors after 

liberation, two years, i.e. the ye8r of liberetlon end the 

following yeer poor recovery wes for un~erstan~eble reasons; 

GOB ordered not to insist on recover.y ~uring these two years 

in view of the loss suffered by the borrowers as a result 

ot the war of liberation. The other two years of low 

recovery rete (i.e. 1973-74 snd 1974-75) were famine years. 

Recovery Perrormanoe bt Regions 

Recovery information by administrative d1v1s1 ons 

whioh is available only since 1972-73 to 197a-79 (Table 5.13) 

reveals that during the ye~r 1972-73, reoovery rate ot the 

Pheka division wea the highest {40~) followed by Chittegong 

division (18~). ~ring the same period recovery rates ot 

Khulna and RaJahahi divisions were below 15%. However, 

during the 1978-79, recovery rete in ell the tour divisions 

improved. Chittagong division was et the top (71 ~) followed 

by Khulna (4~), Dhaka (48%) and RaJahahi (38%) respeotively. 

Better recovery pertormsnoe ot Chlttegong division can partly 

be attributed to large volume of tea loan in that division -

tea loan aa linked with marketing. 

OVerdue Position 

It oan be seen from the information turntahe~ in 

Teble 5.11 thet over~ue rete aa percentage of totel 
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recoverable loan tn twenty 7eers endtng June 1981 was on 

tbe average, 52~, ranging trom 1 s,. to 89~. 

- - - - - - - - ,.. .... - -- - ~- - ~ .. -- - - - - -Size ot Overt'tue Rate a Number or reara 

BL AL Total - -- -- --~------ - .. ~- .. -- - - - -- -
1. tJpto 2~ 1 0 1 

2. OVer 2~ to 40% 1 1 2 

). over~ to 6~ 2 5 7 

4. OYer 6~ tog~ 6 ) 9 

5. OYer 8~ to 10~ 0 1 1 

Total 10 10 20 

BL - Before Liberation 

AL - After Liberation. 

OTer~uee were low onl7 1n three years; in 7 Jeare 

tbe7 were between 40~ to 6~; of tbe 10 years ot hilh 

overdue• aix Jeers were betore liberation and the remaining 

were etter liberation. 

Acing Spbe«ule ot oyerduea 

BIB doea not publish information relating to aging 

aobedule ot over~ea. However, with apeoial ettorts, we 

were able to oolleot information relating to this tor tlve 

19ars (turntabed in Table 5.14), wb1oh reveele that ea on 

June 1972, overduee ot more than 3 years were 4~; thia 

proportion inoreaaed gradually reeoh1ng 60% ea on June 

1976-77. 
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5.2.).4 Profit Performanoe 

Rate of return on capital employed is an important 

tinenotel indioetor of organtaational performance but it 

ia not tbe only indloetor for publio seotor enterprises -

whose prime obJective is to ren~er aervtoe to the people. 

Keeping this in mind, we have to interpret the BKa's prottt 

pertormeno e. 

Table S.15 presents information relating to profit 

performance ot BKB for a period of 10 years from 1971-72 

to 198o-81. Profits earned by the bank ~urlng the year 

1971-72 was Tk 4 million whioh increased to Tk 78 million 

during the Jear 198D-81. This is apparently a good profit 

performance; however, tbe rete of return on oapital 

employetl as well as that on equity oa.pi tal, is diaoouraging. 

Return on oapital employed ~urlng the yeer 1971-72 was 1% 

whioh increased to )~ during the year 198D-81. The profit 

performance of BKB, by any standard, ia far from satisfaotory, 

particularly, in view of the fsot that a normal rate of 

return in privata manufacturing aaotor is around 15%. 

5.). AGRICQI.TURAL RMNANQB AN'D ~lMSLO.PJa'NT 
CORPORATION ( ARpC) 

Tbe report of the All India Rural Credit Survey 

Comudttee (1951-52) suggested greater emphasis being given 

to long-term lendinga without whioh it is not possible to 

seoure full benefit of even short-term landings. Follo~ng 

this recommendation entl with the purpose of improving 

investment cre~it taotltties, the GOI took a number of steps 



ot whioh the estebliahmsnt ot a refinance oorporetlon was 

one. Thus, the Agrloulturel Retinanoe Corporation (ARC) 

was estebltshe~ by an Aot ot Parliament tn 1963. The 

Corporation, although fundamentally a refinance agency, 

he~ from the beginning discharge~ some tunotions whioh are 

essentially developmental and promotional tn ohereoter. 

In order to emphasise this role or the Corporation, it was 

renamed, by an amendment ot the Aot in 1975, as Agricultural 

Refinance and Development Corporation (ARDC). 

The main obJeot of the Corporation is to augment the 

flow of investment resources, both medium and long-term, 

tor promoting agriculture and related eotivtties such as 

crop raising, animal husbandry, dairying, poultry, pisci­

culture and Nsher1es (both 1nlan~ and marine). The 

Corporation 1a expeoted to assist all those projects which 

cannot be financed by other agencies either on eooount or 

the volume ot tunds involved or the terms and connit1ons 

of repa,ment, or because the projects are such as oennot 

be brought within the normal rules of business under which 
6 

Lan~ revelopment Banks are operating. 

The objectives of the Corporation have been somewhat 

changed over time. Thus, the reconstituted Corporation 

(1975) bad the following obJectives, among others: (1) 

Providing adequate retlnanoe taoilitles to eligible 

6. ARC, First Annual Report (196)), pp. 4. 
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institutions to etep up the pro~uctlve lending nee~ed to 

achieve the national plan programmes, (it) diversifying 

the types of len~ing tor aohtevtng e breod base~ growth of 

the economy as a whole In terms of inoreestng nett onel 

income through egr1onlturel development, (tt1) promoting 

agricultural ~evelopment tn areas which heve not so fAr 

ettrecte~ much attention either ot the governmental 

agencies nr of the lending institutions end hel p set right 

regional i mbelanoes, (iv) paying special attention to 

promoting the interest of small and marginal farmers by 

expanding refinaooe facilities tor aohemea prepared for 

the benefit or auoh weaker sections of society, (v) 

emphasising the need for technical oonst~erettons in the 

formulation of projects with a view to maximising the use 

ot available resources, and (vi) assisting the various 

governmental agencies in the formulation ot eoonom!oally 

viable and financially feasible schemes and tn their 

implementation. 

The Corporation, within the confines ot its 

obJeotlvea, assists a number ot activities from pl8ntations 

to oommeraial torestr,y, trom on-farm development to farm 

meohaniaati~n and trom piggery to p1aoioulture. More 

speoiticall)', the corporation's aasiatenoe is available 

for the following eottv1t1es: Minor irrigation; land 

~evelopment and soil conservation; ~arm meohenlaation; 

plantation en~ horticulture, poultry; dairying, goettery, 



piggery, ttahertea, storage anfl market yards, agricultural 

aviation, bio-gae plant, commeroial forestry inclu~ing 

purchase of work animals/animal-driven carts by small an~ 

ll18rg1nal farmers. 

Under Seotion 5 of the Corporation Aot, the 

memberabip is open, besides RBI, to: (e) CLDBs, (b) State 

Co-operative Banks an~ (cj Sche~uled Banks, (dJ LIC and 

other Insurance and investment companies, an~ (e) such 

other class of financial institutions as may be notified 

by the Central Governments on this behalf. 

The types ot financial assistance provi~ed by the 

corporation ere: 

(A) Loans an~ advances by way of rertnence, 

(B) Subscriptions to the debentures ot any eligible 

institution in respect of which repa,ment ot principsl as 

well a.s interest are fully and uncondt ttonally guaranteed 

by the Government, end 

(C) Loans and e~vanoes other then by way of refinance 

to approved oo-opereti ve societ,.es (excluding CLf.Bs and 

SOBs) in exceptional oRaes. 

The corporation management is veste~ 1n e Board of 

Direators consisting of nine members ot which a ~eputy 

Governor of RBI is the Chairmen. Of the nine ntrectors, 

three ere nominated by the GOI en~ another tbree ere 

eleoto~ by the shereholders. Besiaes nomfnet!ng e direotor, 

the RBI bea the privilege ot eppo1nt1ng the Meneglng 
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Utreotor. 

In ·~~itton to the uoerd, there is an Executive 

Commi ttee comprising 4 ~.!reo tors including the Chairman, 

the Mansgtng Director and 2 Directors - one elected an~ 

otb~r & nominee ot the GOI. All poltoy matters approved 

by the Boer~ are execute~ by this committee. 

The bead office or the Corporation is located 1.n 

Bombay wl th 14 Hegional Offices locate~ in the major State 

Capitals. 

Training prosremmes for the senior en~ middle level 

start la oon~uote~ by the Corporation through the College 

ot Agricultural Banking, Poona, while tor the junior leyel 

statt, it arranges training through the regional training 

oentree with tbe help of State Land Development Benke. 

Medium-term acoommodetion usually varies from J to 

5 years and that tor long-term may normally be upto 15 

years. The minimum amount ot eccom~odation which was 

1n1t1ally rupees one lakh was raised later to ~ 5 lakh in 

ceae ot OLljB. 

Rates of interest oharged on Corporati on's 

ret1nanoas ere always less than the bank rete. Normally, 

the rete or interest charged by the tlnencing bank trom 

the ultimste borrowers shoul~ be suoh as woula restrict 

their margin to 24~. 

In oP.ae or CLT!Bs, no aooommo~ation is grente-' unless 

it ta tully and unconr.1tionally guerenteed by the State 
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Governments. In case or oommerctal banks, however, the 

security 1s to be aub-mortgeged/hypotheceted by the ultimate 

borrower in favour ot the ttnanoing banks an~ rettnanoe ts 

prov1~ed to the extent of 5~ ot the value or such 

seouritiea. 

In or~er to involve oommeroial banks, in a maJor way, 

the corporation grants them the following lnoenttves: 

(1) The Corporation, in ~etermining the banks' 

eligibility tor tunda, excludes their pest borrowings. 

(11) Term loans grente~ by the banks tor egrloultural 

" development whioh were r~t1nenoed by the Corporation ere 

not considered as advenoe. 

(iii) Banks ere also allowa~ to exolude other term 

landings (not finanoea by ARne)· whioh resulted 1n the 

creation or tangible Assets. 

5. ). 2 Resouroe Uobilisati on 

The Corporation was incorporated with en initial 

euthorised cep1 tal of Rs. 250 million tU videt! into 25 tbouaantt 

shares ot ~.10 thousand Geoh. Besides share capital, the 

Corpor~tion 1s also entitled to issue bon~s end debentures, 

resort to borrowings trom the GOI ena RBI 1n addition to 

accepting fixe~ deposits from both oentrftl as well as State 

Governments. The RBI usually sanctions credit limits 

ennually to the oorporetl on from the NAO (LTOI tund. These 

borrowings are generally tor a period or ten years and beer 

interest o~ 6% per annum. 
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The resouroe base or the Corporation (both equity 

and loan) 1noressed manifold oYer time tn line with the 

increase~ deman~ tor ret1nanaes. The maximum borrowing 

oapeoity ot the Corporation is tlze~ et 20 times the 

paid-up capital and reserve tun~. In order to further 

inoreese the resouroe base of the oorporet1on, the RBI 

allowed to retain the share ot ita diY1dends on the 

shereboldinga as interest free speotal ~eposit tor a 

period of 15 years. 

The oapitel of the oorporetton wh1oh was ~.100 

million (Equity and loan oepital 50:50) in the beginning 

inoreeeed to ~11,090 million on )Oth June 1979. 

Information relating to growth ot the oorporation's 

resources between 1968-69 and 1978-79 is presented in 

Table 5.16 and 5.17. Tbe data reveal that the overall 

resouroe position inoreesed by )5 times with an annual 

oompound.growth rate of )6~. Major components or 

corporation's resources with their shares in the total in 

1968-69 and 1978-79 shown in parentheses were: (1j owned 

funds (1~, 8%), (1i) speotel deposita (2~, 0.4~), (iii } 

borrow1.ngs trom GOI (82~, 45~); borrowings from RBI (from 

insignifioent proportion to 24%), (iY) bonds/debentures 

(from inaignitioant proportion to 2~1 end (v) others (0.)%, 

0.6%). 

The highest tnoreese was reoorded by borrowings 

(from GOI and RBI) followed by borrow! ngs by i ssutng 
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debentures/bonds, owned tun~s end speciel deposits. 

ReleYent information further reveal thet borrowings rrom 

RBI tnoreased at a taster rete then that ~rom the GOI. 

Although the borrowing ospaotty ot the oorporetion, ee 

mentioned earlier is 20 tt ~ea or its owned tunds, the 

corporation ts found to have uttltaed aroun~ belt or tta 

oepsot ty to borrow t11ur1ng the year ending on June, 1979. 

5. 3. 3 Qperl!tl onal Per~ormanoe 

The oparatlonel pertormanoe ot the oorporetton is 

Judged in terms oftts (a) sanotion or aohemes an~ (b) 

disbursement o~ retinenoe. 

5.3.3.1 (e) Senottons 

From the information on aenot1on of schemes for 

the period 1968-69 to 1979-80 giYen in Table 5.18, it can 

be seen that the number ot schemes tnoreesed by 34 times, 

from 108 tn 1968-69 to 36S7 in 1979-80. Totel ftneno1al 

eas1stenoe rose trom Rs. 792 million to :Is. 9182 million 

between the two years, with an annual compound growth rete 

ot 25~. However, the proportion or AR~C oo~tment in the 

total senottone~ emount declined to 82~ trom 88~ during the 

period, implying a corresponding rise in the share of 

Government/bank. 

The average size ot aenotton per scheme declined 

over the perio~ ~rom ~. 7.33 million to~. 2.51 million. 

In thts oonneotlon, it may be noted that by an amendment of 

the Aot, the GOY instructed the oorpor8tion to give greater 
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attention for proJects meant to benefit ~1aadYentaged 

clesaes. Henoe, it oen be said that the corporation, 

following the Government directives, has ahitte~ towards 

low coat schemes. 

Sanctions by Agencies 

As said earlier, the corporation usually ohannelises 

its ecoommodet1on through three financing agencies, viz., 

CLUBs, State Co-operative Banks, end Commerotal Benks. It 

oen be seen from Teble 5. 20 that the share of commercial 

banks ~hioh was insignificant et the time or their 

netionelisetion gradually tnoresaed since then. 

In fact, commercial banks recorded the highest 

compound growth rate (54% per annum). Its share in the 

total sanctioned schemes was only ~ 37 million which rose 

to~ 14,169 million from 1968-69 to 1979-80. Besides 

amount of sanction, proportion ot the commercial banks' 

sanction in the total sanctioned amount also inore@aed 

substantially from 2~ in 1968-69 to 46% 1n 1979-80 1n 

1979-80. The abare of CLnBs and SOBs in the total sanction 

declined to 52~ end 2% in 1979-80 from 94~ end 4% reapect1Yely 

in 196a-69 (T8ble 5.21}. 

S§gct1op by Purposes 

From the purpose-wise sanctions by ARro shown in 

Tagle s.22, it oen be seen that both the number ot schemes 

and the amount sanctioned for each or the eot1vtt1es 

increase~ over the perio~. Relatively higher growth, both 
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in terms of number ot aohemes and amount ot sanction W88 

shown tor eot1v1ties like farm meohen1set1on and ~airy 

development. Further, 1t mey be note~ that oompared to 

the base year (1968-69), the oorporetton tocuse~ greater 

at tent 1 on on farm-related aatt n ties like dairying, 

poultry, fiabertes, atorege reatlittes end egrtoultural 

aviation during the period of stu~y. 

In terms of proportion ot both number ot sobemes and 

amount of senotton, three eati11t1es registered a ~eol1ne, 

viz., minor irrigation, land development end soil 

oonservet1on an~ plantation end horticulture. The decline 

1n the importance of minor Irrigation and len~ ~evelopment 

oan pertly be explained by reduced demand tor suoh 

aotiv1t1es in some ot the major states like PunJab, 

Haryana, ~ahereshtra, Tamil Nadu, Andhra Pra~esb owing to 

cumulative efteot of development ot such aot1vit1es st.noe 
7 the oreet1on of ARrc. 

Sanction by Size of Amounts 

Information relating to e1zew1se aenotiona by Aa~C 

ta available only tor two years i.e. 1978-79 end 1979-80. 

Table 5.24 reveals that in 1979-80 15% of the schemes with 

61 ~ of the sanctioned amount was of the size of above 

~ 2.51 million. on the other hand 32% of the sobemes 

with 4% ot the senotiouec! amount wa s of the size of upto 

1. RBI, Debt an~ Investment Survey Report, 
Temll Nedu, 1971-72. 
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~. 0.5 million. This is a olear-out in~ioation or 

oonoentretton in tevour ot lerse termers. 

5.).).2 (b) Disbursements 

Table 5.19 wbioh turniahes information relating to 

disbursements or the Corporetion reveals thet 56% of the 

total committed amount by June 1980 W8S disbursed. or the 

two major parties, the proportion of ARne disbursements to 

total oo~tments was alightl7 higher at 56% oompered to 

that ot the Government/Banks (54%). 

Disbursement by Agenoiea 

Aa mentionea earlier, the oorporstion makes ita 

refinenoes available through agenotes like seas, CLDBs end 

oommeroiel banks. ~isbursement performance or these 

egenotes are shown in Tables 5.20 end 5.21. The relative 

share ot oommeroiel banks in the total ~tsbursements 

inoreeaed trom 4% in 1968-69 to 42% in 1979-80. In oese 

of the other two egenoies, there was s1gn1rtoant ~eoltne 

in their relative share or disbursements. 

The proportion ot disbursements to the commitments 

by the egenotea whioh wsa less than 30% tn 1968-69 inoreese~ 

to more then 46~ during the year 1979-80. Inoreese 1n the 

proportion of disbursements as percentage or oommitments 

wee high tn oese or CLnBs (3 times) followed by that of 

oommeroiel banks (1.7 times). 

ntabursement by Purposes 

Table 5.2) provides information relating to 
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disbursements by purpose. It is heartening to note that 

disbursements as proportion or sanction, tor eeoh activity, 

except tor term meohanisetion end len~ development/soil 

oonaervetion has increased ~uring the period. 

ntsbursements ror poultry and sheep breeding heve 

inoreeaed to ~. 190 million tn 1979-80 trom only ~. 0.1 

million in 1968-69. The second highest growth in 

disbursements was reoorde~ by term mechanisation (6~fo per 

annum), the amount increasing to ~. 2790 million in 

1979-80 f"rom oruy ' ~. 4 million in 1968-69. On the other 

bend, lowest growth rete in disbursements { 14~} V.Je.s observed 

in oeae ot lend development/soil conservation. 

5.).).3 Regtonel ~istribution or ARDC Refinances 

The Gai directed the corporation to channelise its 

esaistenoe in ~ way thet will reduce existing regional 

imbalances. Inf'ormetion pertaining to regional ~istribution 

or ARne assistance tor three periods: (a) 1963 to 1969, (b) 

1969-75 end (c) 197~-80 is provided in Teble S.25. 

It is evident from t he intormstion given below that 

almost halt or the States which ere relatively less 

developed lagged behind in reger~ to utilisetlon or 

corporation's assistance. 



~ - .. - - - - - ~ - - ~ - - - - - - ~ - - - - ~ - - -
Regions % ot 

popu 
lett on 
1981 
Census 

• 1963.69 
2 

t 

' 1 
1969-75 

2 ' t 1 
1975-80 

2 
' At on luge 1980 Cllmu-

3 ' 1 2 3 let-' 1 
lYe 

..... --~- - .. - - J - ._ .. ~ - - .... _,_ - - - - .. ------- - - -
t•t 

1, neveloped 42.46 77.63 72,36 89.51 62.75 56.41 70.68 51.72 54.42 55.83 53.69 55.75 59,97 

2. Leas neveib) 
lopec1 States/ 
TJnton Terri-
tories 57.54 22,J2 27.64 10,49 )7.25 43.59 29.32 48.28 45.59 44.17 46,)1 44.25 40.0) 

-------- - - - - _________ ,.. ......... --~---

1 - Sohemes sanctioned in peroenteg~. 

2 - Ftnenotel esa1stenoe aanottoned in peroent8ge, 

3 - Rettnenoe disbursed in peroentage. 

a - neveloped States as l~ent1t1ed by the oorporet1on ere: PunJab, Haryana, 
Oujaret, Mahereshtre, An~hre Pradesh, Karnataka, Kerala and Tamil Nedu. 

~ - .. - .. - r 

b - All other States en4 ~nton Territories are assumea to be underdeveloped areas. 
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However, the position of the relAtively less 

~eveloped stetee hes improved over time. In view or the 

larger share ot population (58~ ), ARDC easistanoe to these 

areas need be 1noreased further. Moreover, among the lea• 

deyelope~ states, substantial share or the ess1stanoe went 

to Utter Pre~esh, Medbye Pre ~esh and ReJ aathen. It we 

exalude the shero or ess!stenoe of these three stetes, the 

post tlon of other less develop~ states appears to be tar 

from s etisteotory. 

It is ~iftloult to blame the corporati on whclly tor 

these inter end Intra regi onel l i:'balanoes 1n the 

~labureement of its ass!st~no e es the demand tor corporation 

esslstanoe ~epen~s on the l evel of infrastructural 

development or th e areas ee well es commitments of the State 

Governments and flneno1ng banks in complying •n th their 

r espons1bllit1es. The St at e Governments beve a definite 

role to play both ln the lnltlatlon es well as !n the 

lmplement~tlon ot the proJects. If State Governments are 

slow in making eve1leble their part of tho commitments, 

the lmplemente tlon gets ~eleyed resulting in low 

disbursements from tbe corporation. Apart from these, some 

st~tes showed entbualesm in availing corporation's asstat~nce 

tn only some yeers. 

5. 3. ). 4 Shere ot Weaker Sections 

It is one of the maJor obJectives ot the AR~O to 

ohennelise more then belt ot its asslstano e for projects 
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that will benet1t small en~ marginal farmers an~ other 

weaker seottons ot the oommunlty. A smell termer has been 

detined by the corporation as one cultivating len~, 

providing a pre-development net return to tem!ly resources 

not exoeeding ~ 2000 per annum besed on 1972 prices. It 

was round that the corporation, in or~er to ensure the 

flow ot substantial portion of its asslstanoe tor weaker 

seotions, instructs the rtnenoing banks through tts senotion 

letters that at least 50% or the benef!o1er1es should be 

smell farmers end other weaker aeotione. Besides, the 

corporation makes tts assistenoe available to small farmers 

on 5% down payment only (Equity Psrtioipetion) ae oompered 

to 10% end 1S% stipulated tor medium end lerge farmers. 

Intormetion relating to ~lsbursements by size ot 

termers are not available except tor a few eot1v1t1es 

relating to the year 1978-79 whioh is furnished !n Table 

5. 26. 

From the available data, it is seen that the share 

of smell farmers in the total ~isbursements for minor 

trr1get1on was 48~ while 52% of the amount edvenoed 

towArds diversified purposes (other then farm meoheniset1on, 

storage and market yards whiob do not ~ireotly benefit the 

smell ~ermers) •as tor smell farmers. Further, out of the 

total disbursements of ~ 1),))6 million during the year 

1978-79, the shere of small termers wes )57~ (Rs. 4730 million). 

Thi.a pertormenoe of the corporation, in the light o~ 
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the Government ~irective that at least 50~ of corporation's 

aaststence should go to smell termers (This target of the 

shere ot small termers was further raised to 60~ during the 

)r~ ARr,c credit proJect, 1978) is tar from satisfactory. 

Apart trom this, CRAFICARi Report8 (19S1J observed thet 

aasiatenoe giYen for term meohenisation, storage, and 

market yards has not benefitted and small farmers and other 

weaker sections. 

5.,. / AGRICm.TURAL FINA.I.~CE CORPORATl()N ( AFC) 

AFC was promoted by the Indian Banke' Association 

{1968) to help the commercial banks in financing 

agricultural proJects. It was incorporated with an 

authorised share oepi tel of ?.s. 1, 000 million of which Rs. 50 

million bas been paid-up. ~ 

The corporstioa is managed by e Boerd of r-treotors, 

the size of wbicb, as per Articles ot Association, is not 

to exceed ~5. Of the Directors, ) ere to be nominated by 

GOI, one by ARne, besides a maximum of ,. to be oo-opted by 

the Boer~ for their expert knowiedge in relevant fields. 

The corporation has regional offices at Celoutta, Lucknow 

and Madras besides having some branohes. 

The oorporet1on started as both finenoing as well as 

promoting egenoy. AFC was expected to extend f1nenotel 

ass1stence directly or tn~ireotly tor suitable projeots but 

S. RBI, CRAFICARD Repory, 1981, PP• 227. 
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the moat ohellengtng task, that the corporation has beoome 

involved over the years, 1s ita promotional role. Beginning 

es a tinano1ng agenoy, the corporation has emerge~ 88 a 

oonsultanoy organ1set1on rendering expert assistance not 

only to the member banks but also to the Central end State 

Governments an6 other public oorporations. h~oently, the 

corporation hes exten~ed its oonaulteno7 business to some 

ot the Third World Countries too. 

The Corporation takes up a proJect either on a 

consultanoy basis or on a servioe-oharge basis. 

I mplementation end follow up ot the proJect is the 

r esponsibility of tbe agency tor who~ the proJ eot is 

formulated. On the other hand, in the oese ot proJects 

taken up on e serv1oe-ohsrge basis, t he AFC, besides 

preparing th~ proJect, also undertakes oo~plete supervision 

of 1Qplementstion. 

The Corporation, in order to develop better 

understanding among the co-operative banks and aommero1al 

banks, established national, state and district level 

consultative committ ees. These committees are elso suppose~ 

to enrich the experience of t he involved agencies in ~ealing 

with matters such as, egriaultural loan epplioeti ons, 

formulation ot sohemes tor the benef it of member-banks en4 

e3tabliah1ng a teobnical oonsultanoy service for helping 

the member banks 1n t he eppraisel and tinanoi ng of 

appropriate proJ ects. 
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5.4.2 Performance Appratsel 

As stated earlier, the corporation which began as e 

financing agency becerne a consulting agenoy later as 

evidenced by the tntormat1on turniahed in Table S.27. Tbe 

corporation's finanotng activities whioh increased to ~. )5 

million in 1973 from ~. 8 million in 1969, ~eolined 

thereafter. It is also seen that it:Ost of the corporation's 

financial ecoo:nmodetion ~ux-ing the period went to State 

Eleotrtoity Boards. 

Besides . cH.reot tinanoing, the corporation had 

assisted member banks in proJect to~Jlation. A perusal or 

the data fUrnished in TAble 5.28, shows that slnoe inception 

to 1979 the corporation formulated 951 proJects in the field 

ot Agriculture and related activities requiring~. 7451 

million as loan essistances from the banks. 

In ad~ltton to oommeroial banks, aentral and s tate 

Governments and some Government Corporations oommisstoned 

oonsultancy servioes or the co~oretion. From available 

date (Table 5.29), it oan be seen that more than 50~ of 

the consultsnoy services during the period (1968-79) was 

availed of by different State Governments. Next to State 

Governments, Government Corporations (23%J and commercial 

banks (18%) ere the other egenoies which used the consultanoy 

senioes ot the AFC ~uring the pert~. 

As obs~rved earlier, the Corporetton appraises 

projects either on a consultency bests or on e service-charge 
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bee1a. Of tbe total projeota to~mulated, 84~ were ~ne on 

oon.ultenoy beals. Ot the p~ojeota hentled on oonsulteno7 

basis eroun~ 60% was those belonstDg to the State Governments 

while d~ ot the proJeots ooneidered on servioe oberge beals 

wee those relating to Government Oorporat1one (Table 5.29). 

5.5 Conoluaion 

The foregoing spp~atael ot the functioning ot the 

three apeolalised sgenoies in Bangladesh and India hes 

reveal•~ strength and weaknesses in the etruoture as well 

as aohlevements and shortt&lla in realising the obJectives. 

The pol1or measures requlrea to be taken in the light of 

the tindlags here are diaoussed in the concluding ohepter 

ot the stuay. 
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AppensUx 

BKB 5gales ot F1n&DQ1ng 

Per acre credit norma and ceiling per borrower ot 
short term loans tor crop produotton followed by 
the BKB ere ea un~er (1978-79J 

Crop a 
- ~ - - - - - ~ - ~ ~ - - - -
Per a~re 
credit norm 

Tk 

Mertmum 
per borrower 

Tk - - - ~ - - - ~ - - - ~ - - ~ ~ -- - ~ - - - ~ - ~ - -
1. Pe~ay-

High Jielding variety 

Local 11ntens1ve v~r1ety 

Local veri ety 

Irrigated boro 

2. Wheat -

Irrigated 

Reinf'et! 

). Potato 

lrrigatec! 

Non-irri t5ated 

4. rvsterc! -

Irrigated 

Non-irrigated 

5. Sugarcane 

6. Cotton 

- - --

)85 

282 

221 

800 

6)7 

~5 

1, 200 

788 

)56 

268 

1,111 

655 

1' 540 

1 '128 

884 

1,600 

1, 600 

1,600 

4,800 

),150 

1,424 

1,074 

4,444 
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Table 5.1: Resouroe Mob111aet1on by 8KB (1971-72 to 1979-80) 

(Taka ln million) 
- - - - - - - - - - - -- - - ... - -- - ... - - - - - - - - - - - - - - - ... -

71-72 72-73 73-74 74-75 75-76 76-77 77-78 78-79 - - - - - - -- - - - - - - - - - - -- - - - - - ... ... - ... - - - -- - - ... - ... -
1 I Pal~-up oepttal 100 100 100 100 150 200 200 200 

(20.24) 

2. Res~rvee end 
surpluses Nll Nil 2 10 47 78 81 91 

- ... - - -- ... ... - -- - ... - - - - - ... - - - - - - ... ... - - - ... -100 100 102 110 197 218 281 

... ... - ... - ... ... - ... - --- - - - - - - - - - - - - - -
), Borrowings )25 

(65. 79) 
442 508 516 406 767 729 

- - ... ~ - -.. - -- - .. - - - - - - - - - - - ... - - -
425 552 610 726 60) 1,045 1,010 - - -- - .. .. - .. .. - .. - - - ... - - -- - - - -- - -

4. nepoatts 69 73 
(1).97) 

77 1)4 159 256 .332 

- - --- - - - - - - - -- - - - - - ... - ... - ... ... - ... 
494 625 686 660 762 1,)0) 1,)42 

- - - ~~~,_- --- ... - - - - - ... - - ... - - ... - - ... - - ... - ... - - ... ... -
Figures ln the parentheses ln~loate peroentege ot tbe total. 

Souroe: BKB Annual Heports. 

291 

- - - - -
1,021 

- -- - -1,)12 -- - - -
467 

-- ... - -
1,779 

...... ...... -

- - ... -
79-60 - - --

220 
(7.6)) 

97 
().45) -- - ... 
)17 

( 11. 2S) - - - -
1 742 
(61.97) - - --
2,059 
._ .. --

752 
(26.75} - - --2,611 

... ... - -

N -V\ 
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Table $.2: ~xptpeton ot BKB Branobea (1972-81) 

~ - - - - ~ - - - - ~ - - ~ - ~ - ~ - -- -
Teare 

-- - --
1971-72 

1972-7) 

1973-7,. 

1971t-7S 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

198Q-81 

Brenohee 
Number ~ tnoreeae 

over tbe 
prevtoue 
7ear 

77 

102 

1)6 

147 

152 

171 

197 

252 

412 

555 

-
)2.47 

)).)It 

8.09 

).40 

12. so 
1 s. 20 

27.92 

6).49 

34.71 

Regional 
Offloee (RO) 
Number 

7 

7 

8 

9 

10 

10 

12 

14 

14 

20 

- - - ~ -
Brenobee 
per R. o. 

11.00 

14.57 

17.00 

16.33 

15.20 

17.10 
16.42 

18.00 

29.43 

27.75 

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

Souroe: BKB Annual Report&. 
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-- ~ ~ ~ - ~ - - ~ - ~ - ~ -- - - - - - - - --- --~--.-Region a ~ ot •otal 122l-1f1t t2IQ:19!U Grolr\h 
population No. ot ot No. or ~ ot Ra\e 
( 1981 Braaohee the Bru- the (~) 
oenne) total obea total ------ ------- --- ~--- - -- - - ~ ~ - -- -

1. naco a 11. 54 12 8.82 51 9.19 20.67 

2. M711eDsingb 1).14 17 12.50 71 12.79 20.42 

). Cblttagoq 11. 5) 15 11.0) ~ 10.6) 19.57 

4. Sylhet 14.)9 16 11.76 82 14.77 2).)4 

5. KbulDt! 12.22 17 12.50 71 12.79 20.42 

6. Barlaaal 12.95 21 15.44 89 16.04 20.6) 

7. RaJahabl 9.98 16 11.76 47 8.47 15.)9 

a. Raauur 14.25 22 16.18 85 15.)2 19.)1 

------- -- - -- ~ - - - ~ - -- - ~ - -- - - -- - - -
Total 100.00 1)6 100.00 555 100.00 20,09 

- - - - ~ --- - - - -- ~ - - - - - -- - ~ - - - -- ~ - - -
som:oe: BIB ADDu!l Re~SES•· 
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(Tk 111 m1111oD} ...... - - ~ ~ ~ - ~ ~ ~ - - - - ~ - - - ~ ~ ~ ~ - - ~ ~ ~ ~ -- -
Year PlaggratMDt§ 

Amowat it 1aoreaae 
over pre­
vious J'ear 

-1971-72 

1972-73 

1973-74 

179.0 85.68 

135.7 (-) 24.19 

1974-75 176.) 

1975-76 185.1 

1976-77 388.4 

1977-78 55).0 

1978-79 746.6 

1979-80 1,414. 9 

198Q-81 2,097.4 

29.92 

4.99 

109.83 

42.38 

35.01 

89.51 

48.24 

Bepet1Jljri•• Per Bo- % oha-
Number urease rrower age 

OYer pre- loaa* over 

92,000 

1,75,000 

81,000 

66,000 

67,000 

2,26,000 

2,44,000 

2, ss,ooo 
3,88,000 

3,91,000 

vtoua year prevt-

-
90.22 

(-)53. 71 

(-)18. 52 

1. 52 

237.)1 

7.96 
5. 75 

50.)9 

0.77 

1.05 

cnaa 
7••r 

-
1. 02 (-) 2. 86 

1.68 64.71 

2. 67 58.93 

2.76 ).)7 

1 • 12 <- tn. 18 

2.27 )1.98 

2.89 27. )1 

).65 26.30 

5.36 46.85 

..... -- - ., - - ~ - ... - - - ..... -. - ..... - - - ._ - - - -- - - ..._ 

Total 5,972.8 

v Per borrower loan ln '000' Tk. 

Sourqe: ala Appuel Repor!•· 



Table S. 5' n1aburaemept bY Term ot MaturitY (1971-72 to 1980-81) 

(Amount ln million Take) 
~ - - - - - ~ ~ ~ - - - - - - ~ - ~ - - - - ~ ~ - -- - ~ ~ ~ - ~ - - - - - - - ~ - - - ~ ~ ~ 

Yeera ' Sbort-Ter~ ' Medlum-te~ ' Lor-Term 
' Amount % ot inoreaae• Amountot 1noreeae • Amount ot ~ 1 Doreaee 

the OYer pre- the over pre- tbe OYer pre-
to,al vtoua ;rear total vtoua year total Yloua ;reer 

- - - - - - - - .. - .... - -- - .. - - - - - - _.., ____ - - - - - - ~ - ~ ~ - - - -
1971-72 )) )4,02 - 61 62.89 - 3 ).09 -
1972-7) 56 )1.28 69.70 122 68.16 100.00 1 0,56 (-)66.67 

1973-74 67 49.26 19.64 68 so.oo (-)44.26 1 0.74 -
1974-75 94 5).41 40.)0 S1 46.02 19.12 1 0.57 -
1975-76 111 60.00 18.09 74 40.00 (-~ 8.64 0.2 Ins. (-)80.00 

1976-77 267 68.81 140. 54 119 )0.67 60.81 2 0.52 900.00 

1977-78 342 61.85 28.09 158 28.57 )2.17 53 9. 58 2,550.00 N -'liD 
1978-79 42) 56.6) 2).68 219 29.)2 )8.61 105 14.05 98.11 

1979-SO 925 65.37 118.68 )51 24.81 60.27 1)9 9.82 )2.)8 

198D-81 1, )19 62.90 42.59 574 27.)7 6). 5) 204 9.7) 46.76 

To tel ),6)7 60.1!9 - 1,827 )0. 59 - 509 e. 52 -
-- ------- .. -- ~ - - - -- - ~ ~ - - -- --- - - - -- - ~ - - - -- - -

Ina • Inslgn1f1oent. 

S5!yroe' BKB Anggal ReRQr~!· 



T6ble 5,6z Purposea/Aot1v1tz-wlao Loan nlebursementp 

(Taka ln million) 

Purpose/Aotivlty ' 1961-6~ • 
'Amount % of ' .Amount 

the 
total 

1~71-72 ' ot Change OYer ' 
the the previous 
total perlo~ (82) 

;i, 

198Q-~1 
Amount ~ or 

the 
total 

Ohenge over 
the previous 
period (g2) 

% - ~ ~ - - ~ ~ - - ~ - ~ - - ~ - ~ ---- - -- - ~ ---- - ~ --- ---- - -- - - - ~ -
A, Short-Term Loan 

1, Prot!uotl on ot 
oropa 
(other than tea)1),9J )6,)) 

2. Tea pro.,uotlon ),27 8.54 

). Marketing or 
proo ess1ng 
eot1v!_ty 1.65 4.30 

~. Other ).24 8.~5 

Sub-totsl {1-4) 22,09 57.62 

B, Mes'lum-Term Loan 

1, Lane! Develop­
ment eto, 

2. Jrrtsatlon 

0.92 2.40 

- -
), ~arm Implements 0,16 0,42 

4. ~eft Animals 1).02 )).96 

5. Poultry anc1 
natr.y eto. 0.20 0.52 

6. Ftaherlee - -

1. Treneport teo1-
llt1e:r tor 
merketlng 0.37 0.97 

a. Agro-basec! 
oottage ln~ustry - -

9. Others 0.4) 1.11 

1.70 1.76 (-) 26.)0 

27.25 28.27 26.50 

1. 72 1, 78 

2.00 2.07 

)2,67 )),89 

0.2) 0.24 (-) 17.)3 

-
1, 0) 1. 07 

55.55 57.63 

-
2.60 2.70 

- -
1, 77 

-
2),28 

18,14 

-
2~.)7 

-
Suh-totel (1-9) 15.10 39.)S 61,21 6).50 

17.25 

17.50 

C. Long-~erm Loan 

1. Irrige,tlcn 

2. Ferm meoh~nt­
eatlon 

). Agro-besed 
industry 

0.05 0.1) 

0.03 0.09 

4. reTelopment of 
tea gerc!en 0.68 2.30 

5. Others 0.19 0.50 

Sub-total (1-5) 1,15 3.00 

0.96 1.00 )6.94 

t. 07 1. 11 

0.0) 0.0) 

o. 27 o. 28 (-) 14. 77 

0,18 0.19 (-) 0.68 

2, 51 2. 61 9. 76 

)81.24 18,18 

55).67 26.40 

)17. 76 1 5. 1 5 

66,10 ).15 

1,)18.77 62.88 

22. 6) 1,06 

~). 70 1, 1) 

27.78 1,)2 

175.20 8.)5 

4.9.06 2.)4 

72.52 ).70 

44.06 2. ro 

7.61 0.)6 

146.65 6.99 

574.21 27.38 

154. 51 7. 37 

2.69 0.1) 

19.27 0.92 

25.91 1,24 

2. 04 o. 09 

204.42 9.74 

Grentt Total 
(A+B+O) • )8.)4 100.00 90.)9 100.00 11.52 2,097.40 100.00 

60,14 

)).46 

57.99 

)8.65 

lt1,10 

50.99 

-
)6,61 

12.76 

70.01 

49-47 

24.67 

10.24 

71.8) 

50.71 

26.97 

48. e8 

34.22 

~ - - - - ~ - -- - - - - - ~ - - -- - - - - ~ - ~ ~ - - - ~ - - ~ -- - - - - - - -
• Three perio~s ere not ee suoh oompareble, heno e reerrenge~. 

Souroe: BKB Annuel Repo~te. 



Teble 5,7& s tze-wiee Ayerage Anngal tiatr!button ot BIB Loan 

Size ot Loans 
(tn Talca) 

Upto Tk 1,000 

1,001 to 3,000 

),001 - 10,000 

1 o, 001 

Above 

'l'otal 

25,000 fi 

25,000 * 

19®5-66 to 
19 9-~0 + 

~ ot ~ot 
Loane es smount 

ot Loena 

65.98 

11, 5) 

1.94 

0.)6 

0,19 

41,1) 

17.48 

7,01 

).09 

)1. 29 

100.00 100,00 

1975-7 
~ ot lt ot 
Loenees emount 

ot Loans 

11.9a 

19.96 

1. 5) 

0.45 

o.cs 

)7,1) 

16.)4 

4.64 

3.98 

)7.91 

100.00 100.00 

(reroent&ge) 

1960=81 

%or ~ ot 
Loaneea emount 

)6.57 

42.00 

16.80 

2.67 

1.96 

100,00 

ot Loane 

5.45 

18.)7 

12.52 

5.74 

57.92 

100.00 

- ~ - - - - - - ~ - - - - - ~ - ~ ~ - - ~ ~ -
Sourae: BKB Apnuel Reports. 

+ Bangla~~Bh BenkJ ~ ~tufr og the worklns ot former A~BP ~ur1ng the 
5 yeara trom 19b5-6 to 19 9-70 (1972). 

* Inolu~es loans tor Tea, Cold Storase, Tobaooo 
marketing end prooesaing eot1Yit1es. 

~ BKB publ1oetton obnnge~ the size tntormetton from 1976-77. Bence, for 
this aizo ln 1980=81 tt ta from Take 10,000 to 20,000 lnatea~ ot 
Tk 25,000 end ror the laet alze lt is above Tk 20,000. 

N 
N -



Table '·'' i;~::ntof• or g:n:al Aver•:• Ni:b§r :r t9aneea agd -----~ __ Loen __ b_ ths1r H_ljt __ ~~~-

----- Boidtn; ;1;,----- ·:·~-of ;n;u;l-e;e;e;e-,-~-ot ;n;u;l-e;e;a;e--
, nuatuar ot loaneee ! uount ot loana - - - - -- - ~ ~ ~ - ~ -- -- ~ ~ ~ - ~ - - ~ -- - - ~ ~ - ~ ~ - ~ ~ A. lor th' perlo~ or 1Qo5-66 to 1969-70 

1. L1n1 .. leaa 2, 79 2, ~ 2 

2. Upto 3 aores 

). Ov•r ) aarea to 12t aorea 

4. OYer 12i aares to 50 aorea 

5. Over 50 aores 

B. F'or tbe perlof! 1970-71 - 1975-76 

1, Lan~leaa 

2. Upto 3 aorea 

). OYer ) aorea to 12A aorea 

4. over 12t aores to 50 eorea 

5. Over 50 aorea 

o. For the peri~ 1976-77 - 1£-80-8l ~ 

1. Lan~leaa and upto 2,50 aore• 

2. OYer 2.50 aorea to 7.50 eore• 

). OVer 7.50 eorea to t2.50 aorea 

4. over 12.50 aorea 

J),24 

50.09 

12,54 

1, 34 

0.92 

54.29 

39.51 

4.86 

0.42 

55. 51 

)4.14 

8.49 

1,86 

• J1gurea for tb@ 7~er 1979-80 ~re not tnoluded, 

n. ror the per1o~ 196S-66 to 198Q-81 (ezol. 1979-jO) 
' 

16,19 

41,1) 

16.77 

2). 49 

7.90 

29.9S 

22.54 

5.09 

)lt.42 

24.06 

20.17 

10,02 

~5.75 

1965-66 1970-71 197~-76 ' 1965-66 197Q-71 1975-76 
to to to ' to •o to 

1969-70 197~-75 198o-81 ' 1969-70 1974-75 19So-S1 
' ---, 

1 • Upto 12.50 aorea 
(lnolu~tna len4leaa) a6.12 94.)3 98.10 59.74 64.76 5).82 

2. O.er 12,50 eorea 1).88 s.67 1.90 40.26 )5.24 46.18 

-- .. ., .. ~ - ------- --- -- --- -- ... -- ---- - - .. - .. - - .... -
s 2yrga: BKB !J!ngsl R!m0£~8 



Table 5,9s Seour1tr-!f1ae n1str1butlon ot Loans {Exoludlne; Tee, OolA Storace 
and Tobsooo Loans) 

Nature of Seaur1t~ I or Borro••r• 
1977-7 1978-79 19So-s1 

(ln percentages) 

- - ~ ~ - - - ~ ~ . - ~ - - - - - ~ ~ - - - -- ~ - - ~ - - - ~ - -- --- - ~ ~ 

1, Reel li'Atete M·ort.gege 26, 13 

2. Pleage tor Stored 
Agrloultural Produota 0.58 

). Hypotheoetlon ot orope 70.09 

4. Aaelgnment ot Seourlty 
ot ~os1te 0,18 

5. Ple~ge or Gold 

6, Personal SuretJ/Bona 

1. Bank Guarantee 

8, Government Ouerantee -
1. 25 

40.92 

0.78 

56.27 

o.os 
Ine, 

0.92 

o. 01 

Ina. 

1.06 

40.14 

0.19 

-
0.14 

Ins. 

Ins. 

5).16 

0.26 

41.86 

1.15 

-
1,)) 

0.48 

0,)2 

1.46 

5).89 

).54 

)5.)4 

0.50 

0.01 

0.20 

2,82 

0.49 

). 21 

45.01 

1. 09 

0.01 

0.05 

0.58 

1.)5 9, Otbere 

Total 
- ~ - - - - - - - ~ - - ~ - -- --- - - - - ~ - ~ -- -
100,00 

Ins. • Instgntrio@nt. 

Source: BKB Annual Reports, 

100.00 100.00 100.00 100.00 100,00 



Teble S,1Q: Regional ntstr1but1on ot Loane 
(in peroentagea) 

.. - ........ - - - ~ - - ~ ~ ~ - - - - ~ ~ - - - - ~ --- - - - - -- - - - - - - ~ - - --
ntTielons :;, ot ' ij,Bg7iQ!!G£! ' ' Tt ~2ggt 2t L2sna 

GOA Betore1- 1976-77 Incteptlon ' Betore97~72 1976-77 Incteptlon 
11bera- to to to es (\ft ' llb~re- to 88 OD 
tlon 1975-76 19So-81 June 1981 t:lon lUDe 1981 
(R1noe (since 
inoep- 1noe~-
tlon tion 

- - - - - - - - .. - ~ -~---- .. -- .. -- -- - - -- ~ - - .. - ... -- - ~ - ~ - ---
Daooa 2~ 20.65 48.6S 28.79 29.48 24..04 54.20 .).),0) 34.66 

Ohittegonc 21!' 22.75 19.75 20,69 21,19 )).98 2).74 J '), 90 34.30 

Khulna 25?' 25.71 7.28 26,89 2).)) 20.76 S.9S 15.76 15.09 

Rajsbahl 3~ )0,69 24.)2 2.).43 25.90 21,22 16.11 1~.31 1S.9S -------- .. - - - - - ... - - - - ......... - - - .. - - - - - - - .. - - - - -Tot&l 100,00 100.00 100.00 100.00 100.00 100.00 100.00 100,00 100,00 
()1.95) ( 16. 26) (51. 79) ( 100. 00) (9.42) (11. 66) (78.92) ( 100. 00) 

- -- - - - ~ - - -- - - - -- - --- - ----- ---- - - - - ---- -· - - - - - - -
Flguros in the perentheee• 1ndioat~ pero6nta~ or the oumulet1Te total. 

GOA • Groea Oroppe~ Area, 

Souroe: BIB Appual Reports. 

N 
1\) .. 



Table S,t1: ReonvG~en~ ,Ovar~ue Positton of BKB 1261-62 to 1Y8D:$1 

Yeern Overdue at Loan tell 
the beginn- ~ue ~ur-
1ng ot the 1 ug tbe 
yesr ye~r 

Total A$ount over~ue 
amount reoov~re~ at the 
recover- auring en~ of 
eble the yeer the y&ar 

(Amount 1n Million Tekaj 

Perc en ... 
tese of 
reoo•ery 

( ~) 

Percentage 
or over<'uo 

(~) --- .. -------------- ... ------~ ------------~-,. ........ 
1961-62 

1962-6) 

196)-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

197o-71 

1971·72 .. 
1972-73 

1973-71. 

1974-75 

1975-76 

1976-77 

1977·78 

1979-80 

1960..81 

Total 

). 51 

10.7) 

21.98 

27.16 

46.89 

54.01 

69,11 

d4.)9 

99.46 

123. sa 
171. 2) 

226,2) 

256.)8 

)00,65 

329.00 

))4.40 

)17.74 

4)1kSO 

469.7) 

607,)0 

54.~0 

)).9) 

29.47 

4S.75 

41.78 

49.62 

53.61 

62,72 

76.24 

99.37 

84..16 

99.)9 

161,26 

228,)1 

280.19 

280.70 

495.82 

559.59 

5IJ.11 

44.66 

51.45 

75.91 

86,67 

10), 6) 

122.72 

14.7. 11 

175.70 

222.95 

255.)9 

325.62 

419.64 

526.96 

609.19 

615. 10 

81).56 

991.19 

SS4.S7 1,354,60 

~.357.61 1,964.91 

47.)9 

22,6a 

24.29 

29.02 

)4.66 

34.52 

)8.)) 

47.65 

52.12 

51.72 

29.16 

67.24 

118.99 

199.96 

274.79 

297.)6 

381,76 

521,66 

747.)0 

1 'J 10.79 

10.7) 

21.98 

27.16 

46.89 

54.01 

69.11 

S4.,J9 

99.46 

12). 58 

171.2) 

226, 2) 

256. )8 

300.65 

)29.00 

))4.40 

)17.74 

4.)1, 80 

469.7) 

607.30 

654.12 

81.55 

50.76 

47.21 

)8.23 

60.91 

J). )1 

)1,2) 

32.)9 

29.60 

2),19 

11.42 

20.65 

28,)6 

)7.80 

45.11 

48.34 

46.92 

52,62 

55.1'? 

66.71 

18.45 

49.22 

52.79 

61.77 

)9.09 

66,69 

68.77 

67.61 

?0.)4 

76.81 

88,5g 

79.)5 

71.64 

62.20 

r; 4. 89 

51.66 

53.08 

47.3S 

44.SJ 

)).29 

- ~ - ~ ~ ~ ~ - - - - - -- - - ~ - ~ - - - ~ ~ - - - - - ~ - - ~ -- - ~-
48.29 51.71 

- - - ~ ~ - - M ~ - - - ~ - ~ ~ - - - - ~ - - - - - - ~ - - ~ - - ~ - - - - - ~ - - -

s ource: 8a8 Reo~r~s. - ____. --



Table ,,12: 5 Yearly Reooverx Poaltton (Before end atter Ltberfttton) 

(Amount in mlllton Teka) 

'· 
2. 

). 

4. 

5. 

6, 

7. 

Particular• 

Ovf'rdue at the 
beginning ot 
the 7eAr 

Loan tell due 

Betore ~beretto~ 
1961:62 19 -67 1~1-62 

to to to 
1965-66 1970-71 197Q-71 

110.2./ 4)0.5' 540.82 

during the 7ear 208.5) )41.56 550.09 

total amount 
reooverAble )18,80 772.11 1090.91 

Amount 
reo overed 1·56. 04 224.)1. )82. Jf! 

overc1ue at the 
an4 ot the Jeer 160.76 547.77 ?08.53 

~ ot reooveey 49. 'J7 29.06 35.05 

~ ot OYer~ue 50.4) 70.94. 64.95 

At\er Ltberatton 
1971-72 1976-77 1971-72 

to to to 
1975-76 1980-81 198Q-81 

1285.49 2160.97 )446.46 

85),)1 3578.59 44)1. 90 

21)8.60 5739.56 7878.)6 

G90.14 3258.87 3949.01 

1448.66 2480.69 3929.)5 

)2. 27 56.80 50.12 

67.73 ~).20 49.88 

~-----._, ...... - ~ ~ ~ - ~ - - - ~ - - ~ - - ~ - -- .. - _. - --.. .. 

Source: Table '·''· 

)987.28 

4961.99 

6969.27 

1.))1 • .)8 

4637.89 

48.29 

51.71 

.. ~----



Table 5.13: ptvtston-wise RepoY!Ff Po!1t1on 

(Amount in m1111on Taka) 

Pert1oulars neooe Qb1 ttaso~ IQuJlne ReJthlhl 
1972-73 1978-79 1972-73 1971-79 1972-7) 1978-79 1972-7)978-79 

1, Overt!ue at the 
beg1nn1ns or the 
1ear ~).S~ 1)).97 

2, Loan tell ~ue 
aurlna the roar 40,29 154,06 

), Total a110ut 
reooverable 8~.13 288,0) 

~. Amount reooverea 33.79 1)8.61 

5. Over~e et the 
enc1 of the ,.aar 

6. ~ ot reoo•er.r 

7. ~ of oYeraue 

50.)4 

40.16 

59.8~ 

149.22 

48.19 

51.81 

66.4) 67.61 

16.0) 292.20 

62. 46 ) !79. 81 

14. 76 25~. 01 

67.70 

17.90 

82.10 

105.80 

70.60 

29.40 

59.20 59.26 

22.79 4S.06 

81,99 107. )2 

11.17 52.34 

70.82 

1),62 

86.)8 

54.98 

48.77 

51. 2) 

56.74 1)8.04 

77.02 20).)0 

7. 52 ?6. 51 

126.79 

)7,6) 

62.)7 

- ~ - ~ - - ~ ~ ~ - - ~ ~ - ~ - - - - - - - ~ - - ~ - ~ - - --- - - - - ~ - ~ - -- - --
Souroe: Bt{:B Anguf'l nrports. 



228 

(ID peroentage8) 

Aa on 1973-74 1974-75 1975-76 1976-77 
June 
1972 

1. upto 1 year 28.00 19.00 

2. 1-2 788r8 15.00 16.56 

3. 2-3 Jeera 11.00 12.19 

4. 3-4 788r8 46. 00* 12. 57 

5. 4-S ,eer• 9.71 

6. AboYe S year• - 29.97 

!otu 100.00 100.00 

12.9) 

14.22 

1).98 

16.65 

12.14 

)0.08 

100.00 

17.48 

15.62 

11.94 

10.46 

9.15 

3'>.)5 

100.00 

14.53 

13.28 

12.37 

1).43 

10.82 

)5.57 

100.00 

- .. ~ ... - ... - ... - ~-- .. -- ~-- ... - ........ --- .... ._--
• Inoludea more tho 3 'J8&ra. 

scmroe: Int01"118t1on relet1ag to 1972 talcea troll 
worla Beak stu«J 1974, op.olt., (App. P-12) 
and othera fro• B~eteab Bank credit 
stu47 ProJeot 1977~· bp.ott. (P. 26). 



Table 'i,15: ?rotJ.t Performenoe ot 8K.8 1971-72 to 1980-81 

(Amount 1n million Take) 

1971-72 1972•73 1973·7~ 1974·75 1975·76 1976-77 1977-76 1976-79 1979-gO 198Q­
S1 

~ - ~ -- ~ - - ~ - - - - - ~ - - - - - - - ~ - ~ - - - ---- - ~ ~ - - - - - - - .. - -- - -
1. Total oep1 tal 

nployec! 

2. Total owned 
tun~• 

3. Prot1 t before 
Taz 

4. RO'l'O~ (") 

5. ROTEO (~) 

425 

100 

4.2 

0.99 

4.2 

552 

100 

7.) 
1,)2 

7.3 

610 

102 

2. 5 

0.41 

2.1.5 

726 

110 

11.7 

'· 61 
10.64 

60) 

197 

1045 

278 

S.2 

0.78 

2.95 

1010 1)12 2059 2876 

281 291 317 )66 

17.) )1.6 77.6 

1.)2 1.53 2.70 

5.9S 9.97 21.20 

~ - - ~ - - - - - ~ -- .. - - - - --- - - - -- - --- - --- ---~ -- .. - --- N 
~ 

ROTOE • Return on total oepitel employed. 

• Share oapital + retained earn1nga + borrowtnga. 

ROTEC • Return on total eQuity oepitel. 

• Pal~ up ebare oapltal + retained earnings. 

Soul"oe: .BKB Annual Repqrta. 



Table 5.16: §o1goea ot tunds ot ABra {196a-69 to 1978-79) 

(Rs. tn million) 
~ - ~ - ~ ~ ~ ~ - - - ~ ~ ~ - - ~ ~ - - ~ ~ ~ - ~ ~ - ~ ~ - - - - - ~ - - ~ - - ~ - - -
- -- -------
1. Paid up abere 

oapltal aD~ 
reaenes 

2. Speo1el ~epoaita 

). Borrowings tro~ 

e) Goverrunent 

b) RBI 

4. Opea market 
(Bon~ issues) 

5. Others 

Total 

68-69 69-70 70-71 71-72 72-73 73-74 74-75 75-76 76-77 77-78 ?d-79 
- - - - - - - ~ - - - - ~ -- - - -- - - ~ -- - - - - - -- - - - - -

50 

6 

258 

-
-

1 

315 

51 

7 

448 

-
109 

1 

616 

52 104 108 165 227 294 421 589 850 

39 50 9 10 12 14 18 2) 29 

668 771 1,21.9 1,6)5 1,966 2,501 ),400 4,276 5,020 

75 84 382 656 927 1,401 1,726 2,168 2,640 

195 277 )87 662 992 1,377 1,817 2,02) 2,460 

1 1 1 - - - - 46 70 

1,000 1,247 2,139 ),1)2 4,1)0 5,596 7,)9) 9. 141 11, 090 

- -- - ~ - - - - - -- - - -- - - - - - - -- - - - - - - ----- - -- ~ - -- --- -
Sourqe~ AR~o. Agngal Reports. 

N 

"" 0 



Teble 5.17: Qhenge in tbe relet1va Pos1tlon or tbe Souroes of Fun4 

(8.1, tn million) - ., ...... - ~ -- ~ -- - - - - - -- - - - - - - ~ - ~ - - - - - - ~ ~ - -- - - .. - ~ -
1968- 1969- 197o- 1971- 1972- 1973- 1974- 1975- 1976- 1977- 1978-

69 70 71 72 73 74 75 76 77 76 79 
~ - -- - - ~ ~ - ~ -- ~ - ~ - - - ~ ---- ~ --- - -- - ~ - - - ---- - - - - - - ~ -
1, Petc'J up share 

oapl,al and 
15,87 6,28 8.)4 5. 05 resouroe 5.20 5.27 5. 50 5.25 5. 70 6.44 7.66 

2, Speoial depoalt 1,90 1, 14 0.90 0,80 o.s6 0.45 
. 

0.44 0.41 0.)9 0.43 0.45 

). (a) Borrowings 
66.60 47.60 44.69 from oar 81.90 72.73 61,8) 58.)9 52.20 45.99 46.78 4t;.27 

(b) Borrowings 
tzoom RBI 7. 50 6.74 17.86 20.94 22.44 25. 04 23.)4 23.72 23.81 

4. Open me rket- - 17.69 19.50 22.21 18.09 21,14 24.02 24.61 24,58 22.1) 22,18 

s. Others 0,)3 0,16 0,10 o.oa o.os - 0.50 0,6) N - - \,.) 

~-~ ~ .. ~ - - - - - - -------- - - - ~ -- - - - - - - - - - - -- - - - -Totsl 100,00 100.00 100.00 100.00 100.00 100,00 100,00 100, 00 100.00 100.00 100.00 

Souroe: AR~O Annu&l Repo£t@. 



Table ~.18: overall Position ot ARr.c ssnot1ona 
(~. in millton) 

- - - - - - - - - - ~ -- ~ - ~ - - - ~ - - ~ -- - - .. ... - - -- ~ - - - -- - - ~ - ~ ~ -
Years 

No,ot Pinano1al ARr.O Commit- No. ot l1Dftllo1el AR'DO Commit-
Sohe11ea Aaa1atanoe Oomm1 t- ment ot Sohemea Aaaiatanoe Commit- ment or 

ment GoYt/Bank menta OOYt/ Btullc _ .. _____ - ~ -- - - ~ ---- - -- - - - - - - - --- - ~ - - - - -- . - -- - -
1968-69 108 792 694 98 1 2,40 2,00 o.io 

(87.63) ( 12, 37) (8). 34) (16, 7) 

1969-70 142 928 709 219 2 o.so 0.40 0.10 

197Q-71 100 622 539 83 1 1,80 1,80 -
1971-72 269 1542 1 )51 191 It ),30 j,OO 0.30 

1972-73 2)0 1966 172) 243 4 2,10 2,10 -
197)-74 5~0 2S1J 220~ )OS 12 27.00 24.70 2,)0 

1974-75 62) 2)59 2044 )15 9 14.20 12,70 1.50 N 

""" N 

1975-76 909 )564 2969 505 )1 110.40 99.70 10.70 

1976-77 165) )679 )072 607 52 1 S4.60 1)8.90 1 'j, 70 

1977-78 18)6 )927 3)01 626 89 162.)0 144.60 17.70 

1978-79 2S05 6948 5727 1221 97 265.40 2)8,20 27.20 

1979-80 )657 9182 7569 161) 109 1)7.80 12).50 14,)0 
(82.4)) ( 17. 57) (89.62) ( 1 o. )S) 

As on 
79-80 (ou-
mulative) 1222 S )6564 )0766 5798 402 874.)0 780.40 93.90 

(84. 14) (15.86) (89.26) (10,74.) - - -- - ~ -- - - - - - - -- - ----- - - - - - --- - - - ~ - - - ---- - - --* Minor ~itterenoe beoeuae ot roun~tng to million rupee•. 
** Figures in the parentheses lD~ioate peroentage ot the total, 

Souroes hftr o Annuel Re~orta. 



2)) 

Table 5.19: Overall Postttcn of AR~C ~\sburs@ments 

(Js, 1n mtllton} 
~ ~ ~ ~ ~ - - ~ - ~ - ~ - ~ ~ ~ - -~ - ~ -- --- - - - - - ~ 

Yeer All l!UU-11 West Bengel 
.ARr.c Govt/Bank To tel AR,.,C Gcwt/Bank Total -------- - - - - - - -- ~ - ~ - ~ - ~ -- - ~ ~ - ~ ~ - - - -

1968-69 178 24 202 0.15 0.05 0.20 
(25.69) (24. 49) (25.51) ( 7. 50) ( 12. 50) (8.))) 

1969-70 286 37 )2) 0.10 0.0) 0.1) 
(40.)4} (1 6.89) ()4. 81) ( 25. 00) ()0.00) (26.00) 

1970-71 )06 )9 345 1.00 0.10 1.10 
(56.77) (46.99) (55.47) (S5.56) ( 100. 00) ( 61 • 11 ) 

1971-72 )50 )8 )88 0.50 o. 50 
(25. 91) ( 19. 90) (25.16 ) ( 16.67) (15.15) 

1972-7) 941 74 1015 O.ltO 0.40 
(54.61) ()0.45) (51.6)) ( 19.05 j ( 19.05} 

1973-74 978 121 1099 2.20 0.10 2.)0 
(44.)5) ()9. 29) (4).7)) (8.91) (4. 35) (8.52) 

1974-75 1064 159 122) 6.90 0.)0 7.20 
( 52.05) (50.48) (51. 84) (54.)3) (20.00) (50. 70} 

1975-76 1712 )12 2024 15.90 1.70 17.60 
(57.66) (61.76) (56.79) ( 15. 95) (15.89) (15.94) 

1976-77 2208 408 2616 59.00 6.40 65.40 
(71.87 ) (67.22 } (71.11) (42. 48) (40.76) (42. )0) 

1977-78 2)4) 4)2 2775 99.60 12.90 11 2. 50 
(70.98) (69. 01) (70.66) (68.88) (72.88) (69. )2) 

1978-79 2849 557 3406 104.50 11.80 116. )0 
(49. 75) (45.62) (49.02) (4). 87) (4).)8) (4).82) 

1979-80 4122 928 5050 98.10 12.20 110,)0 
(54.46) (57.53} (55.00) (79.4)) (85. )0) (80. 04) 

As on June 
SO (o\llllU-

)129 20466 )88.)5 45.58 4)).9) lative) 17l)7 
(5 .55) ( 5). 97) (55.97) (49.76) (48.54) (49.6)) - - -- ~ - ~ ~ -- - -- - - - ~ - - ~ - ~ ~ ~ - ~ - ~ -- -

• Figures in the breoket 1nd1oate percentage or the 
s~ottone~ amount. 

§gyJ:ge: AR'rC Annyf!l R~JU~Il=!· 



2)~ 

Table 5.20: Ageno7!1ee Se00 t1one apG pieburaemepta 

(Amount in million as. ) 

Year• ' Senott ont 1 l?laburaefents 
Aa on June ' CL~Ba Sobetuled Co-opera-•CLDBs Sohedu ed Co-ope-
(oumuletive)1 Oommeroial tive • Oommer- rettve 

' Benke Banke ' oial Banke Benka 
~ - ~ ~ - ~ £ ~ - - ~ ~ - ~ ~ ~ - ~ ~ ~ _,_ - ~ - ~ ~ - - ~ ~ - ~ -

1968-69 

1969-70 

197D-71 

1971-72 

1972-73 

1973-74 

197~-75 

1975-76 

1976-77 

1977-78 

197S-79 

1979-80 

- --

1472 

19)6 

2224 

)0A.1 

4.28~ 

5)69 

6284 

770S 

9352 

1054.0 

12842 

160)5 

37 

120 

149 

2)7 

479 

1410 

22)2 

)500 

5001 

6779 

97~2 

14169 

-----~---~-

56 

9) 

114 

2)0 

251 

262 

268 

264. 

297 

)85 

442 

S62 

279 11 16 
(18.95) (29.73) (28.57) 

547 

814 

1098 

1959 

27)7 

)507 

4497 
5767 

6887 

17 

45 

78 
12) 

2fT/ 

577 

1287 

2217 

3417 

29 

41 

74 

109 

1)6 

146 

156 

166 

186 

8197 4917 226 

9830 7290 260 
(61.)0) (51.45 ) (46.26) 

• Ftgqrea in the braoket tn~iaate ~ ot aenottona. 

Souroe: A@nQ APnu'l Report!. 



Teble 5,21: Relative fbiE! ot ARDQ ltBQt1opt agO 
Giatpreeaeata - agenqYJi•• 

Year a 
As on June OLDBa Sobec!uled Co-opera-
(oumulatl ve) aoaeroial t1Ye Baake 

Bank• - ~ ~ -- ~ ~ -- ~ -- .. - .. ---- - - - --
1968-69 94.06 2.)6 ).58 

1979-SO 52.12 46.05 1,9) 

--- - --- - .. -- .. .... ----- --- --
Sogrpe& ARDO • ~eble 5.20, 

(in peroentegea) 

aLJ>Ba Sohedulect Oo•Oferet1Ye 
CoiiUilerolal Be Ilk• 
Bank a -- --- -.. -.. -- -- - ---

91.18 ).59 5. 23 

S6.56 41.94 1.50 

--- - --- --...... -- -- - N w 

"' 



Teble 'l , 22: flRT'Q SenGti ons by purpoaes (126a-69 t o 1979-80} 

(Oumulettve} (.A:uonnt in million ~.) ........ - - --- .. - ~ - - - - .... ~ - - - ....... - .. - ., - .. - - - -- - .. - - ... - - - ,. - .. - - - - --
Purposes 1968-69 69-70 70-71 71-72 72-73 73-74 74-75 75-76 76-77 77-?S 78-79 1979-80 - - - ~ - - - - - - - - ~ - .. - - - ~ - ~ - - - - - - - ~ - - - - - ~ - - - - - - - - - ~ - --- --

1, Minor 1rr1ge­
tton 10S1 1406 1695 2498 3674 ~402 6666 $184 1001C 11794 15006 19079 

(125} (186) (2.37~ \434) (55.3) (g6o) (11J9J ' 1637) (217S ) (2680) <3713) (5059) 

2, Len~ ~evelopment 
en~ soil )27 445 454 497 671 684 641 792 127S 11 82 1435 1700 
Gonservn t 1on (J2j (41) (45J (56) (78) (89) (91) (106 } (309) (395) (499) (61)) 

3, Ferm meobentse­
tt.on 

4, Plantation end 
hortioul~ ture 

5. Poultry en~ sheep 
breetting 

6, F'1sber1Els 

7. Dairy ~evel opment 

8. Storage t~o111-
ttes and mRrket 
yerd 

9. Agrloul tural 
aviation 

10. Others 

Total 

5 
(2) 

138 
(62} 

4. 
(5} 

18 
l5 I 

3 
( 1 j 

19 
( 1 ) 

-

41 
(9) 

176 
(115 J 

4 
(6) 

35 
(8 ) 

j 
(2) 

38 
(4) 

47 
( 10) 

190 
( 1 )8) 

5 
(7) 

)8 
( 10} 

14 
( 5} 

45 
(6) 

46 
(5) 

253 
( 176} 

9 
(9} 

45 
( 1)) 

19 
(7 ) 

136 
( 11 } 

- ~ - - - ~ - ~ - -

7.3 
(15} 

32S 
(205) 

12 
( 16) 

53 
( 19) 

40 
( 2)) 

163 
( 14) 

-

176 
( 107) 

387 
(2))J 

18 
()2) 

57 
( 22) 

108 
{82} 

207 
{ 31) 

1 
{1) 

~22 
(244) 

414 
(262) 

27 
(56) 

109 
(97) 

181 
( 119) 

213 
(44} 

1 
( 1 ) 

1287 
(4B9) 

478 
(296} 

35 
{74} 

158 
( 121) 

246 
( 195) 

287 
(85} 

1 
t2 ; 

1658 
( 711 ) 

577 
()85) 

67 
( 124} 

184 
( 168 } 

JOO 
(325) 

537 
(272) 

4 
()) 

1973 2476 
( 954) ( 1284) 

818 1490 
(491) (798 ) 

109 190 
(199) (34J) 

)OJ 448 
'29i} ')86) 

51(.1 695 
(494 ) (704) 

)699 
( 1 80)) 

2176 
( 1161 ) 

358 
(642) 

578 ~ 
( 575) ~ 

g55 
( 1 035 ) 

866 
(66) ; 

1140 1421 
(84)) (1052} 

4 
(3, 

4 4 
{3 ) (3) 

37 115 144 149 
P5) (51) (B2 l (282 ) 

- ~ - - .. - - - - ~ .. .. - -- ... ... ... - - .. ... .... 
1565 2149 2487 )508 5014 7041 4774 11472 14650 17701 2)026 )0766 
(233) (J71) (45ll) (711) (92)) (1457 ) (2053 } (2905) (4447) (6221) (8655)(12225 ) 

--------------------- .. ----------------~------------~-----

* Figures i n the breok~ts 1n~1cate numb er or soh emea. 

Soyroe: ARUC Annuel Reports. 



Teble 5.23: Anpo disbursements- bx purpo~• 

(Ouaulatlvc) (Amount ln million~.) 

- - - - - ~ ~ ~ ~ - -- ~ - ~ - - - - ~ ~ - - - - - - - -- ~ ~ - - - ~ ~ - -- - - - - - ~ - ~ - --- ~~ 
Purpose a 1968-69 69-70 70-71 71-72 72-73 73-74 74-75 75-76 76-77 77-78 78-79 1979-80 

1, Minor irriga- 128 )51 
tion (12.18) 

2. Lan~ ~evelop­
ment en~ aoil 
oonaervetlon 

). Fo~ meobea1-
sat1on 

4. Plentet1on ~no 
horticulture 

139 172 
(42. 51 ) 

- 6 (80.00) 

21 36 
( 15. 22) 

5. Poultry an~ 0.1 0.7 
abeep bree~1ng {2.50) 

6. P1sber1ea 6 10 
(33.3)) 

1. Dairy develop- -
aent 

B. Storage taolll-
tlea and 10 19 
market yerc1 (52. 6)) 

9. Agrloultural 
avtetton 

10. Othora -

582 849 1691 2544 3384 4469 se~4 7314 9024 11300 
(59. 23) 

216 2)9 262 

7 11 33 

56 77 92 

0.7 0.7 2.2 

14 20 21 

4 7 
( o. )2} 

51 86 

- - -
-

280 )00 )50 

71 191 6S1 

114 1)4 164 

4.10 450 

1171 1451 

214 294 

~60 660 
()8.82) 

1S61 2790 
(75.43) 

414 6JO 
(28.9S) 

),1 1),1 2),1 )).1 53.1 93.1 190.0 
(53. 07) 

)0 50 70 90 140 220 )20 
( 55,)6) N 

\II 

15 25 55 85 125 195 )00 -a 

11 s 1)5 165 

1.2 1. 2 

- -

645 

'· 2 

20 

()5. 09) 

915 1060 
(74. 60) 

1,2 1.2 
()0.00) 

40 1)0 
(87. 25) 

.. .. - ._ -- - - - - - ... - - - - - ~ .. .. - -... - - ~ - ... .. - .. - - - - ... ~ - - - - --
To tel 305 591 

(19.49) 

- - - - - - - -- - -- - - - - - - - - - - - - -- - -- --- - - - --- -- - - - -- - - - - - - - -
• Figures in the breokets 1n~loate diabursementa ae % ot eenotlone/oomm1tmenta. 

Souroez ARne Annual Reporta. 



Table ,,24: Slze.tae Claaeittoatton ot Boheme• Sapottoned §ur1ns 1979-SO. 

(Rs. 1n 111111on) 

--~---~-- --- ~-------- ~- -~ ---- ~--- ~--- ~ ~ - -- - -- - - - -Purpose a tJD~2 f!l. g. 5 !I• Ria g. 5l-2. 5 ••. Ill. a. 5!-~.g a. AbpYe as. 101 o !f· :total 
flo.ot Amount Ho,ot Amount No.ot OUDt No,ot Amount Ho.of Amount 
SO he- So be- Sohe- Sohe- So be-... ••• 111!8 lUI ... ,_, ___________ -- .. - - - - - ~ ~ - - ~ -- - - - - .. - ~ - - ~ - ~ ~ - ~ - -- - - - ~ - -

1. Minor lrr1sa-
tton 259 11.1 S40 1124.1 20) 905.9 57 1701.7 1359 3809.4 

2, Lant1 tleYelop-
ment eto. 80 17.9 41 41,6 17 91.1 5 14).9 143 294.5 

3. Farm meoban1ea-
tlon 85 25.5 )12 )69.4 111 45). 5 12 ))9.8 520 1 Ht8, 2 

4. Plantation/ 
6o.o hortloulture 83 19.4 217 )00.4 75 275.) 1 .376 655.1 

s. Poultry eto, 2)5 42.5 115 115.2 5 15.2 - 355 172.9 ,., 
"' 6. Ftabertea 76 15.8 50 5),1 12 46.3 1 11,0 1)9 126.2 C» 

?. nalJ:7 ~eYelop-
ment 196 S6,S 172 157. s 4 12.? 1 11.2 373 2)8.2 

8. Storace eto. S4 )4.4 107 12).7 21 78.4 3 S2.6 215 2S9.1 

9. Others 84 22.4 74 84.4 17 56.6 2 2).6 177 1S7.0 

- -- - - ~ ~ --- --- ~ - -------- .. ·------ -------Total 1182 )12,4 192S 2)69.4 465 193S. o S2 2)4).6 )6S7 6960.6 
()2.)2) (4.49)(52.?2)(34.04) (12.72) (2?.SO) (2.24) (3).67)(100.00)(100.00) 

1978-79 ()2,61) ().73)(47.58)(26.79) (17.01) ()4. 89) (2.79) () 4. 58 ) ( 1 00. 00) ( 1 00. 00) 

- - - .. - - .. - - - - - - - ~ - - - - --- - - - - - - - - - -- - - - ~ - ~ ~ ~ -- ~ ~ --
ltgurea ln the braoketa ln~loete peroentes• ot the total, 

$ Exolu4ee IRDP Sohemea. 

Sgg£ges ARnQ jgnyal Re~2£~!· 



Table 5. 25s s tate-wise Post tlon ot Ssnot1on and D1abursemente { 196l-61t to 1979-80) 

(Rs, 1n million) - ~ ~ - ~ ~ ~ ~ ~ - ~ - ~ - - - - - - - - - - - ~ - ~ ~ - ~ - - ~ -- - - - - --- - - - - - - - ~ -
States ' % ot ' 1963-1969 ' !969-1975 ' 1~75-198Q 'AI og 1980(Cumulat1ve) 

' popu- 'No.ot Sano- D1abu-'No,ot Sano- ntsbu-'No,otano- ntsbuL ~o.ot Seno- n.labu­
lat1on Sohe- tloned rae- Sohe- tloned rse- Sohe- tloned rae- Soba- ttoned rae­
with mea Amount mente mea Amount menta mea Amount menta mea AmoUDt menta 
rank (ketln- (Refin- ( HetiD- (Ret1n-
1n the 7 enoes) enoea) enoea) anoea) 
paren-
theaea 
( 191H) 

~ - - - - - - - - - - - - - -- - - - ~ ~ - - - - - - - - -- -- - - ---- - - - ~ - ~ - -
1. Beryana 

2. Htmaohal 
Prec!eab 

3. Jammu and 
.Kashmir 

4. Pun3ab 

5. Rajasthan 

6, Assam 

7. Mantpur 

8. Trlpure 

9, Biber 

10. Orissa 

11, West 
Bengal 

12, Madhya 
Pradesh 

13, Uttar 
Prat!eab 

14, Oujarat 

15, Mahs­
r e•htre 

16. Anc'hra 
Pre~eab 

17. Karnataka 

1, 88 7 118 )0 
( 1 5) (3.00) (6.48)(9.84) 

89 
(4.89) 

763 )85 387 1947 986 48) 2828 1401 

0.62 
( 18) - -

( 9. 25 H 9. 81 > 

3 ( o. 16) 
5 1 

(0.06} (0.0)) 

( 3. 80) ( 7. 3 5 )( 7. 50) (). 9 5 J ( 9. 73 )( 8. 06 ) 

)6 
(0, 53) 

103 28 
(0.39) (0. 21) 

39 
(0.)2j 

108 29 
(0.)0) (0.17) 

o,g7 2 11 3 
(17) (O,S6 } (0,60)(0.98) 

6 
(0,)3) 

8 4 11 15 7 
( o. 06) ( o. 05) 

19 
(0. 16) 

34 14 

2.44 
( 14) 

4.99 
(9) 

2.91 
(13) 

o. 21 
(20) 

0.30 
( 19) 

10,21 
(2) 

.),84 
( 11 ) 

7.97 
(4) 

(0,10) (0. 10) (0.11 j (0, 09 )(0.08 ) 

69 377 )10 51) 2236 1069 603 
(3.79) (4.57)(7.90) (5.04) (8.44)(8,13) (4.93) 

21 265 65 
(9.01)(14.56)(21,)1) 

2876 1444 
( 7. 87 ) ( 8 • 3 1 ) 

6) 346 100 474 1535 606 542 
().46J (4.19)(2, 55) (4.66) (5.79)(4.62) (4.43) 

5 39 1 
(2,15) (2,14)(0,)3) 

1920 709 
( 5. 25) ( 4. 08) 

10 25 6 177 234 87 192 
(0.55) (0.30)(0,15) (1,74) (0.88)(0.66) (1.57) 

s 9 7 
(2,15) (0.49)(2.30) 

575 100 
( 1. 57) 'o. 58 ) 

- - - - 82 30 9 82 
( o. 81 ) ( o. 11 )( o. 07) ( o. 67) 

30 9 
( 0. OS) ( 0. 05) 

- - - - - 12 12 2 12 12 2 
( o. 12) \ o. OS H o. 02) (0.10) (0.03 )(0.01) 

1602 959 
(6,05)(7.29) 

4 
( 1, 72) 

707 2245 1152 
(5.78) (6.14)(6,63j 

136 2 53 507 191 650 
(7.47)(0.66) (2.91) (6,14)(4.87) (6,)9) 

3 7 1 ss 318 1) 386 764 390 
( 2. 96) ( 2. 97 ) 

444 1109 404 
(3.6)) (.3.0))(2,)2) ( 1, 29) 

4 
(1.72) 

(0.38}(0.33) (3,02) (3,S5)(0.33) (3.79) 

21 1 30 ) 1 1 0 368 
t1.15Jt0.33} (1,65) (o.3a)(o.25 ) (3.62) 

822 377 
(3. 10) (2. 87) 

402 874 388 
(3. 291 (2.)9)(2, 23) 

7.62 11 122 3 186 871 253 12)3 2476 1153 14)0 3469 1409 
( 6) ( 4. 72) (6. 70) ( o. 98) ( 1 o. 22)( 1 o. 56)( 6. 44 )( 12, 12) ( 9. 35 )(S. 77)( 11. 70) ( 9. 49 )(8. 11 ) 

16.21 16 159 12 24) 1453 565 14)0 4079 2117 1689 5691 2694 
( 1 ) ( 6. 87) (8. 71t) ( 3. 93) ( 1 ). 35) ( 17.61 )(14. 39} ( 14.06) ( 1 5. 40 )( 16. 10) ( 13.82 ) ( 1 5. 56 }t1S. 50 J 

4.97 16 97 21 75 649 459 36~ 919 607 455 1665 1087 
(10) (6.84) (5.3))(6,89) (4.12) (7.86)(11,69) ().58) {3.47)(4,62) (3.72) (4.55)(6,25) 

9.17 10 94 19 .351 870 440 1206 2158 1226 1567 3122 1685 
{) ) (4. 29) (5.16) (6.23)(19. 28)(10.54)(11. 21) (11.86) (8.15J (9.32)(12,82) (8, 54)(9. 69 ) 

7.81 60 328 81 150 519 340 1068 3733 1841 1278 4580 2262 
( 5) ( 2 5. 75) ( 18. 02 )(26. 56) ( s. 21t ) { 6. 29) (g. 66 )( 1 o. 50)( 14. 09 )(1), 99 )( 1 o. 45 )( 1 2. 53 )(13. 01 ) 

5.42 32 227 26 188 735 328 791 1602 827 1011 2564 11 81 
(8 ) (13.73)(12.47)( 6.52)(10.)3 ) (8.91)(8.)5) (7.78) (6.05)(6,29) (8,27) (7.01)(6.79) 

18 . Ker al a ).71 14 53 2 
( 6. 01 ) ( 2. 91 ) ( o. 66) 

85 124 44 
(4.67) (1.50)(1.12) 

41S 967 279 
(4.08) ().65 ) (2.1 2 ) 

su. 1144 .32S 
( 12) 

19. Tem11 Ne4u 7.06 
(7) 

20. Others 1,79 
( 16) 

21 135 33 
(9.01) (7.41 )(10. 82) 

2 2 
(0. 66 ) ( o. 11 ) 

( 4. 20) ( 3. 1 3 ) ( 1 • 87 ) 

1)5 61 8 469 
(7.42) (7.49 )(11.95) 

497 8 54 537 
(4.89) (),22 ) (4.08) 

65) 1607 1039 
( 5. 34) (4. 40) ( 5. 98 ) 

29 33 8 72 74 40 
(1.59) (0.40)(0.20) (0.71 ) (0.28)(0 .30) 

10) 109 48 
( o. 84) ( o. 30 )( o. 28) 

Total 1oo.o-- 2)3- -1 s2o - )o5- 1a2o- -e2s2 - 3926 -1o1?2- 26492 1)1s1 -1 2 225- )656; 17)a2 -
( 1, 91 ) (4. 96) ( 1. 75 ) ( 14, 89 ) ( ~2. 57 X~ 59) ( 8.3. 20) ( 7 2. 45 )(75 . 6G )(100..00)(100.00)(1 00. oo) 

( 100. 00) (100. 00)(100.00)(100.00)( 1 OO.OOH100.00) ( 1 00.00)( 1 00.00)(100.00)(100, 00)(100.00) (100. 00) 

- - - -- - - - - ~ - ~ - - - - - - - - ~ - - ~ - - - - - - - ~ - - - - - - - - - -
Figures 1n the breoket ere ~ ot the total . 

s ouroe: ARrc Agnyel ~eporte. 

... - - - .... --
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Table 5.26: Aa~~ristqjaemept tor smell Fermera 
- (1978-_ 

Cetego17 ot 
Schemes 

' :fnor I£r1get1oa ' 
' Tot Diabur- ~ or• 

ntsbur- aementa J to 
ae .. nta to small 2 

termer• 

(1s. in m.1111on) 

ptyeraitle~ (e%qlud1ns 
tlrm •!ohan1set1on,atorege 
apt market 1ar~a 
Total rtabur- ~ ot 
Diabur- aementa 6 to 5 
aementa to small 

termer a 
-- - --- - .. -- - - -

I~A ProJeots )299 1 1 1 1 34 1)1 53 40 

ARr.C I 1125 62~ 55 105 40 )8 

AR'r'C n 1 541 a2s 54 296 100 34 

SF~A/MFAL 359 )59 1vo 54 54 100 

Other Sohemea 2014 1119 ;6 745 442 59 _____ ... __ - - ~ ... ~ - ... - - - - ~ - ~ -
Totel 8))8 40~1 48 1))1 639 ~2 

~ourqe: Quoted in QRAi'ICARD Report, 1981, p. 22'/. 
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Teble 5.27: &oena end Adyapoes or ArQ (1969 to 1979) 

(~. 1n 1000') 

Year Total Loans Seoured State Otbera 
( ent!et! in and ftA!YaD­
neoem.ber) cea 

(1noludlns Eleotr1oity (e~cludtng 
interest) Boerda bad debts) 

- - -
1969 

1970 

1971 

1972 

1973 

1974 

197S 

1976 

1977 

197S 

1979 

- - - - - ~ - - -- - ~ ~ ~ -- -- - - - - -
80,91 s,os 7S,86 2 

1,~9.70 20,19 1,29,)6 16 

),40,)7 12,44 ),24,17 ),76 

),48,41 5, 90 ),)2, 20 1 o, )1 

),49,55 ),42 ),)2,75 1),)9 

2,69,94 7,16 2,49,)0 1),47 

2,)7,73 18,44 1,84,55 J4,7) 

1 '81 • 69 5' 28 ' 1, 61. 1.4 14,97 

1,51,72 5,74 1,)1,70 14,28 

1,11,57 5,20 91,93 14,44 

94,89 5,00 78,41 11,46 

-- -
Sourqe: AgrJogltgral F1nanoe Corporation Regor~s. 
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Teble 5.28: §ohemes Formqleted/App£aised bt AFO 

Yeer 

196g-73 

1974 

1975 

1976 

1977 

197~ 

1979 

1968-79 

(i.s, in lllilllon) 

Number ot Sohemea listlmatea Bank 
loan requirements 

125 

199 

101 

149 

137 

86 

154 

951 

1751 

350 

577 

749 

2177 

1184 

665 

7451 

~ ... _ _. _______ ..... _ .. _______ ... ________ _ 

§ourpe: Aslioultural Flganoe gorporation ReoorOs 
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Table 5. 29: Al•no1ea Cogp!aatonty the DC (Jeer-wt.ae) 
ant t7pea ot oggfUltepox •J!llet 

(in nwnber) - - - - ~ ~ -- - - - ~ - - - ~ - - -- ~ - - ~ - - ~ - ~ ~ 
Yeer GoYt. State 

ot Govts. 
In~1a 

Qovt.Cor- Sobedule~ Others Total 

1968-7) 

1974 

1975 

1976 

1977 

1978 

1979 

1968-69 

- ot wb1oh -

Oonaul taD07 
basis 

Senioe Cbarse 
bests 

-
-
-
48 

1 

1 

50 

50 

12 

6S 

S) 

60 

82 

7) 

96 
474 

473 

1 

porationa Commer-

18 

10.5 

6 

79 

1 

5 

4 

218 

9) 

125 

o1al Banks 

79 

2) 

) 

4 

4 

6 

49 

168 

14.5 

2) 

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

16 

) 

9 

6 

2 

1 

4 

41 

)7 

4 

Sqgroe: Agripulturel Ftnange Corpqret1on Heoprte. 

125 

199 

101 

149 

1)7 

86 

154 

951 

798 

15) 

~ .... - -
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CHAPTER VI 

INTRGRA'l'lm VUW OF 'l'HB PJmFORMANCE OF AGXNCIBS 

The analysts relating to working of tn.,1 vtd,Jel 

agencies presente~ tn the earlier chapters, no doubt, gave 

useful insight into a number of aspects relettng to their 

operations in the rural areas. However, in the nAture of 

things, it bas not reYealed an overall picture of the 

performance of agencies involved in rural f1nence. 

Therefore, the current cbepter 1s addressed to depicting 

the overell performance of the agencies involved in direct1 

lendings to the ulti mate borrowers. 
~ 

~ ?here are a number ot aspects that cAn be considered 

tor eveluating the performance of rural credit system in a 
2 country. aut the Regional seminar for Asian Agricultural 

Cre~1t tor s~all Farmers held in Bangkok, su~ested two 

1. Finenoea provided by rertnanotng agencies ere routed 
through the ~gencte~ meant for direct !endings. 
Direot landings inolude both from resources of the 
individual agencies as well as out or refinances 
obtained from other agencies. Therefore, tn order 
to avoid duplioetion, only direot lendings are taken 
into eooount in this chapter to arrive at the eotusl 
megnitude of rural ore~1t made eveileble t~ the 
ul timete usere. 

2. FAO, Agricultural CredJ.t in Aste, aeport of the 
Regionel :?eminsr for Asie on -~rloulturel Credit 
for Small Farmers, Bengkok , Theilen~, 7-18 not. 
1974. pp. 7-8. 
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maJor oriterie (emong others) ror Jut'lgtng the effeottveness 

or the rural credit system in any country. These Bre: 

(1) The credit system should benerate adequate savings 

end mobilise them as deposits tn order to accelerate the 

ooonomic growth in a planned way, and 

{11) The credit system shoul~ be able to satiety all 

the oredit needs or the rural people, in whatever nature 

(short/medtu~long-term) end in whatever form (oeeh or 

kiDdJ it is necessary.~ 

In the following peges, en attempt is made to 

assess how tar the rurAl oredlt systems tn India and 

Bangla~esh were eble to meet the eroresai~ two maJor 

criteria. 

o.2 Moblllsatton ot Rural neposits 

It ts to be noted here that the extent of self-

relianoe or eny financial institution, rural or otherwise, 

largely depends on resources mobilised by way of deposits. 

A perusal of the informati on in Table 6.1 reveals that 

rural deposits in both India end Bangladesh rose 

\ •ubstanttally over the perio~- in In~1a from ~.S)67 m. to 

~32758 m. and in Bangladesh to Tk )820 m. (Tk 546 m.J3• 

The rural deposits mobilised by all tbe agencies grew et 

more thea 25 per oent per year 1n In«'ie, Bangladesh as 

well ee ~est Bengel. Incremental rural n epoa1ts regtstere~ 

significant growth during the perto~ - )8~ tn oase ot 

). Figures in the bracket indicate performance 1n the 
base year. 
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Bangla~eah, 26% tn India and )~~ 1n West Bengel. However, 

1noremental rural depoaitsaa proportion or G~P from 

egrtoulture grew stgn1r1oantly only tn aaa~ or Indte and 

~ ASt Bengal. But, the retto or lnorementsl rurel deposits r· 

to GnP from agriculture la low !n both the oountrles; 

even tn the terminal year- it was 2.59~ ln oese or IndiA 

as against 1.12~ ln 1971-72, 1.49i (0.46~J in aengledesh 

compare~ to 1.90~ (0.5)%) in ~est ~engel. 

( Tb'Jt t he mobllisettcn or rural deposits by tha 

egenotes was satisfactory but not i mpressive end ede~uete 

ls un~ersoored by the t "ot that Elven in the t erminal year, 'j 

the per oeplts rural ~epostt was ~.65 (~12) in Indle , 

Tk 50 {Tk 8) ln Bangl adesh end ?.s.47 F.s. SJ in oase of West 

Bengel. 

An enelysts or rurel ~eposlta per hectare or GCA 

shows thet th6y registered slgnltioant growth of 24~ per 

annum (g1) in case or Tndia end et & rate or 2650 in oese 

or both Bangladesh and ~est Bengel. However, this 

substantial growth d1.d not result in e~equate f'un"s being 

made sYeileble to rural borrowers is underline~ by the 

low amount or rural ~epostts per hectAr e even tn the 

terminal year; it wes Tk 296 (Tk 46 in the base yeer } in 

oase or Bangla~esh4, Rs. 189 ( its. )2) tn oese or In~ 1e and 

4. This m.ey bt- compere«! vJ! th per heotare net ferm inoome 
(1978 J whtoh was Tk )816 tor IITV farms and ~~ 1222 for 
terms using looel variety seeds. 
Source: ~uot~d in Bengl"deSh Benk Cr edit Study ProJ ect, 

1978, op.o1t., App. A, pp. 1. 
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IU. 2)2 (:.:s. )6) in ':.est Bengal. 

Relet1Ye Shere of Agencies 

( As rnent1one~ eerlier, there ere t wo egenotes i.e. 

co-operative an~ commercial banks \1nolud1ng RRBa) tn 

I n~ta an~ three in Bangladesh, viz., co-operAtives, 

commercial benks end BKB oper~ting in the field of ~1ral 

flnAnoe. ' We mey no1: analyse the ohenge tn the relative 

nbere or these egenoies J.n the mob111 setton of rnral 

deposits during the period under r eview. 

A reeding of the relevant ~8ta shows that the share 

of oo-operetlves in rurel r, epostts aign!tioantly declined 

over the perto~ tn case of all the regions under 

comparison. It declined from 15p to 7~ tn case of In~ie, 

fro m 6j., to 3~ in oaae of Bangl~desh and from 3% to barely 

1 ~ ln West dengel. Correspon~1ngly, the share of 

oommerotal benks tn t h e rural ~ eposlt mob111s P. t! on 

increased substentlally in the two countries. Tbls sberp 

tnoreese in the relative shere of oommerolal banks oan be 

attributed t o factors like planned and rast ~r expansion 

or rural brenohes or oo~merotel banks, 1nnovet1on of 

alterna tive orgenisetion systam like RBB, and e~optinn or 

villages and tntro~uotlon of group leudtngs, besides 

relettvely lower perrorm~noe ot co-operatives ln rural 

~epos1t mob111set1 on. 

BKB tn BanglAdesh, on the other bend, ma1ntetned 

lts relative position (10; ) notw1tbsten~1ng 1nore~se tn 
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the share or oom~erclal b~nks in the rural ~eposlt 

mobtl1s~tlon. (20~ ot BKB deposita are considered urban). 

6.) Extenston or Rural credit 

The volume of' ~1rel ore~lt supply in nominal yalue 

reg1.steret' highly signlfiosnt growth (g1) ~urlng the period 

under review in both India en~ Bsngledesb (Table 6.2}; in 

absolute emount, it 1norer-ose~ nore tben three times to 

Hs. 3)048 m. in Int'41e, almost ei ght times to Tk. 1995 m. in 

BsngledeSb end 14 times to~. 153) m. in case or West 

Bengal. ~ben we compere growth ln tne real value ot rural 

credit, we f1nd the position or Bengle~esb to be slightly 

bett~r (2.7 ti 'iles rise} compared to thet of' India (2.2 

times). Tbe situation in t his reger~ to the tlow real 

credit of West Bengel was much better oompArer to 

Bangladesh. The volum~ of real rural oredtt tn the stete 

rose nine times over the periods to ·s. 846 m. 

The amount of' incremental rural credit in India 

increased to~. 6)13 m. 1n 1978-79 from ~. 2967 in 1971-72 

to Tk. 400 m. from Tk. · 118 m. in Bangladesh end to as. )0) m. 

from ·•s. 50 m. 1n West Bengal. Growth ( g1) or tbts 1 tem 

wAs s1gnlf1cent only in case ot Indle. Incremental rural 

credit tn BBngladesh ~~s rather erratic sho?.ing substantial 

year to year fluotuetions. 

The proporti on or lnorementel rural ored1. t to ar.p 

from agrlcul ture wes higher 1.n case of !ntH a oomperen to 

that ot Bangle~esh; in the terminal year it wes 2.07~ 
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(1.6~) in ceae or India While tt ves 0.51 % (0.4S~ ) tn 

case of' Bangle~esh ann 1.2)~ (0.)5~) in osse of' West 

Bengal. ~~en the position or the supply or rural oredlt 

is Ju~ged by per capite evAileblltty, it is found that 

per family (assume 5 member size) rural are~tt rose to 

1s. )28 m. f'rom -s. 107 !n In~1e, to Tl( 1)2 rrom Tk 18 1n 

Bengle~esh. This cAnnot be reger~ed as adequate in view 

ot the requirements or credit tor farm ~ nd non-f'Grm 

eot1vtties an~ 1n the light or rising prtoee or inputs. 

11le supply or rurel oredl t per hectare or GCA 

increased to M. 191 in 1978-79 trom -~ 58 1n 1971-72 in 

India while it inoreeee~ to Tk. 1S5 rrom Tk. 20 in 

Bangladesh and to ~. 172 from ~. 14 in ~eflt Jengal over the 

period. The ennnel oompoun~ growth (g1J ot this was the 

btgh~ tn West Bengel followed by Bangladesh ann India 

respectively. ~bstever be the growth rate, tbe quantum 

ot rural cre~it supply by gross oropped area cannot be 

regarde~ as sattsrectory in view of the oost or cult1vet1on 

state~ earlier ( Chepter IV}. 

ChRnge o~ RelAtive Sbsre of Agenoies 

Tb~ r~lAtive shere of wholly ~evoted ag~nc1es l!ke 

oo-operetives end aKB has decline~ while the same relating 

to partly involved commercial banks aubstentin l ly increase~ 

ov er the period. Specifically, the shere of co-operatives 

in the total ~Jrel oredit supply deal1ned sharply from 

8 1 ~ 1n 1971-72 to 5~ in 1978-79 in CAse of In~la while !t 
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declined et a fester rete from s2, .. to 1 a,b over the period 

in Bangladesh. The decline in the shAre ot oo-operat1ves 

in oase of ~est Bengel was rather marginal - from 58~ to 

s6%. Contrary to the position of co-operatives, the share 

of commerci al bank reg1stere~ a highly aignitloant growth 

(g1J in both India an~ Bangl adesh. It can be note~ here 

that c ommercial banks' share in the aggreg·ete rural ored1 t 

1noreese~ 1'rom 19~ in 1971-72 to 48~ in 197S-79 in India, 

from 7% to 45% in oese or Bengl~~esh an~ msrg l nelly from 

42% to 44~ 1n West aengal. en the other hen~ , aKB•s 

relative share ~eore~sed marginally from 41 !4' to 3 8:., over 

t he seme pari od. 

The r elatively better performance of oommeroiel 

banks in both In~ia and Bengle~ash ~~s the out aome or the 

respecti ve governments' deliberate pol1o1es assigni ng e 

greeter role to commero!al banks incl uding rtRBs i n the 

sphere ot rural credit. 

Term Nature of Rural Credit Supply 

The date on rural credit by term nature ere not 

available from Bangladesh Pt.cs. Further, snob <Jete ere 

not aTefleble in respect of the oommeroiel banks' rural 

operations tn both In~ia enr. Bangladesh. Theref ore , we 

assumed that the entire ored1t granted by PACs and ell 

rural cre~lt b y commercial banks tn both the countries as 

pro~uctton credits. Credits extended oy long-tetm 

co-operative structure are regar~ed as investment credits. 
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BKB loans upto one year ere oategortaed as production 

ore~its an~ those of more then one year maturity are taken 

ae investment credits. 

Tt can be gleaned from the available data (Table \ 

6.3) that prod\tctt.on credit tn IncUs increased trom. 

's. 7978 m. in 1971-72 to Rs. 30042 1n 1978-79 and from 

Tk 232 m. to Tk 188) m. ln oesa of Bangladesh registering 

a highly stgnitioant annual growth (g1). The position of 

~ ·eat Bengel in thla regerd was muah better than Benglec1esh. 

Tn \-,est Bengal, rurel production ored1t increased 14 times 

(from 1_s. 91 m. to Rs. 1240 m.) over the perio~ w1 th highly 

s1gn1f1oant growth per annum (g1). 

Cn the other bend , investment credits ln tnd1a \ 

move~ up from~. 1610 m. 1n 1971-72 to~. 2406 m. in 

1978-79 en~ from Tk. ) m. to Tk. 115 m. tn Bangla~esb. 

The growth of West Bengel investment credit in the rural 

ereas wea similar to thot of Bangladesh. 

When the relet1ve shs re of prod~tati on en~ investment 

credits ts cone1c1ere~, tt ts seen that in Indte the share 

of pro~uotion cre~lt increased to 9~ in 1978-79 from 8)% 

in 1971-72 while the seme ~ecl!ned by 5~ trom 99.:- 1n 

BanglAdesh. The relative shares or proAuotton and 

investment cre~tt remetne~ unaheng~d over the perio~ 

( prodl1Ct1 on ore~1 t 9~) tn cese ot West aengel. 

Thus, Investment credit as e proportion of total 

r nrel cred! t ~:ee low in both thP. countries evr:on by the entt 
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ot the stu_,y period. The post ti on mey not sign! t'icHmtly 

ohenge, even if we oonsi~ere~ oontrlbutlon or PACe an~ 

commerotal banka to investments or~~lts (assume~ to be not 

more than 2%J. It ia symptometto or lack of awareness 

about the nee~ tor proper term-mix of the supply of rural 

credit. It is now a well accepted principle t hat for 

benefiting the borrowers, a reeaonAble mix or pro~uctton 
end investment credits is neoe8sery; else, it mey 

ult1 ~ately cause diversion ot loans resulting tn poor 

repayments. In e recent studyS (1980), it was toun~ that 

the recovery pertormRnce wes better 1n cases where 

investment loans were eooompanied by proructton loans. 

6.4 Composite Index of Growth 

On the bests ot secular growth of various ln~lcetors 

releting to ~.trel depostts and credits, it ls not possible 

to m8ke out the ov~r all growth performance of the agencies. 

Therefore, a composite tn~ex ot growth is const~Jcte~ 

taking to6ether performance or both ntral ~eposit end 

credit on the lines stated in appendix A, Chapter III. 

Equal weightage is given to the two sapeota. In~icetors 

oonsidere~ 1n the two aspects ere: 

5. ARr C Study, f: tending Committee on AgriculturAl Loans 
through ~ommerciel Bsnks, quote~ in CHAFTCAR- Report, 
1981. pp. 167. 



(I) 

/ 

253 

?40b111set1on ot Rural nenoslts 

(1) Incremf>ntel rurel r. eposl ts fits ~t- of GT"P from 

egrtculture 

( 11) Per Capt tel rural <!P-post ts 

( 111 ) Rurel depos1 t s AS ~ of totel benk depost ts. 

(II) Extenet on c f Rur el credl t 

I 
( 1 ) Incremental Hurel Cred1.t es ~ ... of G"P from 

agr1cul ture 

(!1) Per Capite! rural cre~tt 

( t t' ) tiurel orecU t es ~" ot totel suppl y or bank 

oredit 

( 1 v} 1'ural lone;- term ared1 t es ~ total rurel 

orec!it 

(VJ Incremental rural ore~lt - ~epos1t ratio. 

The soore Yelues emplo7ed in oonatruoting composite 

ln~ex ere deplete~ in Chert XIII. It shows that growth ot 

composite index in the first tew Jeers was higher tor In~1a 

compere~ to Bangladesh but the situation was reversed in 

1976-77. Further, composite growth index tor 8angladesb 

exper! eno ed relativelJ more fluotnet1ons then thet tor 

India. Compost te growth of the egenoies tor 7.est Bengel 

~s not only higher ell through but was relatively smoother 

end consistent compere~ to that ot oengla~eeh. 

It ts not possible to assess th~ contribution of 

rural deposits end credits separately rrom the Chert XIII. 

Chert xrv, which shows seperet e contribution or eeoh, 
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reveals that in In~ia growth performance of r 11rel depost t 

mobilisation was h1gber than that or rural credit. 

Fnrthermore, the gap between the two was rather getting 

wi~er. The same trend osn be obserYed in oeee of 

Bangladesh excepting in the penultimate year of the study. 

Contrary to Bangladesh case, extension of rurel oredit in 

t est Bengel registered relatively higher growth compared 

to tbst of rural ~eposits since 1975-76. This oen be 

attributed to massive co-operative credit activities in 

the stste following lend reforms offering right or credit 

to the share croppers Wbo were ~enied the facility earlier. 

6.s Level of ~evelopment and its Change 

Assessment of the growth performance of tlnenoiel 

inst1 tut1ons in the rural areas through the compost te 

in~ex has, no doubt, provided useful insight; however, 

one oennot meke out trom it the level ot ~evelopment of the 

rural operations of ver1ous involved agencies in the two 

countries. Therefore, the two aspects end their respective 

indicators as were considered while constructing composite 

index ere used applying e 10-point soele or development on 

the lines outlined in appendix B, Chapter III. 

The score values obtained tor the level of 

development are then plotte~ in Chart XV which shows thet 

the overall leTel or development or the rural operations 

of various agencies in India was muoh higher ell through 

the perio~ compare~ to that of Bengle~esh. It is further 
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seen that there was a smooth upwer~ tren~ tn the 16vel or 

~eYelopment in India as well as Benglede~h tor most of the 

yeers. It can also be notet! that the gap between the level 

ot development 1n the two countries nerrowe~ down till the 

penultimate year ot the study. 

The level of ~evelopment in '!'test .Bengel wes lower 

than that in BRngladesb ln a few yeors et the beginning 

end enn ot the perto~ but afterwords ~:est Bengal aurpassec! 

B8ngle~('ab in a rew intervening years. However, the l~Yel 

ot deYelopment in Bengla~esb aboul~ be viewed k~eplng in 

mind that the entry ot oommero1al banks in that country !n 

the field ot rural ttnanoe ~as ttve yeara later than that 

in India. 

A further analysis ot the level of development by 

the two maJor napeots (Tiz., moblliaat1on of rural deposito 

and extension of rural orec!1tsj shows that tn Bangladesh 

the performance ot rural deposit mobtlisat1on was better 

all through than that ot rural ore~tt extension while the 

reverse ia the ceae in Inc!te exoept 1a the lest two years. 

6.6 Shere of Rural Qre~1t tn the Totel Gredlt Supply 
~ 

In this era or planned ~evelopment, it 1s reesoneble 

~o eXpeot that the central benk ea well ea government or e 

country will make e~equate efforts to direot oredtt 

reaouroes aYa1leble in the economy among the various 

sectors and sub-sectors 1n order or tJleir prlorltiea. It 

ts, therefore, pertinent to examine the supply of ~1ral 
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oredt t in relatl on to the total a rec!i t supply in the 

eoonomy during the perio~ ot study. 

Data provided in T~ble o.4 ahow thet in In~ ia the 

\ share or rural oredlt aa proportion or total oredlt was 

around 14io ell through the period. I n oase ot Banglec!esh, 

however, the share ot rural ~re~it 1noreeaed to 12~ in 

1978-79 trom 8% in 1971-72, registering 9~ growth per 

annum {g1). The favourable BangladeSh reoord msy be 

explained by the low share tn the initial period and 

augmented supply ot rurel ored1t through oommeroiel banks 

by target-oriente~ approach. 

An analysis ot rural oredit supply by term nature 

shows that, ot the total abort-term credit aupply in IncUe 

the &bare of short-term rural oredit was 12~ in 1971-72 

whioh moved up to 14~ in 1978-79 while the inoreAse in 

Sangledesb •~• 8~ to 1 Zfo. 

The proportion or rural long-term orea1t tn the 

total long-term oredit s11pply 1n India wee~ in 1971-72 

which substantially deolined to 1~ by the enfl or the 

period. Similar downwar~ tren~ wea notic~able tn 

Bangladesh. Further, the rete ot ~eoltne was higher in 

ossa ot Bangladesh oompere~ to that ot India. The steep 

deollne in the poaltion ot rural long-term oredit tn India 

~s primarily beoeuse ot massive oredit exten~ed to 

industrial proJeots while in case of Banglft~esh it wss ~ue 

to 1na1gnifioent credit tor housing in the tnitlel years 
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ot the atu~y and also ~ue to low ~eman~ tor private 

industrial orec!t t f.n that periocl' resul tlng from 

nat1onal1aetton of me~tum end large industries in that 

country. PrtYate ~emend tor tndustrtal ore~tt in Bangle~esh 

picked up only after 1975, following disinvestment policy 

ot the government in favour ot private ownership or 

industries. 

The preceedtng analysts suggests that in view of 

t he higher contribution ot rural areas to the national 

income {in India it ia around 63~6 and in Bengla~esh it is 

estimated to be aroun~ 7~}, the supply or rural ore~lt 

both in India (14%J end in Bangladesh (12~) appears to be 

quite inadequate. 

6.7 RE9JTIHEMENTS OF Ml2 GAP 1 1~ RURAL CRlffiiT 

/ A& stated esrlier, rural ore~lt ~oes not mean credit 

tor agriculture alone. It is true, of course, that 

agriculture is the main economic aottvttJ of the rural 

populace in India as well es Bangladesh. Countries like 

In~la and Bangladesh where oulttveble len~ is scarce, other 

'\ non-land eoonom1o actlYities like dairying, poultry, 

ttsherles, rural tn~uatrtes, rural trade end transports 

need be encourage~ to a~~ to the limite~ tnoome trom 

6. GOI, Nettonel Account Stattstlcs, 1981, op.cit. 
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agriculture, eapeciallJ tor those who have amall/!Df!rglnal 

land hol.,! ngs or no oulti vable len~ at all. ) ThE' 

contribution or orop-retatng to the rurel national income 

in Ind1a is eroun~ 70%7 while the balance comes trom 

other non-lend eoonom1o aottv1t1es, some or Which ere 

mentioned above. 8ea1~es, tn India 8S well 88 tn 

Bengladesh small and marginal termers own about a quarter 
8 ot the operational bold!ngs. 

\ It is, therefore, understandable tbet through 

land-based economic aot1vtt1es alone, 1t is not possible 

to improve the economic conditions ot a large segment ot 

rural population. As such, it is peremptory to help these 

dtsa~ventaged class to teke up more and more non-land 

economic ect1vtt1es by providing adequate institutional 

tinenoe 1n t1 ~ : e and on easy terms. B11t to our knowle<'ge 

so tar no ofttc1al or private attempt baa ever been made 

to estimete rural credit reQuirements or all the economic 

aot1vit1es including cultivation. Most or the estimates 

mec!e ef'trlier related to agriculture onl7. It ts, in the 

above beokgrounrl, 8 modest attempt is me de here to tD8ke 

8 post feoto estimate of rural credit requirement ot the 

atoreseid economic actiYtttes tn or~er to have ftD t~es 

7. OOI, National Aooount Stetist1c, Jen.1981 loo.o1t. 

8. (1j GOI, All India Agr!oulturel Census 1977 loo.cit. 

(1i) GOB, Stet1at1oel Yeer Book ot Benglndesh, 1979, 
loo.cit. 
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ot the gap in the rural cre~it supply thAt existed during 

the perio~ 1972-73 to 1978-79. 

Date used tor tb~ purpose or estlmfttion ere drawn 

from national inoome statistics ot In~la sn~ Bangladesh. 

The retto of credit requirement to purohAsed inputs tor 

agriculture end the proportion of oredlt requirement to 

net value e~~ed tor trade, transport and rural enterprises 

ere used tor the purpose of estimation. The details ere 

furnlshe~ in the appendix to the chapter. 

Estlmete~ Gred1t Requirements 

( It can be seen rrom Teble 6. 6 that ~uri ng the year 

1972-73 rural oredtt requirements ln India were ~. 54896 m. 

ot which only 2.33% W8S ror non agricultural eotivlties. 

In the lest yeer i.e. 1978-79 the requirements almost 

doubled {!ts. 97334 m.). The share ot rural industries, 

tr~de enn transports lncreesed to 3~ of the totel rural 

oredlt requirement in 1978-79. \ 
I 

In oese of Bangladesh, estlmst~d totel rural oredit 

req~dremente in 1972-73 were Tk. 71 57 m. or which only 

1.52~ wee tor eotivittes like rural 1n~ustriea, tre~e en~ 

transport. 1be estimate~ amount or rural ored1t for 

1978-79 etoo~ at Tk. 22775 m. with just 2% for ect1v1ties 

like ~trel 1n~ustries, trede an~ transport. 

Estimated rurel oredi t requirement tor ~ · est Bengal 

for 1972-73 wes : ... 3698 m. ot whloh only 2~; was for 

aottvities like rurel in~ustr1es, trade and transport. 



260 

For the lest year ot the atudy, (1976-79) total credit 

requirement amounted to ~. 8000 m. in West Bengel. 

Qep in Rgral credit supply 
/ 

As a result ot the organised ettorts, gep in rural 

cre~lt bas shown re~uotton ~uring the perio~ 1972-73 to 

1978-79 tn both In~ta end Bangladesh (Table 6.7). It oen -be gleaned that in India the gap in rural crenit narrowed 

down to 66% in 1978-79 :rrom 77;"" in 1972-7). It oen be 

mentioned that in India the gap in rural oredit narrowed 

down to 66~ in 1978-79 from 77% in 1972-7). It can be 

mentioned here that the gap in ~1ral ore~it in In~ie in 

1978-79 as estimated b7 RSI
9 waa quite close to our 

estimate (65~)'. The gap in rural orecU t in case ot 

Bangladesh was quite ~de - 95~ 1n 1972-7) whloh oeme 

down to 91 ~ in 1978-79. Compared to Bangla~esh the 

position of West Bengel in reducing the gap in rural 

credit was better i.e. in 1972-7) it wea 96~ ~1ch declined 

to 8)~ in 1978-79. The rate ot reduction ot the gap or 
rural oredl t was fester in onae ot In~ia { 14. J;~ ) compared 

to 1 ). 5; .. in ~•est Bensel end 4. 2-;4 for Bangledesh. 

6.8 CONCLUSION 

In view ot the accepted polioy ot comprehensive 

rural ~evelopment, the need tor massive investment in the 

rural areas cAnnot be gsinsat~. Governments tn ooth In~te 

9. RBI, ~Multi-Agency System, 1980, op.oit., pp. )fl. 
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en~ Bengledesh throu£h policy measures en~ by promoting 

vertoua agencies en~ encouraging them with suitable 

gu1~elinea identifle~ this need of the rural erees. 

An exsmtnation of the performance of the agencies 

show that rural ~epostta in absolute amount substantially 

increased ~uring the period \1971-72 to 1978-79} in both 

India end Bangladesh. out auoh inoreaae is found to be 

inadequate when Ju~ged by inorement&l rural deposits as 

proportion of G~P from agriculture end alao by per earning 

member deposit in the light or the inoreeae in the per 

capita income and rural savings rate. It cannot also be 

considered satisfactory wben exemineri by per heotere 

amount of ~eposits in the light ot per h~ctare income from 

oultiv&tion. Co-oper~tives in both the countries lost 

ground in regard to rurel deposit mobilisati on. BKS tn 

Bangla~eab could only maintain its portion tn regard to 

rural deposits despite more then three tt ~es tnoreese tn 

the number of brenohes over the period. 

There was subatenttel increase in the amount or 

r ural oredi t in nominal val,Je in both the countries but 

in real value the 1noreaae cannot be regarde~ es 

impressive. The supply of real rural ore~it tn Bangle~esh 

even in the terminal year was very low. The growth of (g1) 

inoremental rural credit was foun~ s1gn1ftoant onl y i n oese 

of In~1a . In Bangladesh, it was rather erratlo Showing 

substantial yeer-to-yeer fluotuattons. The supply of 
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incremental rural cre~1t as proportion ot G~P trom 

agriculture was very meagre in both the countri Ps when 

v1ewe~ from the ratio or auoh requirements es proportion 

ot G~P (more than 2S~ }. Rural credit supply per tem1ly 

appears to be inat1equete tn both the oo,mtr1es when 

compare" with the re·~uirements or credit need per family 

es estimate~ by us 1.e. tn India ~. 9bo an~ tn Bangladesh 

Tk:. 1506 (1978-79). The supply of per hectare rurel 

credit !n both the countries even in the term1nel yeer 

w"s low. A stu~y or the rel ~ tive performance or the 

agencies shows that co-operatives in both the countries 

end BAB in Bangladesh ere losing their relative share in 

the supply or rural credit to commeroiel benks. 

Co-operatives !n Bangladesh lost comparAtively a greBter 

shAre in the total rural eredi t supply than their 

counterparts in !nd1e. Rural pro~uetlon ored1t hes risen 

at e rester rate then investment credit !n both the 

countries. Investment oredit in both the countries w~s 

low, even tn the t~rminel yeer, - only 10% of the total 

rural credit suppl7. 

The supply of rural credit &s proportion or totel 

credit supply wes&lmost stable (14%) for !nnie While it 

l2provet'! to 127c in 1978-79 rrorr. a ~:; tn 1971-72 in oese or 

Bengladeeh. i.ong term rurel eredi t as 

long term ored1t tn both the oountr1es 

s1gnit1cently decl!nP.d ~urtng the perto~ un~~r ~!soussion. 
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The gap ot rural. orec1i t auppl7 in relation to 

requirements was ell along more in oaae ot Banglac1eah 

oomperec1 to ln~1a. In the term!nel J&ar, the gap in rural 

oredi t wae 66% 1n ID~ia, 91 % in Bangla4esh antl 8):J, in West 

Bengal. It waa round that the rete or raduotton or the f 
gap of rural orec11t was muoh faeter 1n India (1~.)~) 

compared to tbet ot Bangladesh (~.2%). 



APPBNTIIX 

Methon ot Ksttmettng Rural Cre~tt Regutremants 

( By rural ore~tt we meen ore~!t t~r eoonomto 

eot1vtt1ea nnt!ertaken tn the rural areas, &mch es, raising 

crops, liveatook, ttshertes, rural industries, tr~~e end 

transport pursue«' un~er pr1 vete tnt ttet1 v~. :Lst! 'Jetlns 

reG.uirements ot oredtt ror these aotivtttes is not en eesy 

teak, ospeotally !n the ebsenoe or relieble tnrormetton. 

A perusal ot the current ltter~turee shows that no such 

estimate or rural ore~!t requirement (taking all the stated 

eotivities together) has ever been ~ttemptet! either tn 

In~te or 1n Bengle~esh. Whatever esti~etes were svetleble 

rell!lte~ to mostly production or crops. As suoh, tn the 

present stutJy, an Attempt is made to estimate rural orot!tt 

requirements of the stated eaonomto eotivlttes. 

nate used for the purpose of snoh estima tion, ere 

drawn trom aveileble netlonel tnoome stat!stios. Beoeuse 

ot different methods of computing national !noome for 

agriculture and related eotlvtttes oomperee. to that from 

eotiv1t1es ltke 1n~ustr1es, trade snd trensport, we had 

to et'lopt two ~1f1"erent methods in estimating reqtllrements 

of cre~it 'for these eotiv1t1es, i.e. 

(A) .Agrtoult11re And related eotlvi ties - input basis. / 

(B) Other eot1vities - 1noome/velue ed~ed bAsts. / 

A brief ~1sousa1on ot the method followe~ is given / 
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here. 

(A) Agriculture en~ Rel~ted Aotlytties 

Ne ttonel 1noome of thes e ect1~1t1es ere computed 

on the bests or producti on in relation to inputs. It is 

well ecoepted thet credit requirements of agriculture 

end related activities ere ~epen.,ent on the emount or 
inputs, more pArttoulerly, on the emount or puroh r- se~ 

inputs which we mey oell oesh inputs. It is true thet e 

pert of the total inputs ere financed out of the pert 

savings whioh in the Innien sub-conttnent is lnede~uate. 

:i .. eno e , t he heavy reliance on borrowed funns • 

~t first, we cons!~ere~ the amount of cesb input 

!noluding the pe7ment of wage to the hired labour. Then, 

cash inputs pertaining to publ1o sector is deducted in 

order to orr1 ve at the eotuel oesh inputs or the pr1 vete 

seotor for such eot1v1ties. Afterwards, the shere of 

rural er~es i.n suob ossh inputs is essesse~ by using rural -

urben ratio of NnP10• 4fter thus obtatning the amount of 

pr1 vete sector oesh inp11ts releting to rurel areas, we 

estimate the requirements or rural are~1t basing on e retio 

ot suoh inputs t o the requirement of ored1t tor these 

eot:! vi ties. 

Now the problem is to deoide whAt proporti on of oesh 

inputs 1s finance~ by credit. It is, no doubt, a difficult 

question b~oeuse suoh proportion may very depending on the 

regions, crops, teo!"' nology an~ time. \ie have not come 

10. GOI, "N8t1onel Aocounts Statistics", op.cit, pp. 148. 
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eorosa any oomprehenslve national study proY1d1ng 

informetton on this. 11 
Howev~r, seven atuAiea in the 

recent pest oondnoted either tn Indie or Bangla~esb, 

ahowe~ that suoh proportion verled from 50~ to 73~ 

depen~tng on the r~ctora stated earlier. For our purpose, 

we uaed average of these ret1oa (o)~j to estimAte 

requirement of orecU t on the bast 8 ot oaah 1 nputs. we 

beli eve the eYerage ratio w\11 take oere or VAry1 ng 

proportions ot oredit requirements. HeYing est1 mete~ the 

amount ot oredit requirements relating to India for these 

aotf. vi ties, we have related this e mo,tnt to the NT'P from 

11. (i) 

(11) 

(iii) 

(tv) 

(v) 

(vi) 

Singh u. end Kahlon, A.s., "A Study ot Cr edit 
requirements end ftdvenoes to termers in Pattala 
Viatrtot", Indian Joyrnel ot A~rtoulture 
Eqonomios (IJA& j, 1942, Vol. 2 , 1971, pp. 496 
to 50). 

Banstl, P.C. "Credit requirements", !l!!• Vol. 
26, 1971, pp. 468. 

~~r,rawenehi, s. ~ . et el, " Adequacy ~ Produot!vity 
ot oredtt on the farms ot V4estern Mehereshtre", 
Indten Oo-oper et!ve ReYiew (ICR) , 1978-79, 
pp. )06. 

Singh, R. et al, "Avetlebllity & fJt1 l isatton ot 
Co-operettve Cr edit !n Agricul ture - A OASe 
study" !Qg, 1978-79, pp. )80. 

SWamy, G. M. & Reimene ~. ~., "Tbe Impact of New 
Farm Technology on Farm Inoome & Employment 
Potenti&l u~er CrecU t Management l n Kurnool 
nistrtot of An~hra Predeshn, IQR, J en. 19g2, 
pp. 191 to 199. 

SAl"C (Bangledesh) • "Winter Rf.oe &. ·,vbeet -
£&1099PI1oa of Cultlvetion", 1977-78, pp. 22-2). 

(vi 1 j n. s. .At d ~~1 sst on to Bangladesh { 1977) , ~uotec! 
in B&ngladesb Bank Cr~~~ t :-;tu~y ProJaot, Phes e 
II, 1978, pp. 1 ~ 2. 
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suob aotlvttiea ln order to obtetn a ratto or NnP as 

ore~tt requirements, After obtaining this retto, (Teble 

6.~), we applied t he sema tn estt -.atlng oredlt re~uirements 

ot Rgrtoulture and related eotlvlttes for Bangladesh end 

t! est Bengel, 'l'b1s ts done tn vlew of the non-evellebfllty 

ot require~ segregated informati on relattnb to various 

oesh inputs tn these regions, 

nse of the se~e proportion tn esttmettng oredtt 

requirem~nts of other related eot1v1ties ts ette~pted 

beosuse relevant tntormatlon relating to these ere not 

avelleble, !t ls to be noted here that ftaheries end 

ltvestook require QOStly me~tum/long term loans, We 

believe, annual estimate wlll take oare or the term loans 

because only a few borrowers meke investments ln eeoh 

year, One who takes term loan for auoh aot1v1t1es, unlike 

orop loans, ~oea not went investment loan every yeer -

only once in a few yeers, This ts Why we b~ve reasons to 

believe that our estimate or oredit requirements for 

livestock and fisheries are not fer from the eotual, 

(B} Other Aot1v1t1es i,e, Rural Industrles,Trede 
and Transport 

credit requirements of these sot1v1t1es ere 

estimate~ on the bssls of lnoome/velue ad~ed, From the 

national tnoome eooounts, ~~ first getbered Net nomestlc 

Product (NOP) for eeoh ot these ect1vit1es. From the totel 

NDP values or each of these ~ottvitles, we deduote~ the 

sbere or the publ1o s ector tn order to heve prtvat@ sector 
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oontrtbutton of these eot!vtties to NnP. After that the 

share of non-rurel areas to NDP or suoh aot1v1tt es ts 

deduote~ following cso (1971; beaia or rural-urban 

distribution to errtve at the rural oontrtbutton or NnP 

for auoh activities. The sh8re of ~1ral are~ tn oese of 

1n~ustr1 es was 25. 47\) ; trade end hotP-la 18 . 11:1v en~ 

transports 16.1~~ for India. 

Hev1ng aegreget ed the sh~re ~r NrP of the rural 

ereas from these aotivities, we esttmete~ requirements of 

ore~it for these aottvltles using e ratio of credit to 

N~P. This ratio 1s used baatng NSS 29th Houn~ information 

12 of self employed households in non-agricultural enterprises. 

In that survey oredt t oontreoted W&s obtained btJt not 

oredl t requirements. In the same survey, ND.P for these 

activities under discuaaf.on are also eva1lable. \';e 

oeloulate~ credit oontreoted as a proportion or NT)P. These 

ratios in 08se of In~te were ).2);::u for rural industries; 

7.78~ tor trede and hotels end 1).4)~ for rural transport. 

Using these r~tlos, we est1meted requirements or credit 

for thP.se rural eot1Y1tiea. We ore eW8re that using these 

ratios ~~ul~ lead to some un~er-est!matton beoeuse oredlt 

requirement is always htgber than ore~tt oontracte~. This 

limitation bas to be kept in mind while uatn~ the estimates. 

12. 
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After estimating the requireaents for theae aot1Y1ties, 

we rel2te~ the amount or requirement to the NDP from theae 

aotl•itiea 1n order to obtain the ratios (Table 6.5) whtoh 

to be applte~ ror eatlmetlng ore~lt requirements for these 

aot1Y1ttea in oese of Bengladeah. 

State le•el tntormetton troaa NSS auney13 was used 

tn or~er to estimate rural credit requirements of the 

atated actlvltles in oaae of West Bengal. The ratios 

wb1ob were 1.9)~ for rural lndustrtes, ).~tor rural 

trade and 4.57~ for rural transport are used in eatlmattng 

rural ored1t requlrem~nts for the State. 

13• NSS, ~selt-emploJed household in non-agrv t
1
oul

1
Ituiral 

enterprises - bJ state", sarvekahtnn, o • • 
No. 2, Oot. 1979, pp. s 257. 



Table 6.]a Mob111a!t1on of Ryra1 Deooaita by a11 Agencitt 
(Tk/~. 1n million) 

~------~----~~---~-~--~~~-~-~-~--~-~-----~---~---~~ Indicator• INDIA 
1971-72 1978-79 Crowtb 

Rate(") 
(g1) 

BANGLAD~H 
1971•72 197S::79 Growth 

Rate(%) 
(g1) 

WEST BENGAL 
1971-72 197a:t9 Growth 

Rate(%) 
(g1) 

------~----------------~----------------------- .. ----------
1. Amount of rural 

deposita 5,367 32,758 25.05** 3,820 27.28** 262 1,831 27.51** 

2. Incremental (a) 
amount of rural 
depoaita {IRD) 2,042 7,903 25.63** 121 1,176 38.43** 76 467 30.24*"" ,, IRD aa ?& of GDP 
form agriculture (a) 1,12 2.59 18.95* o ... . ... 24.18 0.53 1,90 22.32** 

4. Per Capita Rural 
Deposit (Tk/-.) 12.02 65.05 23.32** 8.32 50.51 25.32** 7.76 47.42 25.63** 

5. Rural Deposit per 
hectare of GCA (Tk/Ra.) 32.49 189.02 24.32** 46.35 296.42 26.32** 36.03 232.42 

N 
~ 

26.11-•p 

6. Share of Agencies 1n 
the rural depoeite(~) 

(a) Co-operatives 15% 7% -10.50** 6% '~ -11.10* '" 196 -16.58** 

(b) Commer. Banks 85% 93~ 1.17** 84" Em' 0,38 97% 99% 0.284t* 

(c) BKB - - - 10% 10% 2.00 - - ------------------------ .. -------.~-- ........ -.-~- ..... ----~-- .. ~----
** S1gn1.f1cant at 1% level 
* Significant at 5% level 

(a) Relates to 1972-7,. 
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T§b1t 6,2 I Sqop1y Of rural S~edit by all Agencies, 1971-72 to 1978-19, 

(rk/'•• i n million) - - ~ .. - .. - .... - ._, - -. - --- .. - .. .. ._ 
__ ,_ ___ _ - - ---- ~ -Indica tore 

--
1. MOUnt of rural credit 

(naainal value) 

2. AIIIOW\t of rural credit (e) 
(real value) 

l. Iocrementa1 8DOWlt of (~) 
rural credit (IRC) 

•• IRC as " Of GDP fran (b) 
agriculture 

s. Q:ar Capita 
(1'lc/Rs.) 

Rural credit 

'· Rural cred1 t per hectare of 
GCA (1'k/Q, ) 

'· Relativ~ share of eqenciea 
in rural credit (%) 
(eO Cooperativea 

(b) COnrnercial Banke 
(c) BKB .. __ ... ._ __ 

----...-~------ ---
•• • significaDt at 1% level 
• • s ignJ.ficant a t 5% level 

INMA 
1971-72 1979-79 

9,598 33,048 

9,219 20,029 

2,967 6,313 

1.62 2,07 

21.48 65.62 

58,04 190,70 

31 52 

19 48 

- -
,..~ ... - .. -- ... - .. - --

QrowaJl 
Ra~J") 
(gl) 

17,06** 

1o.sa•• 

19.03* 

13.21 

15.31** 

16.28** 

-5.89** 

12.07** 

-
--- -- -

a • Growth r ate could oot be calculated because of -ve figure in one year. 

b • Relate to 1972-73 

1971-72 

236 

184 

118 

0,45 

3.59 

20.03 

S2 

7 
41 

BA£·!GLADESH 
1978-79 

1,995 

493 

400 

o.s1 

26.38 

154.81 

18 

4~ 

38 

-- -- --- -

Growth 
Rate(") 

(gl) ..... _. __ _ 

30.77•• 

17.62 

R 

a 

28.83** 

29.81** 

-15.21** 

31.48** 
-3.01 

.. - - ... - -

1971-72 
i'IE !;'!' BE iG A.L 

1978-79 

~----.---------

99 1,353 

97 846 

so 303 

0.35 1.23 

2.93 35.04 

13.62 lil.'74 

58 56 

42 44 

-

-- -
Growth 

Rate(%} 
(gl) 

37.45** 

30, 36** 

30.72** 

22.71* 

35.58** 

36.05•• 

• 0 , 99 

1. 27 

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

a • Nominal value figures given in item % ere deflated by using CPI of agricultural l abourers (Base 1970-71 = 100) i !l c:ase of I ndi a and west Bengal 
and wholesale price of medium quality rice in c::ase of &anqladeah 

source - RBI Bulletin for India and statistical Y ear Book for Bangladesh - various issues. 



Table 6,J& Supplr of Rural Ored1t by Term Nature 

(Tk/Rs, m, ) 

IncUoetore ' 411-IIdie 1 Bapgl~deah 1 West Bengel 
' 1971-72 197 -79 Growth ' 1971-72 197 -79 Growth 1 1971-72 1978-79 Growth 

Rate(g1) rate(g1) rete(g1) 
( %) ( %J (%) 

1, Produotlon oredit 7.976 )0,642 18,))"''* 2)) 1,880 )0.29** 91 1, 240 )6.67** 

2. Investment ored1t 1 '61 0 2,406 6. 98 ~* ) 115 48.35* g 11) 45.42** 

). nel ettve aher e ot 

8) Pro~uotion 
o:recUt 83% 92~ 1. 19*¥ 9~ 947- -o. ss 92~ 92% -0.55 

bj I nvestment 
orecU t 17% 8% -S.91 ** 1% 6% 19. 88 8~o 8% 7. 60 

N - - - .. .. - ~ ... - ~ - - .. -- - - ____ ..,,_ - - - - - - - -- - - --- - -- . ._ - - - -..3 
N 

·~ Signiti oent a t 1% leYel, 

* Signtttoent at 5% l eYel, 
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Table 6.4 a RelQ.tiv? .;--;osit.J..:~}n 9J! tci'At! swQly of rtur .:~ l ~e·.Jit i !l t he totc:l cre..~.1 t ~u~e.!l . .bz <:J l 1 ~re..!i t !Gencies (1971-72 to 197a-79 ) 

(U/Ra. i.n raillion) ........... - ......... _~-- ... - --
Particular• ell Jndlo !langladecth 

71-72 72-73 73-74 74.75 75-76 76.77 77-78 18-79 71-72 72-73 73-74 74-75 75-76 76-77 77-78 78-79 

1. Industrial Finance 
(ell agencies) 

2. Houainq Finance (a~ 

3. COOp rative LOng t:erm 
Finance aD) 
( PLDBa & branche• 
of CLDBa and BKB) 

'· SUb-rotal : (Long T~ 
finance 1+2+3) 

5. All othe r Credit OOOp­
eratives(grass root 

1914 

289 

1610 

3813 

21813 

272 

1830 

4280 

3016 4251 

386 613 

1580 1810 

4982 6674 

4330 5886 

803 805 

nso 2790 

6995 

890 

2302 

9258 

1078 

2406 

7283 9481 10187 12742 

level only) (c) 12000 14150 15630 17140 19JSO 27090 23250 27750 

6. $?eciallsed Agencies 
(BKB) 

1. COmnP-rcia l Banks 

8e SUb-tOtcl (Short Term 
finances 5+6+7) 

9• GRA:m TO'r AL (4+8) 

lO.Rure l credit 

- - - - - - - -
53671 63759 80653 91187 117814 137620 162876 198224 

65671 77909 96283 108327 136864 164710 186216 225974 

69484 82189 101265 115001 144147 174191 196313 238116 

(Direct Lendings only) 9588 12555 13357 1 6019 18996 23509 26735 33048 

1l.Rural Credit as % 
Of total IIU;):p&ly 
(10 as ~of 9) 13.80 1 5.28 13.19 13.93 13.17 13.50 13.62 13.84 

12. ~are ··of Rural ~ng 
Term Credit in the 
totel Long Term Credit 42.22 42.$2 

13.Share of Rurel Short 
term credit in total 
Short-term credit. 12.15 13.78 

31.71 27.12 

12.23 13.12 12.30 12.58 13.13 13.56 

2 

2 

3 

7 

126 

94 

2850 

3070 

3070 

236 

7.67 

7.59 

21 

3 

28 

15S 

178 

4523 

4656 

4984 

354 

7.25 

7.21 

~--- .... ~---

31 

12 

5 

48 

133 

135 

6313 

6581 

6629 

291 

54 

30 

7 

91 

1 26 

175 

5917 

6218 

6309 

336 

5.33 

7.69 

5.29 

100 

84 

1 

185 

215 

185 

6924 

7324 

7509 

441 

5.87 

0. 5J1 

102 

133 

18 

253 

189 

382 

270 

214 

56 

540 

336 

500 

567 

559 

115 

1241 

356 

643 

8835 11552 14263 

9406 12388 15262 

9659 12928 16503 

836 1595 1995 

8.66 12.34 12.08 

7.11 10.37 

s.7o 12.42 12.32 
- .,. 

(a) In case of Indian figures include HtJl)C;O es \:liell as COo pt:r ative fiOW;ing SoeietiP. .. ~• And i n c ase <n a .:. :-ql adesh only H·Juse ~ldi ~1g Fin~nce cor .:Jor a tion 
(because COoperative sector had given ve ry metlgre credit far hou:sing ). 

(b) B enq1adesh Krishi Be1nk gives a s:n~11 ;>."rt of its loan a s long term credit e> s such it \."aS shown here - not s s a 1onq term finc.. ncing insti tution. 
! 

(cf) Even if a small part of the PACS' s 1endings are Me<:U.wn 1'ei'1D • it is pss-umred here to be a ll i:ort t&_~:Jll"~llc tiona 
:Ouroea ( i) ADDual. Reporttt o~ aeepactive A.~onoies - varioue 1 e •u•e aDil \ 11) RBI aDd D&il4r~adeah ~ re ~ u e. • 
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T~ble 6.5: Esttmste~ Rural Cre~tt Reggirement in 
Iad1e ea Proportion of Net Value A44eG 

(~) 

Year Agriculture Rural In- Trade and Rural Total 

1972-7) 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

and Allie~ ~uatr1es Reateurent Transport 
aottvtttes 

2l!.)5 

25, 1) 

27.29 

29.59 

)0.89 

29.10 

)0.19 

0.72 

0.72 

0.70 

0.70 

0.69 

0.69 

0.70 

1.)7 

1.37 

1. 37 

1.)5 

1,)4 

1.)) 

1.)4 

1.65 

1.65 

1. 72 

1,6) 

1. 5S 

1. 61 

1.6) 

1). 53 

1).00 

1).00 

12.89 

12.90 

12.)5 

11.95 
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Table 6.6 1 £eti!ated ,@¥&al credit R§guiremente by §!Ctors • Indi§r Beggladeah 6 W!s t Bengal ( 1972-73 to 1978-89 ) 

Agricul­
ture & 
Allied. 
activi­
Uea. 

1972-73 S36n 
(97.77) 

1973-74 64457 

197t-75 45653 

1975-76 78295 

1976-77 84942 

1971•78 91642 

1978-79 9«19 
(97.01) 

ALL INUI,A 
Rur~ ~ade It 
Indue- 1\esteu-
triea. rant. 

408 

(0. 74) 

489 

631 

654 

721 

806 

959 
(0.99) 

639 

(1.17) 

'792 

1073 

1186 

1224 

1407 

1521 
(1.56) 

176 54896 

(0.32) (100.00) 

218 65956 

299 '77656 

306 80444 

331 87218 

378 94233 

435 97334 

(0.45) (l•lOeOO) 

AQrici1• 
ture & 
allied 

ac::tivi-

~••• 

TO .a 
(98.48) 

9995 

20826 

lt867 

15816 

19842 

22338 
(98.08) 

BA.IIIJ LADESH 
Rural STade It 
Iodua- Reatau-
triea. rant. 

21 
(0.29) 

31 

57 

60 

65 

72 
(0.32) 

52 

co. 73) 

89 

150 

145 

139 

171 

201 
(0.92) 

- ~ ,.. ....... ~ ~ ~ ~ - - - ~ ~ - ~ - ~ ~ ~ ~ - - ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ - ~ ~ - ~ ~ ~ ~ ~ ....... ~--

* Wiqurea in the brackets 1Dd1c1~te pe rcent&ge of the total. 

aural 
Trana­
port. 

36 7157 
co. so) (1oo.oo > 

51 10166 

77 21112 

103 15172 

115 16130 

142 20220 

156 22775 
(0.68) (100.00) 

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

Agrid.l­
ture ~ 
allied 
activi­
tiee. 

3624 
(98.00) 

5502 

6637 

6682 

7312 

7682 

18M 

(98.30) 

(1'k~. i n Million) 

Rural 
IDdue­
triea. 

32 
(0.87) 

36 

50 

52 

51 

55 

59 

co. 74) 

WEST B&mM_. 
~ada. 
Jleataa­
rant 

28 14 3698 
co. 76) (0.38) uoo.oo> 

33 13 5584 

17 6743 1 

19 6796 

7433 

51 26 7814 

'' 28 8000 

(0.61) (0.35) u oo. oc 

---------------------· 



(fki'R•· in m1ll~QQ.) 

Year ALL INDIA BA~LADESH WEST BE~~ 
Ru.rel RUral RJual Rural Rural Rurel Rural Rural Rural 
credi~ crecU.t. credit. credit. Credit Credit ~red it Credit erect it 
raqui- aupp1y eupply requJ.n- aupply SU~)ply require- 8Ub)Ply SUpply 
re:nente •• re- menta as req- menta as req-

quire- uirement.a uireme ·-
men)•• nts 

1972·13 54896 12555 22,87 7157 354 4.94 3698 149 4.02 

1973-74 65956 13357 20.25 10166 297 2.95 5584 251 4.49 

1974-75 77656 16019 20,63 21112 336 1,59 6743 367 5.44 

1975-76 80444 18986 23,t0 15112 . 441 2,90 6796 440 6.47 
~ 

lg76-77 87218 23509 26,95 16130 836 5,18 7433 732 9,84 <1' 

1977-78 94233 26735 28.37 20220 1595 1.aa 7814 1050 13,43 

1918-79 97334 33048 33,95 22775 19~5 8.75 8000 135J 16.91 
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CHAPTER VII 

COMMERCIAL BANK'S RURAL BRANCHES IN BANGLAf.ESH 

A CASE STUDY 

In Obftpter III, a maoro-level performance eppraiael 

of the rurel operations of oommerolal benks in both India 

and Bengla~esh ~s undertaken. The present ohapt6r is 

ad~reesed to a CASe stu~y of gress root level operations 

of 69 rural brenohes ot a maJor commercial bAnk in 

Bengle~esh. The case at~dy epecttically seeks to toous 

on: the chareoter1sttos or rural branches, their performance 

in regard to mobilisation of rural ~epostts en~ extension 

of rural oredtt (by their size and age); transfer ot rural 

tunds, it eny, with direction of such transfer; pattern 

ot operetionel costs, altitudes of ~1ral branch managers, 

identtftoetion of factors influencing their attitudes en~ 

locating the nature ana t7pes of problems that the branches 

face in their rural operations. 

A sample ot 15~ of the rural brenobes of Agreni 

Bank as on ~eoemb2r 1979, ls selected from the four 

a~mintatretive ~ivis1ons using ren~om sampling proce~ure. 

It oen be noted here that branches of less then one ye~r 

ot establishment ere exolu~ed. Collection of relevant data 

tor the yeAr en~1ng 1979 from tbe sample brAnches wes done 
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between Maroh an4 July 1980. 

7.2 Chereoteristios of tbe Ryral 8rJnohep 

or the 69 rural branches, 2)~ is from nheke division 

and 27.~%, 22~ end 27.5~ are from Ch1ttagons, Khulne en~ 

RaJahah1 ~1v1s1ons reapeotivelJ. Accor~ing to size, 45~ 

or these branches were small (upto TK. 1 m. deposita}, )0~ 

medium (above Tk. 1m. to !k. 2m.) an~ 25% lerge (sboYe 

Tk. 2 m. deposit;. 

Mean age or the sempl~ orenahes wes 5.4) years; it 

was 2.8) years, 5.79 years end 7.41 years respectively tor 

small, medium and large branches. 

Meen age of the S8tllpl~ breneh menegers waa )2 ~eare 

an~ it wee the asme for ell categories ot branches 

exceptinG small tor ~b1ch it was )1 yeera. 

Average years or experience in the branob of the 

branch manAgers was e little less then 2 years. tt was 

so tn oeae or the m&DP.Gers ot the large branches. But the 

mean years or experience of managers in the tlled1um-atze 

branches was more than ( 2.4 years) an~ the small branches 

was less than tbe overall everage (1.4 yeera). 

Mean employee size ot all the sample branches was 

8. It wee almost the same 1n oeae or me~1um brenohas. 

But the meen employee aize of large branches wes higher 

than the overall average (10) while that ot the small 

branohea wes only ~. 

New brenobes (upto J yeers or ~ge) were )6~ ; 
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middle-aged (about 3 years but not exceeding 7 years} 

were 18% and old branches (above 7 yeers ot ege) were 46% 

(Table 7.1). 

7.3 Mobilisation o~ neposits 

I. Deposit A9ooupts 

The survey reveals that en average-size rural 

branch or our sample bed 2015 deposit ecoounts of which 

S7% was or savings nature. The share ot current and fixed 

accounts in the total number was 12% end 1 ~ respectively. 

trean deposit accounts of small, medium and large branches 

were 1121, 1920 and 3762 respectively. Smell branches be~ 

higher proportion of savings accounts (96%) which decreases 

with the increase in the size of branches. Reverse was 

the esse relating to the proportion of current accounts 

in the total number ot accounts (Table 7.2). 
... . '-: . -- .:--- -·.. : 

. ~ 

II. Amount of Mobilised neposits 

The amount of rural ~eposits mobilised by the 69 

sample branches totalled Tk. 144.9 m., with a per branch 

average deposits or Tk. 2.1 m. Mean deposits ot small, 

medium and large branches were Tk. 1.~ m., Tk. 2.2 m. and 

Tk. 3.3 m. respectively. 

(e) Structure of the -~ounts or reposits 

The share of deposit amounts or savings, current 

and tixed accounts was 57~. 26% end 17% respectively. An 

average-sized rural branch had Tk. 1.1 as savings ~epos1ts; 
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Tk. 0.6 m. aa current ~eposlts an~ Tk. 0.4 m. aa fixed 

depcslts. The proportion of savings ~epostta to the 

tot~l amount or deposita was higher oompare~ to others 

irrespective or the size ot the branobea - 61 ~ in 0888 

ot amell branohea an~ )4~ tor large branobea. The 

proportion ot ourrent ~epostts tn all sizes or branches 

wea between )D~ and 40~. The share ot ttxed depoaita .ln 

the total amount ot repoatts wee the lowest tn brenohea 

ot all stzea. (Table 7. )). 

(bj Deposita bx Qwntr8hip Petterg 

The average amount ot ~epoaits mobilise~ per brenoh 

was Tk. 0.9 m. trom oultivators, Tk. 0.7 ~ trom rural 

tradesmen, Tk. 0.1 m. trom rural entrepreneurs and Tk. 0.4 m. 

from others. The shere in the overell deposita ot 

oultlvators, tradesmen, entrepreneurs, end others was 42~, 

)4%, 6~ and 18~ respectively. Smsll-a1ze brenohes 

mobilised relatively higher proportion ot deposita trom 

oultivetora (Table 7.4). 

(o) nepoaits by Age ot Bragohee 

or the total ~eposits, only 1~ was mobilised by 

new branohes, 16~ by m!ddle-ege~ branches while the largest 

proportion (72~ 1 was mobilised by old brenobes. The meen 

deposita of ~n Average-size~ new, middl•-eged and old 

brenoh were Tk. 0.7 million, Tk. 1.9 rn. and Tk. ).) m. 

respeotlvely. 

An enalysia of the size of ~eposita by age or 
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branobea Shows that S2% ot the new branohee, g~ or middle­

aged brenobes and 6% ot ol~ branohea mobilise~ ~epostta ot 

the atze or Tk. o.s m. On the other band, 8% ot new 

bnnobee, 44~~ or ol~ branohes bed deposit atze ot above 

Tk. 2.0 m. (Table 7. 5). 

(d) Heglonal Pertormanoe ot ~epoatts 

The survey abowa thnt nheka ~ivtsion contributed 

18~ ot the total ~eposits while the share or Ohtttagong, 

Khulne en~ R8Jabah1 dtvfstons was 29,%, 28% and 2S~ 

respectively. Per branoh deposit wee highest tn oaae or 

Khulae division (Tk. 2.7 mj followed by Chtttagong d1v1a1on 

(Tk. 2.2 m.i; tbe lowest Tk. 1.7 m. W8& in case ot r.beke 

dtviaion. Thta suggests existence ot regional i mbalances 

in the moblllsetion ot rural deposits (Table 7.6). 

7.4 Extension ot !\ural Credit 

Tbe aurvey reveals thet .3 branobes out ot the 

sample ot 69, did not start en7 loaning opcrettons. 

Further, or those which aterte4J loaning operet1ona, 25% 

did not extend any farm credit. It is turtber observe~ 

that only 12% ot tb e branches extended some amount ot 

credit tor agJi-maohtnery an~ 1~ provided orec!tt tor term­

related aotivlttes like dairying, p~1ltry, fisheries eto. 

By term oredtt we meen ore~its tor the relAted 

eotivttles tn ad~itton to that tor orop raising end 

non-farm ore~tt tnoludes that tor rural trades, enterprlaes 

and otber orgenisst!. ons eto. 
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I. Amount ot Credit Nxtended 

The amount of oredit extended by the sample branobes 

wss Tk. 62.9 million, ot whtoh 66% was te~ credit end the 

belenoe non-te~ credit. Mean amount ot credit of en 

aversge-si zed rural branob was 'l'k. 0. 9 m. - 'l'k. 0. 6 m. for 

term ore~1t an~ ~k. 0.) m. tor non-term oredtt. Tbe 

overall ored1t-deposit ratlo was 4)%. (Table 7.7). 

Seeds and fertiltaera oomprlaed 60~ of the term 

credit, irrigation and len~ development end agrt-meohinery 

each eo counted tor 7% or tb e tan orecU t. creal t tor 

da1r,y1ng1 poultry end tlsheries oonatttuted onl7 ) fo ot the 

total term oredlt. On th~ other hand, 76~ ot the non-farm 

credit was tor trade or whtoh 49~ was tor wholesale trade 

and 27% tor retail trade. Rural enterprises got 19~ of 

the non-term credit. 

II. Term Nature or Cr~tt 

Term credit tnoludes that tor land ~evelopment, 

agr1-meohinery 1 de1r.r1og 1 poultry en~ pond ~1gging besides 

rural enterprises.• cre~tts ~r ell other acttvttiea ere 

treated as short-term. 

It is seen that ot the oredtt a~vence~ by our 

sample branches, more than SS~ was short term and a aba~e 

less than 12~ was term credit. at the abort term loans, 

74% went to ram aeotor and 29,0 to non-tarm seotor. on 

* Treet1ng ore~1ts tar ell these items as term orealt 
may entell some oYer esttm~t1on. 
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the other ban~, 5)% of the term-loans wee obtained by 

non-farm aeotor. Wean amount ot abort-term orecU t. per 

~ranoh waa Tk. o.S m. and term oredtt Tk. 0.1 m. (Table 

7. 8). 

III. Cret1t Sr sranob Size 

The oeae atu~~ abows that or the total oredit, 45~ 

was extenr.ed by smell branches, )6~ by medium end 19~ by 

large branobes. However, mean amount of oredi t ror me~t 11m 

branobea was highest (Tk. 1.1 m.) follow•~ by small 

branobes i.e. Tk. 0.9 ~ 

Besides, the small~r the branob the higher the 

proportion or farm credit - 13~ tor small branches an~ 6~ 

for large branohea. The proportion of non-farm oredit wae 

the highest for large branobea at 40% and 2)% for small 

branches. 

The mean amount of farm credit waa around the same 

in oaae ot botb me~ium and small brenobes (Tk. 0.1 million) 

while it was onl7 Tk. 0.4 m. in oeee ot large branohea. 

on tbe otber bend, 8Y6rage amount of non-term ored1t per 

branob was higher tn oase of medtum-atzed brenobea 

(Tk. 0.4 a.) oompared to Tk. 0.24 m. in oase of small 

~ranobea. 

Credit deposit ratio was high in oaee of small 

branobea i.e. 65% and ••• only 2~ for larse branohea 

(Table 7. 7 ). 

It la further revealed that 71% of tbe large branobes 



bee! C-T' rstto of less then 2~; the ratio was aroun" 40% 
in oese ot both emall and medium branobea. 'l'he proportion 

ot branches wlth more then 74% e-n ratio wee higher tor 

smell brenohea (16~) and lowest tor large branches (5%J 

( Te bl e 7. 4) • 

IV. credit B7 Ags ot Branohea 

Ot the ore~it e%tende4, 47fo was given by old 

branches followed by m!rldle-aged branches ()1 ~). 

Apparently, oredi t performance ot the old branches was 

better. How~Yer, mean amount of credit supplied by m!ddle 

aged branohea waa hilbest (Tk. 1.o m.) followed by old 

branches (Tk. 0.9 m.}. Farm credit sa a proportion or 
total was blgheat tor new brenohea (82~) end lowest tor 

ol~ branches (58~). 

It la further revealed that mean amount ot term as 

well as non-farm ore~lt wsa highest tn oese ot middle-aged 

branobea followed by old branobes. 

e-n ratio wea highest (84~) ln case ot middle-age~ 

branches followe~ by new branches (78%). It W&S the lowest 

(28~) tn oase or old branches (Table ?.10). 

Further, 69~ ot the old branches bad c-~ rettos ot 

less than )0% wblle ))<,£ ot middle-aged branohes hac! such 

low e-n ratio. On the other han~, the proportion or 
brenohes with above 74% e-n ratio was highest in case ot 

m!d~le-ege~ brenohe• (25~l tollowec by new branohes i.e. 

1~~. Only ~ of the old branches bAd c-r ratio of above 
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74~ (Table 7.11). 

V. Redone! ~\atrtbutton or Credit 

Tbe case atu~~ shows tbet or the total exten~ed 

cres11t 37~ wee tn the Dbake division. end 26~, 2~~ end 

17% wee ~isbursed tn RaJsbab1, Kbulna end Chtttegong 

d111etona respectively. Per branob ~1sburaement or ore~tt 

was also bigb in Ibeka division (Tk. 1.4 m.) followed by 

ReJsh8b1 dlvlaion (Tk. 0.9 m.). Mean amount of credit per 

rural branch was the lowest in Chlttsgong ~tvlston at 

Tk. 0.6 m. 

The highest proportion or oredlt for farm purposes 

was distributed by the branches ot nbaka division (92~) 

and the lowest in Obtttegong ..,lvlslon i.e. 29~... Contrary 

to thla, Chtttagong ~ivieton had a blgb proportion or 

non-terra ore~! t. 

The e-n ratio was blgbeat in osse or branches tn 

rbeka dlvtslon (85~ ) and lowest in Cbittegong dlvlaton 

(26~~ }. C-D ratio ot the branohea ot the other two 

~lvtalona were elmo muob below the target - 46% in oese of 

Rajabaht d1Ylalon end )1 ~ tor Kbulne d1v1alon lTable 7.12}. 

7.5 Transfer of Rural FQPd8 

Henng eppra1aed the performance or rural brenobea 

as to their depoalts and oredtts in the preoeedlng pages. 

we examine here whether or not snd to whet extent trsnster 

of rural tu~s, it sny, was made by our aemple branohea. 

Trenater ot rur~l ~ epos1ts bee been oomputed wlth reterenoe 



to the terget e-n ratio ot 75% aet tor rural branohea by 

the GOB en~ Bangladesh Bank. 

The surve7 reveals that 69 branohea nn~er observation 

he~ loanable deposits ot Tk. 108.7 m. i.e. 75% ot the 

mobilise~ ~epoaita of Tk. 144.9 m. But tb@ae branches bJ 

un~er-loaning operations ere seen to have transferred 

Tk. 45.7 m. from the rural areas to the semi-urban and 

urben Areea. 

(!) Transfer ar Size of Branobea 

Of the amounts trensrerre~ b7 the asaple branohea, 

66% WAS mede b7 lerce branobea and 24% by the medium 

branohea. An average-size~ large brenob trensterre~ 

Tk. 1.a m. while it was ~k. 0.5 m. ln oese ot a medium 

brenoh. Per branob tranater ot ~eposlta was the lowest 

in oese ot snell branohea i.e. Tk. 0.1 m. onl7 (Teble 7.) 

and 7.7). 

(!1) Transfer By Srenobes Aooor~ing to Age 

When tranater ot rural aavings by branohes or 

~trrerent Ages is examine~. it is revealed that 97~ ot 

the amount transferred was me~e b7 the old branches wbtle 

ml~dle-ege~ brenoh~s not only made no tranater but also 

made available Tk. 1.7 m., in addition to tbeir own 

loanable ~eposits. Meen ~mount of transfer by en ol~ 

branob waa Tk. 2.7 m. while it waa onlJ Tk. )8 thousand 

tor a new branoh. Contrary to this, en eversge-stzed 

mlddle-ase~ branch ma~e sdd1t1onel inflow of Tk. 78 thouaend 



267 

into rural areas ( 'l'eble 7. 13). 

(ttl) Inter-seotorel Trpneter 

The tranater ot rural tun~s wee more rrom business 

tollowe~ by agrloulture. Of the totel trens~erre~ amount 

through our sample bnnobea 91" was trom bnstneaa (Teble 

7. 14). 

Th1a fin~tng 1s in sharp oontrest to the general 

belief that tun~ trenafer is more rrom agriculture aeotor. 

The relettvely better loaning tun~s to the agricultural 

sector is e oonsequeno~ or target-oriented eggr~sstve 

orop-loan operRttons pursue~ by the Goa atnc~ 1977. 

(tv} Inter-Re01onal Trans~er 

(a) Int~r-~!1nlatrst1Ye ~ivieional Transfer 

An exem1natt on of the tranater of rural sari ngs 

through our sample branches reveals that there was transfer 

ot tun~s from three out or the rour d!vta1ons; or tbe 

totel transfer, 42~ •~• from Chittagong d1v!a1on, 37~ from 

Ahulna dtvtaton end 21 ~ from RaJshab1. ~n the other baud, 

rbeke ~iviston get an ad~itional tntlow or Tk. ~7 million 

with a per branoh average of TK. 0.2 m. ~ean amount of 

transfer per brenoh WAS more from the Khulne division at 

Tk:. 1. 2 m. followed by Chi ttagons dl vision e.t 'f}::. 1. 1 m. 

(Table 7.6 an~ 7.12). 

(b) Trenater Among Regions With ps.rrerent 
Levels ot ~eTelop~ent 

A further enalysla by different regions eooord1ng 

to their levels of .,evelopmt!nt is attempted. In the 
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abaenoe ot any s~ttled or1terie tor ~eteradning the lev~ls 

ot development, we oategoriae Bangladesh into three* 

regions: developed, developing en~ less developed ~epen~ing 

on the per aore value ed~ed trom agrioulture by d1atriota 

tor the Jeer 1978-79. 1 

It is toun~ that C-P ratio wee lowest to the 

developing t!lstriots (30:%. ) ant! highest in the leaet 

developed d1str1ots. or tbe 58~ of the total fund transfer 

mede by the sample branohes, 48% waa from the ~eveloped 

regions end 39% rrom the ~eveloping r egions. However, per 

brenoh t ransfer was slightly higher from the ~eveloping 

regions (Tk. 0.9 m.) compared to th~ brenohes 1n the 

developing regions (Tk. 0. 8 m.). Per oranch trenater from 

less ~eveloped regions waa the lowest i.e. 0.) m. \ Table 

7. 14}. 

From the above enalya1a 1 we ~ay oonolu~e that there 

wea no inter-regional transf er ot tunds in tbe rural 

Bangladesh; on the other hand, tbe transfer ~aa relatively 

more trom the developing regions end lees trom the leeat 

developed regions. Relatively bfttter credit operetton 1n 

• (a ) 1Jevelopet1 c!1atr1ot§: Noakhal1 1 Chittagong ll.T., 
Uheka, Oomilla, Pabna, Mymanatngh ~ Sylbet. 

(b) neYeloptns dtatrtqta~ Kuatte, Bertahel, Feridpur, 
HaJehebi, Tanse11 and D1Mjpar. 

(a : Less rlevelnpe~ diatrtots: Petuekhali, Jemalpur, 
Hangpur, Bogra, Khulne, Jeaaore and Chi t tagong. 

1. 0 081 Stetteticel Yearbook ot Bengl!Geab, ass, 19SO. 
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the ~eveloped regions cen partly be ettr1bute~ to the 

existence ot higher ~emand for oredtt due to better 

1ntraatructursl tao111t1es in the region while that in 

the leae~ develope~ regions wsa partly ~e to admtn1strat1ve 

pressure ~rom both GOB en~ the Bangleaeah Bsnk. 

7.6 Pattern ot the Operattogal Ooets ot Rural Branchee 

!n the present section, an attempt i.e made to exemtne 

the pettern cr operational oosts or the sample ~1ral 

brenohee nn~ to ~aeess the eoonom!es o~ scale, it any, 

among the rural branches of ~1rrerent sizes. 

~perati onal oosts Rre olass1tled un~ er two hea~a: 

fixed end variable. Fixed costs include rents, retea, 

insurance premiums, lightin& expenses en~ depreoiet1one 

ot the fixed assets. ~n the other hend variable costa 

1nolu~ea payroll expenses end 'others•. 'Other' variable 

erpenees include, best~es interest pa7Ments for deposita,• 

stationary, postage, printing and the like. 

Cost Structure 

The average op~rat!onal costs tor maintaining a 

rural branob wea Tk. 1.2 m. in 1979 ot which 91 % was 

Yer1eble. or the vertable expensee, 62% was for peyroll 

alone. 

The survey shows that average operational oosts of 

e smell branch wes Tk. 67 thousand wbile 1t was 127 

* ntsRggregeted ~ete on other costs including interest 
on deposita were not collected. 
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thousand end Tk. 172 thousand, respeottvely, in oase ot 

en everege-a!ze~,me~ium end large branob. The proportion 

ot tfxed oost waa high in o~se ot smell oranohea (10%) 

while it wee low tn oeee or medium branobea (8~ ). Tbe 

higher proportion ot t1xed ooat (~fo ) tor the 18rge brenohes 

oompere~ to medium branohea oen partly be ettrtbnte~ to 

requirement of relstlvely ~ore speoe an~ turntture tor 

them end partly to more tlxed expenses tor lighting end 

1nauranoe premium tor bigber volume or business. 

It ia also observed that es the size ot the branch 

inore3sed, proportion ot variable ooat on payroll expenses 

1noreaaed; tor exaaple, t his proportion was 56~. 61 % end 

6~ reapeotlvely tor small, medium and lerge brenobea 

( Tttble 7. 1 5). 

eqonomiea of Soele 

An inoreeaed aoele of operation ahoul~ oonter a 

relative adventage by a ~eolf.ne in the per unit operating 

ooeta. Soele economies ere to be aaoerte1ned witb 

reference to output/a~rvioe. But the problem in measuring 

eaonomiea or soale of commercial banks' oper~t1ona lies tn 

the controversy on defining its output/aervtoe. It ts to 

be noted that bank la e mult1-aervioe industry. It is 

relatively easy to eaaesa aoele economies or en 1nduatr,y 

whose output/serv1oe oona1ats or a a1ngle oommodtty/aerYioe 

oona1ata ot a single oommodity/aervtoe or e few of auoh 

wboae 'mix' does not ~lffer appreo1ebly tor a reasonably 
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long time. 
2 

Power , while rMktng a survey of the relevent 

literatures, observes that there exists no egreement as 

to the definition of anm~eraial banks' ontput. However, 

some researchers) treated 'gross revenue•, others 'total 

assets•, some others 'total depostts/edvenoes', still 

othftrs a oombtnat1on or •assets end 11ebtltt1es•, and 

finally some others •number of deposit and loan ~ooounta' 

as a aommero1al bAnk's output. 

~ie do not oonsl-'er gross revenue as output beca,Jae 

accounts or branobes do not reflect the bank level oost of 

2. Power, J. A. flBrenoh Vs. ~nit Bsnklng: 58nk output and 
oost eoonomlea". 
The Southern Eoonom!o Journal, vol. XXXVI, No. 2, Oat. 
1969. pp. 1 5). 

). ( 1) 

\11) 

Benston, G.J. ft~conomies of Scale ot Ftnencial 
!nat1tut1ons~, Rochester, (1970). 

- " - " Branch Banking Economies of Scale", 
Journal ot Finenoe, Vol • .:a, May, 
1965, pp. 312-3)1. 

( t 11} Gramley, .L. r:. "Soale Eoonomt.ea 1n Benkin;c", 
Federal Heserve Bank of Kanaas Cfty,1962,pp.4-5. 

(iY) 

(v) 

(vi J 

Bell, P.w. ~ ~urpby, N.B. "!conomiea o~ Soele tn 
Commeraiel Henk!ng~, Fe~eral ~eserve Bank o~ 
Boston, 1967. 

Longbreake, w. A. •!'rod,Jc ti ve .Efft ot ena:r 1 n 
Cozaercf!l Bonking: The Tmpaat or BR~k Orgentaet1on 
Structure & Benk atze on the cost or oemand 
~epotlt service" Working Paper No. 72-10, 
Washington, Fec!erRl l'eposlt Inaur8noe Corporation, 
U.S. A,, 1972. 

Reo, B. s.R. "Structure of Commercial Banking tn 
In~ia: An Appratael" (Being published by R,B.I. 
Cell in Banking, M. s. ~ntveretty or Baro~ e). 
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!~vertisement, cost or ahere oapitel eto.; the idee of 

taking total assets ea output s eems also not to be sound 

beoauae most of the rurel nrenohes ere house~ in hired 

premises wtth relatively low rent. We thought tt alao not 

proper to ooo8l~er rural brAnobes' number ot loan oeaes/ 

amount of loan 88 out~ut simply beoeuae e meJor1ty of the 

rural branches, unlike their counterparts in the urban 

ereaa, have not me~e eny meaningful hee~wey wttb regerd to 

loan operations. Therefore, we have taken number or 

~epos1t accounts an~ amount or nepoe1ts ea proxies tor 

rural branches' output \n order to make 8 modest attempt 

to e88ess the economies ot aoele emong the rural branches. 

Scale Economies per neposlt Aooqunt 

The survey ~eta show that the smeller tb~ branch the 

higher th~ operating oost per account of ~epoait. Per 

account cost or operation wea Tk. 78 in oaae of a aro811 

br8noh; Tk. 66 per m~1um-a1ze brenoh an~ only Tk. 44 tn 

oese of a large brenoh. The rete ot re~uotion in par 

8ooount ooat ot operetton was rapt~ witb the 1noreese ln 

the e1ze or brenoh. This rete or rec!not!.on in per 8ooount 

oost trom small to medium bruob wea 15% wblle1t was .30~ 

from medium to large branob (Teble 7.17). 

§oele Eqonomies per Tk. 1QQ of bepoatts 

The operating oost per Tk. 100 ot ~epos1ta was 

highest in oaae ot smell brenohea (T.k. o.21} followed by 

me~tum branches i.e. Tk. 5.94 en~ l8rge-aized eranohes 
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(Tk. 5.17). The rate or r8duotion deoltne~ as the size or 

branches tnoreAaed. Such reduction ot coat ot operation 

per Tk. 100 or ~epoait from small to medium branches was 

4.)5~ wblle the rate of reduction was ) times taster trom 

medium to large branohes t.e. 13; (Table 7.17). 

Thus, lt follows from the aboye analysts or our 

sample that relatively lerger br&ncbes enJoyed better 

scale economies resulting from higher volume ot operetton 

ln terms or both number of aooounts and amount ot ~eposits. 

Bref!-eYen Operfttion of Rural aranohet 

We b~ve seen eerl1er that the average oost ot 

maintaining a rural brsnob or our sampl~ was Tk. 120 

thousand. Now, the question is to ascertain the minimum 

volume ot operation necessary to cover thta operational 

coat. In order to escertetn this, tbe following 

assumptions are made: 

(1J That 9~ ot the rural branches' income is generated 

from lending operations en~ the remalntns 10~ from other 

sources like oommtsslons, rentals or lookers etc. This 

assumption ia besed on the pettern of the aouroes ot income 

ot the benk to llllioh our suaple br&nohea belong tor the 

year 1979. Major portion ot the tnoome wes tro• loan 

operations (7~) an~ remaining 21 ~ waa from other eouroea. 4 

But rural branohea msy not h&Ye that high a proportion ot 

4. Agrent Benk, Annual Report, 1979. 



294 

income from other aouroes wbtoh the bank man~ged mostly 

from non-rural areas. As auob, an assumption ia made that 

9~ ot the total tnooae ot the rural branobes is generated 

from only loan operations. 

(11) The sample branches can exten~ loans upto 75~ ot 

their mobilise~ deposits sa desire~ by the Hengladesh Bank. 

{111; The enti"re loan was extendet'! et an lntereat rete 

ot 15~ though the rates of interest vari~d trorn 11 ~ to 17~. 

W1 th the above assumptl on a, 90,; ot the average ooata 

is teken aa BEP costa (Tk. 10S thousand) whioh ia required 

to be matched by income from loan operations. It 1a 

aaoertained that "a total loan volume ot Tk. 720 thousand 

is re(iulred to be exten..,ec1 at 15,0 rate or interest tn order 

to generate en income or Tk. 108 thouaan.,. This volume or 

oredl t i.e. Tk. 720 thousand 1a the break-even point 

credit. It ts ateted earlier that 75% ot the deposita ere 

loeneble deposits. Therefore, in order to extend Tk. 720 

thouaanc! credit a branch has to rnoblllae a minimum amount 

of Tk. 960 thousand ea deposits which tor our purpose is 

term~c! es break-even point ~epos1ta. 

The break-even point computed above is considered 

bJ u• ea an improvement over the attempt made by waahva5 

who, without any assumptions, oaloulated BIP operations. 

5. Wadbva, c.n., Rural Banks for Rural Pevelopment, 
1980, pp. 1)4 & 1)5 and 159-161. 



Assessmen' of the Pertorau~nce ot .£:iranohes by BRP 

A scrutiny or the sample branches in the light of 

the BXP operations shows thet, ot the 69 branches, 87% 

were able to mobilise deposita at or ftbove BKP level While 

64·.~ ot the branches extenoec1 credit at or ebove BEP level. 

It is further round that when ~BP relating to both deposits 

and oredt ts WI!IS oons1dere~, only 62~"' or the branches 

achieve~ the stipulated level. The suryey also reveals 

thRt one ot the small brenohes reached BEP level of credit 

w1 thout realising the aeme tor <' epost t. 

All the medium and large branches were able to 

mobilise deposits at or above BBP level while 29P ot the 

smell branches tailed to achieve the same. v~en break-even 

point ore~it is const~ered we ttn~ that the highest 

percentage the m.e~ium branches were able to achieve wes 

76~ tollowe~ by small branches i.e. 61 ~. Lowest proportion 

ot large branches (53%) wer e able to reach at or abo~e BIP 

level or credit. {Table 7.1S). Thus, notwithstanding low 

performance in regard to BEP depoalts, small branches 

appear to have better orecllt operation compared to other 

atzed brenobes. L1kew1s~, loaning perrormance ot medium­

sized branches was better than tb8t ot large branches. 

7. 7 Att1 tude or the R~gal Branch M8negera 

It is now generally eooepted thet attitudes ~eterrdne 

the level ot perfo~nce. FevourBble attitudes result in 

better pertol"m8noe while poor/•tn!lattstactol"J pertormsnce 



ts oeuae~ by aeget1Ye/in~trrerent ett1tu~ ~s. 

net1n1t1on of Attitudes 

Let1n word 'eptua' tbet referre~ to, 'fitness' or 

'edaptedne ss' g~Ye rise to the modern oonoept of 'mental' 

or motor ettttu~es. A number or euthorlties6 trie~ to 

dertne the term ett!tudes in ver1ons ways. The oentral 

t~ea th~t emerges ts: etttt~~~ is e dispos1t1 nn of min~ 

from whioh motives ere aroused to regot revourebly or 

unrevourably to e part~oular object or to a set or obJects. 

Importenoe of Attttuce ~tudy of the 
Rural 3ranob Manegors 

The idea of using eommero1el banks es agents or 
change for ~trel ~ eYelopment is not only e new but alao 

e obellengtng teak. Vere opening ot brenches ln rural 

areee wttbout mentally preperf.ng the men under whose 

l eederab1p these branches ere being operate~ , will 

ul timately prove to be e self-defeating policy. 

b. ( 1) 

( 11) 

Thomas W.J. & Znanieok1 1 F., The Polish Peasant 
in Europe & Ame rtoa, Vol. I, Boston 1 1918. 

~rener1 !. 1 A riottonery of PsYCbolost 
Pengu1n 1 Ham:nonds Worth !i!:lddleeex,19~b, pp.22. 

{iii) Sernott, I., "Peycboanalttto Theory en~ Sootftl 
Attltu~es", Publ1o Opinion, ~uerterly, 1960, 
p. 24. 

(tv) 

{v ) 

A~nn1 L., sootel Psychologr, Hervar~ nntverstty, 
Gonn Vllley, Austrelee1e Pvt. Lt~., 1969. 

noob 1 w.: "The Behaviour of lltt1tu~e" in 
P1ahbe1n, M ( E~) Rea~tnss tn l ttttu"e, Tbeorr 
en~ Measurement, 1967. 
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A branoh manager is not only tbe exeoutive heed ot 

the branoh but elso the prime mover of idees, thoughts 

end aotions of tbose who work un~er b1a. As suob, it the 

manager's attitude towar~a rural banking 1e poattlve en~ 

It he ts thoroughly oonvinoe~ or the i~ee that ertP-ctive 

servioe through ruzal beaking oan ohange the level ot 

rural ~evelopment, be is sure to oontinue meklns 

oonstruot1 ve efforts elong w1. th the subor(H nato personnel 

w1 tb B view to eob1ev1.ns the max1DI1tm level or operation 

ot the branob. r:n the other bent!, a brenob manager without 

healthy ettttu~es will not onl7 remain indifferent to bts 

responslbllity but also ts o~peble ot tntluenotng his 

subordinates {wbo ere otherwise have healthy Att1tu~es} 

ant! convert their attitudes to bis own. Therefore, a 

positive attitude on the pert ot a branoh meneger is 

essential to pr~uoe t!rive en~ 1nitlet1ve in the 

~Jbort!!netes. Thla will not only enbenoe the level ot 

oper~tton but also will improve the quality of the service 

to the satiateotlon of the ouatomers. 

Rural operetton ot commero1el banks is e new 

erpertment, the suooess/tetlure of wntob largely depends 

on tbe tJPe of attitudes or the aenagers ot these brsnobes 

wbo are supposed to translete into aotton the very 

objeotive ot rural banking. Reporte~Uy, many soo1.elly 

~estrable proJe~ts et home en~ ebroa~ 1n the pest met 

premature ~eetb mainly beeense ot negative or 1ncUtterent 
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ettitu~ea ot thoae obaaged w1tb implementettons. It ls 
$ 

with this r&ttonele, a mo~eat attempt ta made here to 

aasese the sttttu~ea or ~ur sample rur81 brenoh manesers. 

Method ot Attitu~e Measurement 

Measurement ot ~tt,tu~e oan be attemptftd by ~treot 

interview as well ea by in~treot obaerv~t!on. Campbell7 

suggested tour alternatives: 

(1 ) Non-81agu1sed 

(!1 ; N~n-d1sgu1sed 

( 1 ,_1) n1sgu1sed 

(tv) T)f sgu1sed 

atruoturet!. 

non-atrua turec!. 

Struoturea. 

Non-atruoturet!. 

The first two are dtreot methods while the latter 

two ere tn~lreot methode. These alternottvea ere uae~ 

depending on the situation. In a oomparattve rel1ebtltty 

study, lt ls foun~ that direct tntervtew methods have muob 

higher relleb111ty ooetrtoient than indirect observation 

method a. g Therefore, we have a.dopte., al tc.rnati ve ( 1) a a 

• It should be noted that this is not primarily an 
attitude study. dot while examining opinions/ 
perceptions of the rural oranoh menagers as to the 
various aapaota/problems of ~~rel operations, quite a 
numb er of responses oeme as att1tu~e tn~tosttag. Hence 
th1a incidental exercise. The results m~y, therefore, 
be oonstdere~ broa~ly ind1oet1ve snd not oonol~"lYe. 

7. Oempbell, l'·. T., "The IncHreot Assesement or Sootal 
Attitudesft, Psxohologtoel By1lettn, 1950, number 47, 
pp. 25-26. 

8. Likert, R., "Teobn1.que for Meeaurement or Attitudes", 
Arph1vea or Pexobologz, 19)2, No. 140, pp. 34. 
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eboTe 1. e. c.Ureot enc! structured ~ethod in orc!er to meatmre 

attitudes of our ssaple branoh managers. Llkert•a9 

summated aoale teobnl que modified to three soale lnsteA~ 

ot ttve la used to measure a t tituc!es or the r ural brenoh 

managers. This was adopted not only beoeuse 1t ia more 

reliable but else in vt ew or the time end resource 

constraints; it ls toun~ simple10, less oostl7 en~ less 

time oonsu:nlng. 

In all,ten questions were eakec! to the brenoh 

managers in order to measure thetr attitudes. These 

pertain to ~ role or r :Jrsl banking towards rnral c!eYelopment; 

shift rrom security-to prr~uotton-ortentad oredlt; 

1~ent1t1oet1on or responsibility for poor reooYery 

performance; ceheY1our towards small loaneea; suggested 

solution tor the recovery problem; 1nol1netton to stay ln 

the rural areas; opinion relating to the usetulnesa ot 

training; neture or rejeotlon or loan eppliostl on, opinion 

as to the use or supervision ot loan cas~• en~ ~etboda used 

to estimating impact or lean on the tlnenoiel con~ttion or 

the borrowers. 

The three scales used denote poa1t1Ye attitude, 

negat1Ye e ttltu~e or 1n~1rrerflnt attitude. Reaponaea 

9. Likert. R., Teohntgue ot Attitu~e So&le Oonstrnat1on, 
l~aogrew-:ii ll, New York, 1957, pp. 159. 

10. Seashore, S.F. & ~.G. Bowers, Changing the Struqture 
and tunot1ontng or an organtaatlon, Survey Reaearob 
Centre, ryniverstty or Miahigen, 196). 
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in~ioettDg poaltlve attitude, in~ttrerent ettitu~e aDd 

negative attitude are given aoore values ot ) 1 2 and 1 

reapeotively. Aooordtng to th1a method, the highest soore 

value is )0 eaa the loweat soore value ia 10. The obtained 

aoore values are then arranged to denote the nature or 

attitude ot branoh .. nagers trom their responaes to the 

10 queries aa UD~er: 

(a) Positive attitudes - those with aoore value ot 

above 2). 

(bj Indifferent. attitude - those with aoore value or 

17-2). 

(o) Neptive attttuc!e - those wt th soore value ot 

below 17. 

Managers or our aaaple brenohes ere then ranked 

eooordtag to the aoore value obtained by them, with a view 

to oatesorialng thea on the beata or their attitude thus 

iclent1tied. 

It is to be notec! that an7 p-.roho-behevtoural 

.. eaureaent, uot to ~peak ot attitudes, is a mere 

approztution. AllC1 aome tiaea h1shl7 intelligent 

respondents express themselves akllltull7 in a way quite 

c!ltterent trom their eotual feelings. This 11m1tat1on haa 

to be kept in tdnd while uatng the t1n~1nga ot our 

measurement ot attitudes or the aaaple branoh managers. 

B£!DOh Manasera by Netgre ot Att1tgdea 

It is revealed trom our survey that halt of the 
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rural branch managers haYe indttterent attitude an~ nearlJ 

a ~uarter ot them (2.3%) show neaattve attttu~e. Onlr 28~ 

ot the branoh managers exbtbtt poatttve attitude. 

Amoag the managers ot ~ltterent alae brenohea, a 

blgh proportion ot mec!ium-aized branch menegera heYe 

poattiYe attitude ()8~ ) tollowe~ by or small branches. on 

the other bend, a alaeable proportion or the managers or 

lerge-atzed branches reveal negative attitude (.35~} 

followed by msnegere or smell brenobea (22%). Irreapeottye 

ot the size ot the brenoh, •round 50~ ot the managers 

diapleyed indtfterent ettitu~e. When negative and 

in~ttterent ettltudea are oonat~ered together, we obser.e 

that the position ot the managGr& ot large branobea ta the 

worst followed by that of e~all brenobee (Table 7.19). 

Factor! netermtntng ~aneger's Attltgdet 

We may make an Attempt here to identity the teotors 

thet determine auob ettltuaea. In all aeYen personal/ 

organlsatlonel teotora ere oonatdere~ tor examination: 

age ot the manager, expertenoe or the aeneger tn the 

existing brenoh, training ot the maneg~r, size ot the 

branoh, .. plo7ee aize ot the branch; groas aaler7 tnoome 

ot the manager; 1nYol yement of the Dl81l8Ser in looal aon­

politloel orgenisettona like aohoola, oolleges1 oluba aad 

other aoatel essootetiona. 

Chi-Square test (x2) 18 applied to t1nd the extent 

ot aaaooiett on with the aoore value• ot ett! tudes ot the 
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aanagera end tbe var1ablee ateted above. It ie eaoerteined 

that out ot the seven taotora oonaidere~, only three are 

l~entitled •• atcnltioantlr eaeooiated with the ett1tu~e 

ot the manager. Theee ere: age; training ot the manager 

and hla involvement tn tha looftl non-polltloal 

organiaatlona (Table 7.20). 

Relatlve1y rounger managere, perhepa beoauae of 

their progresatve outlook, aeea to have a greeter oonoern 

tor rural development. Trained managers appear to be 

oomparattvel7 more oonv!noed ot the role end responsibility 

ot bBDk towards rural aevelopment. Involvement ot the 

manager with lcoal organisationa fostering a aenae or 

taatlier1t7 and belongingneaa make them reaponaive to tbe 

needs ot the rural people. 

Intluenoe ot the Attitu~ea on the Level ot Performance 

An attempt ta also made to appraise whether level 

ot performance ot the rural branches wee intluenoed by the 

nature or attitude ot the branoh .. aagera. Tbree 

perto~noe lndloatora are oonatdered tor the pu~oee: 

oredit - ~epoett ratio; break-even point deposit and 

break-even point ore~it. 

In order to tind the extent or easoot~t!on ot these 

variables with the aoore veluee or the branch manager's 
2 

attttu~e, Chi-Square (X ) teat ta agatn adopte~. It ta 

toun~ that out or the three pertormanoe ln~loatore two 

are a1gn1t1oantly intluenae~ by tbe ett1tu~es ot the 
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branoh m&Dftgera. Theae perrormenoe ln~foetora 8re oredlt­

depoatt ratio ann the break even point ored!t. (Table 

7.20). It impl1ea that mobil1aat1on ot BEP amount ot 

deposits do not require a1gn!ttoent effort from the side 

or the bankers in th~ rural areas. 

7.8 Peroe!Yed Problems ct the Rural Brenob M~nasers 

Next, en etta~pt ia mede to t~ent!ty the type or 

problema that ere being taoed by the ~Jrel brenoh managers 

in their efforts to augment the beae ot deposita en<' the 

qaentum ot ore41t. The r@spondent managers mentioned tbe 

following important problema: 

(a) The branch managers i4ent1t1ed some problema oommon 

for both JLob111aet1 on ot depos1 ts end extension ot ored1 t. 

These, in order ot rank, ere: unmanageably large oommend 

area enf leok ot suitable end qutok transport teo111tiea; 

inadequate ano untrained atett; leok or ewerenasa among 

the rural people ot bank aerYioea; unsuitable banking 

hours ror the rural ereea; unooordl.Dated tunotlon1ng or 

the almllar ageno1es; c!ele7ed produotion or photographs/ 

rererenoea en~ ineclequate/underdeYeloped lll8rket1nt) oentrea. 

(b) Prpbleme Poulter in th? mob111sat1oc ot DeJ!0&1ta·. 

Laok ot proY1s1on to open foreign e20heuge aooount 

tn the rural 'branches to te1lf 1 t tete rem! ttanoes of those 

rurel people serving in the rddtUe eastern oountr1 es en" 

low rates ot interest on deposita. 

(oj Peroe1Ya~ problems peoullar to only extension ot 
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oredit, in order ot rank, ere: laok or adequate an~ 

tratne<1 tiel~ start to tnvestlgete loan oeaea ln too 

lerge e oomman~ area, 1neb111ty ot a large number ot 

potent tal rural borrowers to ooa1ply wt tb ade~ue te aeonr1 ty 

requlrementa/guarentee/aurety; inadequate loan aanot1ontng 

authority or the rural branob managers; unhelpful end 

1n~1tterent attitude ot the looal lead~rs; Incomplete/ 

lnedeQ.uate tntormsti on 1n loan appltoettons; tnade~Jete 

provision to extend t~rm oredtt and 1rreguler supply ot 

inputs that are uaually proeured by the rural borrowers 

with bank are~1t. 

(dJ Apert trom the above problema, rural bank employees, 

as !n~toated by the branoh manag~rs, ere teoing a number 

ot personal problems like; ebaence of adequate security 

arran~ements tn rural areas; laok ot suitable residential 

aooommo~atlon tao111t1es; lack ot good education 

~aotllties auoh aa aohools end colleges; laok ot any 

reoreattonal tao1ltttes like oluba, parka, end otnema 

houses; non-evetlabtltty ot reliable and qualified 

~uetore en4 required ~ruga when neeoe~; lack of organised 

taoilitiee tor obtetnlng easentlel oommodttlea at fair 

prices; ebaenoe or eleotrloity raellltiea; leok or goo~ 
abopptng oentres etc. 

7.9 Sugge!te~ Solutions For the Peroetyed Problema 

When the brenoh maneg~r• were eske~ to eug~eat 

ault8ble reme~lel ~eaaures ln tbe light ot their 
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experiences and un«!eratant!hag ot the problems, a number 

ot suggestions were put torwerd b7 the respondent msnAgera. 

These are: 

(a) A number ot suggeattona were common tor both 

mobills~t1on ot deposits an~ extension ot credit. These, 

in order ot rank, tnolu~e: 1mme41ate provtalon tor 

auitable transport fao111t1es/oonveyanoe allowance; 

Shtttlng or the branoh to a sutt~ble looet1on suoh ea a 

central plAoe tn the oom~an~ ereB; provision or adequate 

an4 trained start; e~optton or rural-based benk publicity 

to make the people bAnking-mind~; introduction of 

incentive systeM in ceah/ktud/prtze for superior 

performance of branoh/emplo7eea relettng to both deposits 

and oredita; intro4aotton of evening banking s7stem; 

reoonaideratton ot the question of involving local leaders 

tn eaktng reterenoe/reoommendat1on from them tor potential 

bank ouatoaera an~ development ot entrepreneurs end of 

merket oentrea. 

(b) The respondent msn~g'!ra pnt forward some suggestions 

tor 8ugment1ng the ~epoeit base. These are: permission 

to operete foreign currency sooouuta in the rural brenohea; 

requirement of photo ot the potenttal ~epoaitora 8boul~ be 

reoonaidere~ tn view ot lsok ot sutteble photographio 

tac111ttes !.n J'lJrtU. 8reea; erahal4oe:nent of the rates of 

interest on sAYings end tire~ ~~posit~ and &bort-term 

over-~rett tec111t1es. 
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(o) For augmenting the quantum or rural oretU t, the 

manager• me~e a number or ausgeatlons lnoluding the 

following (to order ot rank}: ProY!slon or apeoially 

trained loan as well ea tield lnYeatigating start; 

enhancement or loan aanottonlng authority ot the brenoh 

manager; r~oona1deration ot the policy ot tnvolY1ng 

looal leaders in Ylew ot their non-co-operation; greater 

emphasis on group/proJeot lending; oonaideratton of the 

queatton or genuine DOD-produotlve oooaumer loans; 

proYisioD ot adequ•t• term loan; P~R aot be suitably 

emended to ento~ue reoov•r.r; eaphaata on ooo~41nete~ 

end planned oredtt operation by all tbe egenolea engaged 

tn an area; arrangement ot aome kind ot short tratntng 

tor tbe potential rural borrower• ancl ennrtng regular 

supply ot inputs that are uaually prooured uatng the beak 

loan. 

(d} Relating to peraonal problema peroetved by the 

rural balllt eaployeea, branoh managers eu.ggeated; 

tightening or aeourtty arrangement; proYlatoa tor 

reatdentlel aooommodetton; promotion ot better aohoola, 

oollegea, parka en~ other recreational taollltles; 

proYiaton ot better medt-cere teolllt1es and reasonably 

equipped looel boapttala; taollltlea like aupply ot 

rationed goode; provlalon ot eleotliclty taolllttea, an~ 

development or abopptng centres. 

7.10 Oonoluatog 

The oeae atu~y reveals that ~epostt moblltaatlon 
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pertormanoe waa sood ln oaae of large branohea; amall 

an4 medium -ranobea ba4 raletlvelT poor performance 

relating to mob111aatlon of tlxe4 deposita. It 1a alao 

found that reletiYel7 smaller branohea were auooeaatul 

in moblllalng deposita troa oultlvetora. »epoalt 

mobiltaet1on by the a .. ple brenohea from nheka and RaJaheht 

dlriaiona na lower tban from other dtvtatona. 

The atudT unearths that some of the sample rural 

branohea () in number) did not start anJ loenlag operation 

- even after two 7eera of operation. Farther, 25~ ot 

those wbo were involved ln loaning operations ware faun~ 

not to have disbursed an7 loan till then tor farm 

aot1vttiea. It 1a alao obeervea that deap1te Government 

.. pbasta, oDlJ )~ of the term loan waa 41abursed tor 

dairying, poultry, t!ahertes eto. 

It !.s further not1o~,. that a lion's share of the 

non-fa~ oredit (8)~) waa dlaburaed tor trade. Ot the 

disbursed amount of loan, the proportion of term loan ••• 

aroun~ 1/10th onl7 ana the major portion ot Wbtoh went to 

non-farm seotor. 

It ta esoertaiaed from the surYeJ that while per 

braaoh deposit pertor.aaoe wee better in oese ot larse 

and older branohes, per brenoh or~it pertoraanoe waa 

better in oeae of medium sized end mid~le aged branches. 

tt 1s further aaoertalnec1 that ~hake d1ria1on thoup 

mobilised lowest proportion of deposita but grabbed the 



blgheat proportion of ored1t. On the other hand, a 

atzeable portion ot oredlt diaburaed ln Dheke ~1Y1aion 

baa gone to tars aot1Y1ttea Wb1le in the Ch1ttegong 

d1vtaloa tbe7 reoe1Yed a very smell proportion. Thle 

auggeata abaenoe ot anT credit plannlns - neither tor 

dltterent aottYlttea nor tor ~1tferent regions. 

It la notioeable from our survey that Tk. 46 ~ 
l.e. 32% ot the total mob111aed ~epoalts we~ trensferre~ 

from the rural areas to the urban ereaa. Relet1vely ol~er 

and larger branobes were !mportant ln transtertng the tunda. 

The operational oost or en everece sized rural 

branob was Tk. 1.2 m. or ~ich 9/10tb wsa or v~r!~ble 
nature. Payroll costa aooounte~ tor 57~ ot the total ooat. 

Relativel7 larger branches enJo7e4 b~tter ~oat e~vantege 

oonaldere~ either bJ number ot aooounts or by Amount ot 

deposits. 

It ia found that 87~ ot the branches waa suooesatul 

in moblllaln& SiP 4epoe1ta while 64% or the brenobes was 

able to attain BBP oredit. 

The survey reveals thet the attitu~e ot 3/4th or 
the ~ra.l branoh managers was either negetive or 

lndltterent. ~ttltudes or relatively ¥OUDger manAgPrs, 

who ~re trained an~ involved in the looel non-pollt\oel 

organisations were toun~ better than others. It !s 

nottoeable that the mfn1mum level of d~ostt (BEP} waa not 

dependent on the neture or attitudes ot the managers. 



Howeyer, eYen m!nlmum leyel ot oretlt (BIP) and oredlt­

depoalt ratio were round slanltloantlJ 4epen~ent on the 

aature ot attltufea of tbe brenoh manasera. 

Improper looatton ot brenobes, large oommand area; 

laok ot good oom.uatoatton aa~ inadequate transport 

fao111tles; ahortaae ot tretnea start; ln~ltterenoe ot 

the looal leaders; laok ot proYialon to open roretgn 

OurreDoJ aooount; too many lnoomplete loan applloat1one; 

1nabll1tT ot borrowers to otter salteble and adequate 

aeourlty; llmlte4 loan aanotlon1ng anthor1ty at tbe 

branoh leYel; laok of aultable reet~.atlal aooommoaat1on; 

abaeooe ot good aoboollng taollltlea; abaenoe ot 

r.t1on1ng taollltlea, absence ot eleotrlo supply en4 leek 

ot good ahopplng oentre are some of the maJor problema 

that are reported to be taoed by the aanaaera/eaploJeea 

ot rural branobea. 
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Tablt 7.1 : Characteristics of the rural branchee 

. . . . - . - . . . . - - - - - - . . . . . . . -. --- - . -
Particalara Small Medlua Large All 

Braochea Braacbta Braacbta Braacbta - . - - - - -- - . . -- - - - - . - . . . -. . . . - . . --
1. Average age ot 

brancb (ytara) 

2. Average age of 
mana&er (yeara) 

). Average exper1eace 
or the aaaafer 1a 
the bruch year•) 

~. Averace eaployee 
s1 ae (lumber) 

5. a) lew Braachea 
(upto 3 years) 

b) Middle-aged 
braache• 

)1.00 

1.41 

5.13 

(Above l upto 7 yra.) 

c) Old braacbee 
(Above 7 yra.) 

5.79 7.41 5.43 

)1.84 )2.81 )1.88 

2.39 1.8) 1.84 

7.79 9.70 7.6S 

18j 

- . - . . - . . . . . - - . --- - . . . --- - ---- . - -
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Table 7.2 : Per branch Deposit of ~ccounte by 

•1•• or branchea 
(in number) 

- -. - - . - - . - - . . . - -- . . - - - . - --- - . . . --
Particulara CurreAt 

A/c 
fixed 
A/c 

Total 

- . . -. - . - . --. . . . . - - . -- . - . . . -- --. --
1. Small branchea 

2, Mediua branches 

J, Large branches 

l., Total 

1080 
(9~) 

1689 
(68,) 

)089 
(S~) 

176o 
(67~) 

)6 
()~) 

21S 
(11.) 

617 
(16~) 

2)4 
(12!1) 

s 
(1~) 

16 
(1") 

56 
(2~ ) 

21 
(1~) 

1121 
(10~) 

1920 
(100~) 

J762 
(10~) 

2015 
(10~) 

. -- -- . --- . - . - -. -- . - . --. . . -- . . - - - -
N.B. : Numbers in parentheses are percent&ge to total. 

Table 7.3 : fer brueh !J!9UDt of Deposits by aise of branches 

('Ik. •ooo ) 
. - • • • -- . - - ------- - . . -- - - . ----. - --Particulars Saving we CUr relit 

14/e 
Fixed 
A/c 

Total 

. -- . . . . -. -. -. -. . -. -- - . ---- -. - - - - -
1. Small branehea 854 477 71 1402 

(61~) ()4~) (5~) (1~) 

2. Med1wa brancbea 1048 797 J94 22)9 
(47~) ()6.') (17'/.) (1~) 

). Large branc:hea 1129 1188 1007 ))24 
()4~} ()~} (30'>) (1~) 

4. Total 1100 6oo 400 2100 
( 5Z') (29%) (19~) (10~) 

-. - . - ------ -- -- - . - -. . - - . . - . -. -- . . 
N.B. : ~~bers in parentheses are percentage to total, 
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Table 7.4 : Per branch awount of depotita by owper!hlp aa4 
J1ze or bro9be1 

(Tk. in •ooo ) 
. - . . - . . . . . - . -- - . --. - . . - - . - . . . . --

Part 1 eulars Cult1 vators Entre• Bue1aess Total 
_preneure . - . . - . . . - -. -- . - . . - . . . . . - . . . . - - - -

1. Small brancbee 

2. Medium branches 

). Large branchea 

4. Total 

855 
(61~) 

962 
(4.)~) 

12)0 
()7~) 

900 
(42,&) 

14 
(1~) 

272 
(12~) 

299 
(~) 

100 
(~) 

5)) 1402 
(38~) (1~) 

1005 22)9 
(45~) (100~) 

t~t~, (~~~) 
1100 2100 
(5~) (100~) 

. . - - - . . . . --. - - - . - -. . . --- - - - . . - . -
N.B. : Numbers la parentheses are percentage to total. 

Tibl• z.~ : ProE9rtioD of branches b,x !l•e 2r deeoei~l • 
yewiae 

( ferceata&ee) 
• - • • --• • --- - • - • -- • - -- - • -- • - - - ---Upto 0.6 to AboYe Total 

Tk. • s 2.00 2.00 .. 
• - • - - .. - - - • • • - • ---- • • • - - • -- • • • • --
1. Hew (upto 3 7eara) S2 ,., 8 100 

2. Middle .Age 
84 a (upto 7 J•ara) 8 100 

). 01cl (above 7 •· 6 50 44 100 

Total 2) 52 2S 100 

- - • • -- • • - • - • -- • -- • - • - • • .. • -- -- • - -



Table 7.6 : Regional distributioa of depoa1ta 

----• • • • • • • - • • ---- - - -. • • • • • - • -iepoas Per branch ~ or the 
Amount total 
(Tk, •ooo> ------- - • - - • - . ----- • -- -- -- --• -

1. KHULN.\ 270) 'r'/.98 

2. CRITTAGONG 2168 28.69 

). RAJSHAHI 1881 24.66 

4, DHAIA 1690 16.66 

Total 2100 100.00 

- . -- --- . - . -- -- . - - . - . - . . . - - . . -- -

. . . . . - . - . -- - - . . - . . . - -- - -- --. . . -
Siae of Braacb Fara Non•tarm Total C•D ratio - - . -. - --. . - . --- -. . . . - - - . - (~) • 1: • - -

1. Small 

2. Medium 

). Large 

4. Total 

668 
(1)~) 

70) 
(65~) 

4)1 
(~) 

620 
(~) 

24) 
{2)~) 

372 
() 5") 

28~ 
{4o~) 

293 
()~) 

911 
(100~) 

107S 
(100~) 

715 
(loa%) 

913 
(1~) 

64.9S 

48.01 

21.51 

4).46 

- . - --- - . . - . - - . -. - - -- -. -. -- - --- -
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Table z,g : Distribution 9! Credit by Term !lature 

-. . - . - - - - . --- - - . . - . . . . . . . -- . ---
Pc.rticulare ~ ot the 

Group 
j. of the 
Total - . - - . . -. -- -. . - . - . . -. . - -- - ~ --- - -

A) Short •tel'll 

(a) Fara Credit 

55714 

39)56 

(b) Non·F·arm Credit 16)S8 

B) Term Credit 

(a) Fana credit 

(b) Non•fara credit 

Total 

7259 

)422 

)8)7 

62973 

100.00 

70.64 

29.)6 

100.00 

47.14 

52.86 

-

88.48 

62. so 
2S.98 

ll.S2 

5.4) 

6.09 

100.00 

. --- - - --. - . . . - - . . . -. . . - . --. - - --

Table 7,9 : 

(~ of branches) 

- -. -- - - - -- --. -. -- - . - - - - --- - . - --- -
S1ae of 
bruchee Below 20!1 CrediloDe~-lt Rgt~ 

20j to ~ 1 to 74 7S'it 6. aboYe 'l'otal 

-- --- - -- - - ---- • - • .. • • • • .. • • .. • . -- • - . 
Sa.al1 42 10 )2 16 100 

Mecliua )8 )4 14 14 100 

Large 71 12 12 s 100 

All 48 17 22 1) 100 

• • • -- - - - .. . - .. • • -. -• - -. . - .. -. . - .. - . --



Tablt 7.10 : 

• - • • ---
- --- • -• 

New 

Middle aced 

Old 

Total 

----. - -

tabJ.• z.~;~; • • 

- • -- - --
Age of the 
braacla -- - • - • -
lew 

Middlt aged 

Old 

Total 

315 

fer braD~ Di!tributioa qt Credit ascord191 
to a&! o braachet 

- -----• • ---• - • -• - • - - • -. - -Fara Noa·fara To•al C•D Ratio 
(Tk, tn •ooo) (~) 

• -- • --- - • -- • --- • • • - • • ----
452 102 SS4 77.88 

ll6S 44S 1611 84.49 

547 )64 9)1 28.54 

620 29) 913 4),46 

- - • • - ---- • - • - -- -- - ----. --

Dl•~r!Qut&go of braachel bl 4&•1 acc2rdin1 t2 
C(red1t•Depodt aat.lg 

( ~ ot bruche e) 

- ... ----- • -- -- --• ------- ---
Below 20J 

C•D l!~ij 
$to J to 
40~ ?~f, 

7Bu4 fo~aA 
•••• - • -- • • - • ---. -. -- - • -- -- - --

44 24 20 12 100 

17 2S )) 2S 100 

6) 9 19 9 100 .., 17 22 1) 100 

. - ------ --- • ----------- • -- ---- --
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Table 7.12 : Per branch d1§tr1butiop o£ eredit by reg1opa 

. . - . . - . . - . . - . - -. . -- - . - . . -. - . . --
F~ loa•Farm total C•D Ratio 

(!k, 1D 1000) (~) - - . . . --. -- . . - . . - - . -- - - -. - - - . --. 
Dhaka 

Cb1ttacoag 

Kbulaa 

tlaJahaM 

Total 

1)17 

169 
646 

46) 

620 

120 

409 

194 

4oo 

293 

14)7 

518 

840 

86) 

913 

ss.oo 
26.4) 

31.08 

4S.SS 

4).46 

. --. - . - . -. -. . - . -- -. . . . . - . - . . - . . 

Table 7.11 : Per brancb Deppsit and Credit • Ageyiat 

- ---. - - - . - --. - - - -- - - - - - - - - . - - - -Part1 culare Depoal~ Credt~ 
(Amount ia '000 Tk. ) 

C•D Ratio 

. - - - . -. . -- . --- -. . - . - - - - - -- - -. --... 
Middle agecl 

Olcl 

n2 
189S 

)262 

487 

1SS9 

100) 

68.~ 

82.2'/ 

)O.?S 

- - . . --- - . . - - - - -. - . -- . -. . -. - - - . -
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Table 7.L4 : Deposits and Credit Perfo~oce by Sectgrl 

• • - • • • • • - • . - • • • • • -- • • • • • • • • • -Particulars Deposit Credit C•D Ratio 
(Amount in •ooo Tk.) (~) 

• • - --- • • - • -- • --• • --- ---• • - • -
Cultivators 62100 42778 68.89 

Entrepreneur a 6900 4S5At 70.35 

Business 6. Others 75900 15341 20.21 

Total 144900 6297) 4).46 

---- - -. - • - - • • - • - • • -• --- - - • --

Table 7.15 : Per branch der:sit and credit by reg1oaa 
according to eyela of developmegt 

• - • • -. -• -- --- -- - • -- • • • • • --- • 
fteg1oaa Aver&ge Avera&• C•D Ratio 

Deposit Credit (~) 
(Amount in •ooo Tk. l -- • - -- - • -- • - • • • • - • • .. -- • - • • • -

Developed reaioaa 2588 U27 43. 5S 

Develop1Q& regloae 1976 541 )0.1) 

Leaa•cievelopecl 
1614 9)8 58.12 repoaa 

--- - - • • -- .. • ---------- - - • . -- -

• 

• 

• 

-

-

• 

-

-

-

-

-



Table Z 1 ~6 : Per Branch Cost 9tructure hl 81ze of branch 
(Tk. in •ooo) 

- • • • • • • • - • - • • • - • • • • • • • - - -. • - • • - • . - • . - - • • • • • • --Size of Fixed Var1abl! Cg1t Total 
branches Coat Payroll Others 

. 
Total - - .... - . • • - • • • - • • • • • • • • - . - . - • • - - - • • - • . - • . - • • • • .. 

l, Small 9 (10) 44 (51) 34 ()9) 78 (90) 87 (100) 
2, Medium 10 (8) 71 (56) 46 ()6) 117 (92) 127 (100) 
). Large 16 (9) 107 (62) 49 (29) 156 (91) 172 (100) 
4. All 11 (9) 68 (57) 41 (.)4) 109 (91) 120 (100) 
- . • • . - -- • - --- -- • - • • • • • - -. • • • • • - • • • • • • • • • - - ... . • 

~ • .a. : .Fiburcs in the br((cketa indicate percentaike of total, 

Table {.12 . Per hran~h Costs in relation to D•Rie1t and Credit Ales, as well 
~· "" • .a Amount of both Deeoaite ansi Credi' Q) 

- • • • • • • • • • • • • • - • • • • • • ---- • • • • . • • . • - • • • • • • • . • • -
S1ae of Av, No, Co•ta per Average Coat of Per br&nch Cost per Per Coat per 
branch of depo• deposit No, of loa a deposit 'OO Tk, branch •oo Tk, 

sit account a loaD • per case t •ooo n.) depo•ita credit loa a 
&ccounta caste a (Tk) 'Tk.) ( •ooo Tk) (Tk,) 

• • • • ---• - • - • -• • - • • • • -- • -- • - • • • - • • • • • • • • • - . • • - • 

l, Small 1121 78 184 46) 1402 6.21 911 9.55 
2. Medium 1920 66 22~ 572 2139 5.94 1075 11.81 
J, Large 3762 46 148 1162 ))24 5.17 715 24,06 

4. All 2015 6o 189 6)5 2100 5. 71 91) 1).14 
• - - • • - • -- • --- - . . - • • - - • . - • - • - • • - • - - . • - • - - • - • - --
• No. of loan cases are aot ava : lable • We 8 8Bumed avera6e loan slae 

of Tk. 48)) as 1 s i'ound from the 80 borrower study (~hapter VIII) 
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Table 7,18 : Distribution of the Proportion ot Branehet 
with break•eyen operation• bx size of branchee 

(ia ~) 

- -- - -• . . - - - - . • • . - - • - • . - - . • - - • -
Siae or brallchea BEPD BEPC BBPD • BEPC - -- - -- - --- - --- --- • - • ---• • - • - --
1. Son all 71 61 S8 

2. Mediua 100 76 76 

). Large 100 53 5) 

All 87 64 62 

• • ---• • • ---- • • - • • • ---- • • • - • - • • 

BIPD • Break•eyen poi at de~·OSit 

BEPC • Break•even point credit 

Table 7.!2 • Distr.lbutign of branghes bz nature o{ • 
attitudes 5!f the ~ana~er1 

(1a ~) 

• - . - • .. -- • -- - . • • .. -- . -- - • - - - • ---
Small Kecliua Large Total 

- - --- • • • • • - • - • - • - • - - - • • • • • • ---
1. Positive Attitude 26 38 lS 28 

2. Indif !erent Attitude 52 48 47 49 

). iegative Attitude 22 14 lS 2) 

4. Total 100 100 100 100 

-- - - • ---- --- • - • -- - • • -• - • • - • - --
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Table 7.2Q : 12 value1 Showing Aesoc1Rtloa or tbe Factor• 
to the Att1tudea pf the anagera 

. . - - . --. - . - . -. . . . - . . -. - . - . . - . -. 
Factor• Value ot 1 ---- -. -. ---- -- -. . . -- - . . - . - - . --. 

Attitude Determiatqg Factora 

1. 

2. 

), 

4. 

5. 

6, 

7. 

Age of maaager 

Experience in the branch 

Tra1n1D6 of the mua~era 

Siae of the branch 

f.mploJe• ei ae o£ tbe bru.cb 

Per •ployee eaniags of tbe branch 

Manager iavolvement in local 
organisation• (aoa•polttical) 

Influence of Attitude tg Per!ormanct 

1. 

2. 

), 

C-D ratio or tbe branch 

BEP deposit of the branch 

£EP creclit of the branch 

9.94* 

).OS 

25.7. 

).06 

4,01 

7.22 

26.49·~ 

5. 7S 

11.. ss•• 
- . -. . . - - . . - - - - --. . . . - - - . - . - - . . -
• Significant at ~ level 

•• SigRificaAt at 1~ level, 
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CHAPTER VIII 

COMMERCIAL BANK'S BWAL BORROlt'ERS JN BANGLA't.ESH 

- A CASE STUDT 

The present ohepter ts ~evote~ to e oase study ot 

80 rural borrowers ot oommeroiel ballka ln BaDglec!eah. 

Speoltloally, the oese study deals wltb: Nature and 

oharaoterlst1oa of the borrowers; uae pattern end 

dlvereion, it any, ot the beak loan; repayment performance 

ot the rural borrowers; ldentttloatton or taotora 

erreottug c!!Yeraton of loan (lr made) aa well as those 

taotora influencing repeJment pertarmenoe; end nature and 

tJPea or problema that are being raoed by the rural 

borrowers while dealing with rural branches or oommerotal 

banks in Bangledeab. 

The required Information waa oolleoted rrom So 

borrowers ot 16 rural brenohea of a ooiDIIlerolal bank. 

Branohes ere purpoalYely aeleoted. 7rom eeob of the 

aeleoted rural branobea, 5 borrowers were taken uatng 

random aaapling procedure. Intorm2tlon oolleotec! during 

the months ot June and July, 1980 pertaining to the year 

ending 1979. 
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6.2 SECfiON I 

CHARACTERISTICS Ol BORROWIRS k~n PROCET'UR.lt FOR BORROWING 

6.2.1 gberaote£1tt1oa 

Ohenotertattoa of the oommerotel bank'• rural 

borrower• were e%em1ned from ~lfterent englea: oooupatton, 

alae of len~ hol41QK, e~uoat1on, alze of family inoome an~ 

expen~iture (Table 8.11. 

Ot the 80 borrowers, 77.5% were term borrowers and 

the remaining non-term borrowers. or the non-term 

borrowers, 6)~ were rural tradesmen en~ the remaining were 

• owoera of hendiorafta/oottege in~ustrlee. 

rerm borrowers were oategortaed bT their len~­

boldlnga aa small (upto 2 eoree), medium (aboYe 2 an~ npto 

5 aorea) an4 large (ebOYe 5 aorea). Df the 62 farm 

borrowers )1~ are amall fermera; )~ me~ium farmera and 

remaining )2~ large termers. Inoldentelly, aome of the 

non-farm borrowers were toun~ to haTe lend boldiusa of 

more than emell farmers and none of the non-term borrowers 

were absolutely landleaa. 

Tbe mean age of the 80 borrower• wee 43 rears; it 

waa 44 years tor tel'!n borrowers ant! )8 years for non-tal"'l 

borrowers. 

or the 48 borrowers t~m whom literaoy tntormetton 

oould be oolleote4 1 only 6% were oompletely illiterate; 

• Herelnett~r referred to ee rural entrepreneurs. 
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56~ were below s.s.a. leYel and around 10% he~ sohooltng 

tor 12 years or longer. 

The featly atze ot the respondents Yaried trom ) 

to 18 members witb en ov~rall average of 9. The mean 

r .. tly size or term borrowers was slightly lower than 

overall aYerege While tbat of noa-farm borrowers waa a 

little hieher (10). 

The eyerage alze or earning members of the borrowers 

we a 1. 6S. About 54"' of ·the borrowtDg temtlies bee! only 

oae earning aellber per tamtly while only 6~ ot the tam.llies 

batt earnlaa 11l811bers of more than ). The aYerege atze of 

tbe non-tara borrowera waa more (2.22) oomparea to that ot 

farm borrowers, t.e., 1.66. 

Tbe average size ot loan applied tor ~Y tbe 48 

borrowers wee T~. 9g54 - Tk. )486 tor tara borrowers and 

Tk. 19112 tor non-farm borrowera. The aYerege alze or 

loan applied tor was Tk. 1910, .Tk. 2289 ana Tk. S987 

reapeotlYely tor small, aedium ana large farmers. OD the 

other band, among the non-term borrowers, lt ••• Tk. ))890 

tn oase ot rural tradeaaen ana 9500 tor rural entrepreneura. 

The overall aYerage alae ot loan obtained waa 

Tk. 48)); tt was Tk. 16)2 tor the tarm borrowers and 

Tk. 15859 tor the non-farm borrowers. ~e average size ot 

the loan aeourea by amall 1 medium aad large tarmera was 

Tk. 726; Tk. 940 and Tk. )286 reapeottYely wbtle tbe mean 

atze of loan obtained b7 rural tradesmen and rural 
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entrepreneurs was Tk. 170~1 ana Tk. 9900 respectively. 

More than 64~ ot the term loans belong to the aize 

ot upto Tk. 1000, whtle eroua~ 1)~ ~• ot the size of 

above Tk. )000. I t was toun~ thet 77.5% ot the term 

borrowers got only 26.17% ot the aenotione6 loen. More 

then half of tbe term loan (65~) was oovere~ by the lerge 

termers. 

The average period ot loan tor ell loene was nearly 

a yeer (11.64 montbaJ. It was 11.87 months in oeae ot 

term borrowers ena 10.84 months tor non-term borrowers. 

Onl7 20% ot the total borrowers were able to aeoure loans 

tor e period exoeeaing one yeer. 

The average size ot inoome of the borrowers '~• 

Tk. 19445 - tor the term borrowers tt was Tk. 18622 and 

tor non-tarm borrowers ~k. 22278. The average tnoome stae 

of smell, me~ium en~ large borrowers was Tk. 8979; 

Tk. 1)))5 end Tk. ))865 reapeottvely; tor buaineaa 

borrowers the size wee Tk. 22657 while tor rural 

entrepreneurs 1t was Tk. 22))4. 

The oeae atu6y ot the borrowers reveals that nearly 

12% of the totel tnoome of the 80 borrowers was derivec:t 

from sobe1~1ery oocupettons. or the borrowers, 40% he~ 

tnoome from anbstdtery occupations. Suoh 1noome wea 

earnea by neerl7 44~;, of tbe fal'ID borrowers ant1 28~ ot the 

non-term borrowers. The proportion of term borrower• wbo 

he~ auoh 1noome among smell, medium and large termers wee 



)25 

58~, )5~ end 40% reapeottvely. The eYerege annual 

aubstdlery lnoome per borrower was Tk. 2296 - it was 

Tk. 2592 tor the farm borrowers an~ Tk. 1278 tor the non­

term borrowera. The aYerege annual aube1d1arJ lnoome ot 

small, me~lum and large farm borrowers was Tk. 1642, 

Tk. 1457 and Tk. 4800 reapeot1YelJ. It was Tk. 1133 tor 

bualnesa borrowers and Tk. 2000 tor the entrepreneurel 

borrowers. 

The ayerege annual temlly expenses (current end 

oapttal together) ot the borrowers was Tk. 17920 -

Tk. 15902 tor tam borrowers anc' Tk. 24871 tor non-farm 

borrowers. The mean annual faMily expenses ot small, 

medium and large tara borrowers were Tk. 9559; Tk. 11504 

ana Tk. 26986 reapeot1Yely. Por the business borrowers 

it was Tk. 241)3 and tor the entrepreneurel borrowers 

Tk. 28567. 

Expenditure on too~ ea a proportion ot total family 

expenses of all tbe borrowers wae 7~; farm borrowers had 

the same proportion while non-term borrowers bad a little 

lower proportion t.e. 72~. Tbe proportion ot family 

expenses tor food alone was higheat !n oeae of small 

termers (91 %) followed by medium tal"'D8ra (77%). Suoh 

proportion was the lowest in o&se ot large termers i.e. 71~. 

8.2.2 Proqe~ure 

We present here 1ntormet1on aupplte~ by borrower­

respon~ents on souroes ot 1ntormet1on ot bank aervtoes, 
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knowledge ot bank tormaltttea, aouroea ot help tn ttll!ng 

the eppltoatlon form tor bank loan and .atn terms and 

oon~tttona required to be oomplled ~th bJ the rural 

borrowera. 

a.2.2.1 §ouro• ot IDtor1etton ot Bopk Serytqes 

Table 8.2 ln the appendix shows, 1D order of rank, 

the various aouroea ot lntormatton ot bank aervtoes tor the 

rural borrowers: radio, rural leaders, input auppllers, 

b&Dk eaploJees, Rewa papers, algnboarda, trtenda/reletlvea/ 

nelghboura, otnema alt~es, bank pamphlets, television and 

extenaton workers. It ta noteworth7 tbat baDk emploJeea 

and extenalonworkera are not ~rovldlD& tntormatton to the 

extent eXpected or them resardtna bank aerYloes to the 

rural people. T@le.ta!on ea e aouroe ot lntormatton about 

bank aervloea appears to be 1natan1t1oant because moat ot 

the rural people do not poaaeaa television sets. 

8.2.2.2 Knowledge or Bagk Formalttlea 

we m&J now turn to examine the extent ot tam!lterttJ 

ot rural borrowers with tbe tormalltlea to be obaerved tor 

avetllng or the bank aervtoes. It ••• found that 65~ ot 

the total borrowers (76% ot tbe term borrowers and 28~ ot 

the Don-farm borrowera) had no kDowledge ot baRk tormallttea. 

8.2.2.) Sogroet of Help lq lllllgg Loan Applloattog 

Ot the 48 borrowers wbo turntahed tatormatlon 

relating to aouroea of belp ln tilling loan eppltoatlon, 

44% lndtoeted that theJ themaelvea tilled in the appltoattona 
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while e lerse proportion ot the borrower• (56%) sot them 

tilled tn by others inolu~tng loan brokers. (Table S.)). 

Loan brokers en~ others were use~ more by the term 

borrowers compared to the non-term borrowera. 

8.2.2.4 Terms en~ Qon§it1ona 

(a) Nature ot Seourlty offered 

GOB end Bansle~esh Benk have dlreoted the oommerotal 

benka to follow produot1on-orlente4 rather than eeour1ty­

or1ented approaoh in order to make the bank's ttnanolal 

aeryioes available to a large segment ot the rural 

population, pertloulerly amall/.arainal termers, 

acrtoultural labourers an4 rural artiaana. 

Tbe survey, however, reveals thet sa~ ot the rural 

borrower• offered land aa aeourlty. In oase or tara 

borrowers, thla proportion waa even higher at 97%; some 

tiaes lan4 ta offered as oolleteral along with aome other 

forma of aeourity. However, 19~ or tbe term borrowers 

obtained baat loans against bypotheoetton ot oropa and 

personal eurety/gaarantee. But none ot the small termers 

oould obtain loan agatnat hypotheoetlon of oropa/peraonal 

surety. 

(b) Rates of Intereet 

It is gathered from our aample study that mo8t of 

the loan transaottona carried interest ranging between 11% 

to 17~. Rates ot tntereat varied, depending on the nature 

of tbe programmes an~ regions like tribal eto. 
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FUrther, 77~ of the term borrowers obtetne~ loans 

at an interest rate of 11% to 12~. Rates are higher tor 

apeoiel prosr-..ea Wb1oh require greeter saperYlaton. It 

may be note~ tbat tbe Don-term borrowera aeoure~ loana et 

retea of interest ranllns from 12% to 17~. 

SECTION II 

UTILISATION AND niVERSION OF LOAN 

We ••7 now look into the purposes tor wbtoh oref!tt 

waa obtained by the rural borrowers end th~ pattern ot 

ut111setton thereof. It ooul~ be gatheree from the bank 

(wboae rural brenoh6a an~ oltentele were aarveyed) tbat 
1 tt provi~ee loans tor orop retatng, horttoulture, 

plaotoulture, detrytns, poultry, duokery, tlsheries, rural 

transport, rural eaterpr1aea eto., best~es trftd1t1one1 

len~1Dg ~r tra~e. 

Tbe survey reveala that moat ot tbe borrowers 

obtained loans tor a siagle purpose while some ot the term 

borrowers obtained them tor aore than one purpooe 

(espeotally) relating to their main ocoupetton, none ot 

the non-term borrowers obta1ne4 loan tor more then one 

purpoae~ lurther, loans tor non-trat11ttonal aottvtttes 

like retatng poultry, dairying, duokery, t1abor1 fs eto. 

haYe yet to beooma popular among the borrowers; only 2S~ 

ot the aaaple borrowers eYa1le~ loan tor suob aot1Y1t1es 

1. AgreD1 Bank, Flnanolng of Rural neyelopment, 19SO. 



aa a part of their total loana (Table 8.4). Moreo~er, the 

su~ey re~eala that halt ot the non-term rural borrower• 

secured loans tor their establlabaents in the non-rural 

er~aa. ~h1s ia an exampl~ ot rural tun~ treneter through 

oommeroial benka. 

8.).2 Uses apt ptverston~ 

While the loan a~venced 1s ezpeoted to be utilised 

only tor the purpose tor wh1oh it was obtained, it is 

reported that some loanees divert the loans wholly or 

pertly, moatly tor unpro~uottve purposea. An examination 

or information turnlahe~ bf the SO borrowers reveals that 

a little more than halt ot the borrower• (52.5~) utt11aed 

the loan tor the purposes tor wbioh it was obtained. or 
the remaining 47.~% ot the borrowers wbo dt~erte~ the 

loan, aroun~ 1/5th had diverted tt tully while 4/~th 

diverted the aame perttell7. 

!be pattern ot ut111setion and the ~lrectton ot 

d1vera1on ot loan b7 different oatecor1ea ot borrowers 

are pro~fdad to the Table a.5. Compared to term borrowera, 

8 larger proportion Of DOD-farm borrowers had uttltaed the 

loan to~ tbe deolared purpose•. Ot the term borrowers, a 

relat1~ely high proportion ot medlu~s1ze4 borrowers 

utlltaed the loan for genuine purpoaea followed by large 

termers. Oa the other hand, ot the non-term borrowers, a 

higher proportion ot entrepreneural borrower& made oomplete 

d1vera1on oompared to trade borrowers. The proportion ot 
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term borrower& who partially ~lverted loans waa tour ttmea 

more than tl:loae who matle complete atversioa. or the term 

borrowers, partial diversion was ~ore in case ot small 

termers followed by large farmers. 

8.).) ~lrtottop of rtveralon 

Among the borrowers who completely dlV@rted loan 

tor other productive purposes (OPPJ, the proportion of 

non-fa~ borrowers waa the htgheat. Among the farm 

borrowera, it was more ln oase of large borrowers followea 

by medlum-aized ones. It may be noted that none ot tbe 

small termers made oomplete ~iveralon ot loan tor opp. 

Amoag the non-ta~ borrowers, thla proportion was high In 

oeee or rural entrepreneurs. on the other band, partial 

~1vera1on tor 0~? wee relat1velr more in the oaae or tara 

borrowers compared to non-farm borrowers. Among the term 

borrowers, the proportion waa hisheat ln case ot large 

farmers tolla-e~ by eaall farmera. 

Tbls apart, partial dlveralon tor unproduotive 

purposes wea also more in oese of term borrowers compared 

to that b7 non-tarm borrowers. 0t the farm borrowers, 

lt was highest among the small tarmera followed br medium 

aize6 ones. 

The nature of unproductive purpoaea tor wh1oh loena 

were ~lverted were: food expenses, clothes, eduoetton, 

merrtege, me41oal, ltttgat1on en~ repayment ot ol~ ~ebta. 

On the other hant1, some examples ot productive dlYeralon 
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were: purobeae ot lead, purobeae ot goode tor resale, 

working oepltel tor abopa ~to. 

8.).4 Faosora Reaponalble tor ptyeratgn 

ID an attempt to ldent!ty the teotora eaaooteta~ 

wtth end reeponalble tor ~tveraton or loene tn the rural 

Bangledeab, the tollowiag hJpotheaea are ooneldere~: 

(1) Pereonel obereotertattoa like age, eduoetton, 

oooupatlon, hol~lng atze, temll7 size end nuaber or 

eerntna aeabera or tbe borrower'• tea!l7 have no reletton 

w1tb dlveratoD or bank loana. 

(11} rtnanetal ohereoterfettoa auob •• avatlebtllt7 ot 

aubatdler,r tnoome, abllitJ to .. nage addlttonal borrowtaga, 

extent ot tasfl7 expenditure tor food, repayment of ol~ 

~ebte end atze ot bank loan obtained baYe no dlreot 

relation to dlveraton ot loaaa. 

(t!lJ Feotors relattag to teras and oondtttona auob aa 

aeourltJ' ot loan, perlodloltJ ot loan, rates or tntereat 

end nature of loan (t.e. alngle •/• ooapoatte loan) bave 

no relettonab1p wttb ~tvers10D ct loans; end 

(lYi other related raotora ltke tl.a leg tn obtaining 

loan; tattlal ooat or retalnc loan troa the bank; 

awareneaa ot the borrowers about Yarloue rozmallttea 

relating to baDk end loaD aupervtatoo ere not d!reotlr 

relate~ to the dlYeraton ot bank loan b~ the rural 

borrowers. 

Tbe aboYe hypotheses wben teste~ by using obt-aquere 
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(X2) reveal that the ~ollowing ~eotore In order ot rank 

ere eaaoolate~ with dlveraton ot bank loene; laok ot/ 

inadeQuate auper.taton or loan oases; 1neb111ty to aeoure 

·~~tttonal loan from other aouroes wben bent loena were 

inadequate; blsb proportloa or tamJly expeeaes tor rood; 

inordinate delay tn obtaining bank loan; laok or 

kllowlet!ge or the bank tormall tl ea; lower number of 

earnlag membera per tamll7; b .. rter burden of' aoat of 

raJslag bank loan; relatively htgber level or e~uoatton 

ot the borrowers2 ; relatively lower rates or interest and 

leok or opportunity to earn aubatdter,y tnoome to supplement 

that from the m81n ocoupatton (Table 6.6}. 

8.4 SECTION III 

REPAYMENT ?ERJOlUWTQE 

In the preYioue aeotion, ut111aatlon pattern, 

diversion and feetora associated with ~lversion were dealt 

with. The repayment pertcraanoe ot the aample ot 

oommerotel banks rural borrowers in Bangladesh la examined 

here. Prompt repayment ot exten~ed ored1t ls neoeaaary to 

infuse e aenae of t1nanoiel 41ao1pllne among the borrower 

on one band and preserve and enbanoe the loanable oapaoit7 

ot the rural branohes or oommero1al banks on tbe other. 

Co-operettvea are alrea~y plagae4 by ~ounttng 

2. Similar experlenoe tor educate~ borrowera waa 
reported ln oaae of ln41e b7 Baluswamt N, -ntveralon 
ot Crop ~oaaa•, Indian co-operat1Ye R!Y1tw, 1978-79. 
p. '>5. 
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over~uea tn Bangladesh. Reportedly, oommeroial banks are 

also taoing the problem of recovery. But, to our knowledge, 

there were no studies on this problem. The non-avatlabtltty 

ot any stu~r throwing light on the rural operation11 ot 

oo&~eralal banka at the borrowers level waa regretted by a 

Teaml ot the r AO/World .Bank ( 19f!O). The analysts ot the 

repayment performance ot 80 rural borrowers of a oommeroial 

bank in Benglade&b wblob ls provl~ed here may till the gap 

ln a SJaall way. 

8.4.2 Hepezment capao1tx 

'l'here ls no aettled detin1 tl on or repa;rraent oepeot t:r. 

However, RBI defined repaJmeDt oapaott:r tor abort-term 

loan as 1/)rd ot everage estimate~ value ot gross produoe. 4 

This method ot assessing repayment oapaotty autfera from a 

number ot llmttatlons, viz., lt does not take into aooount 

factors suoh as the family needs, extent ot indebtedness 

ot the borrowers and level or non-term inoome. An 

alternative suggestion la to baae repayment oepaoity on 

marketable surplus. Thla method suttere from the same 

limitations As it does not also take into aooount peat 

indebte~neas and other related teotors that ma7 tell upon 

the ltqu1~1t7 positi on ot the borrowers. 

). ot· the BaD rioultural 
Annexure 4, 

4. RBI, Orop Loan Manual, 1965-66, pp. )1. 
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To overooae the atoreaa1~ ltmitattona we follow a 

method, whtoh oan be naae~ "Lioutdltr ARRro•oh MeJbod". 

Aooordtag to thla metbo~, repaJment oapaoltJ ls tbe axoaaa 

of Inflow over outflow ot oeab during the perto~. It !a 

to be borne 1D ldncY that tbta ta an ex-poet uaaura ot 

repa,aant oep8olt7 an~ will bave the 11m1tettona applloable 

to &DJ Jdn~ of ex-poet aaeeurem.ent. Tbua, 

RC • IF - OJ' 

wbera RC • Rapa~ant oapaolt7 

If • Inflow ot Oaab 

Ol • Ou.ttlow of oeah. 

Inflow of oaah ta 4etel'll1nec! b7 the following lteu; 

(1) Balenoa of oaab of the previous Jeer. 

(11) Inoome from matn oooupation (Nat ot ooat of 

produo tl on) • 

(111) Inoome from aubaldlary oooupatton. 

(tv) Sale proeeec!a of aaaeta, it •D7· 

(v) Loan oontraote~ during the 7ear (1noluc11q 'bet 

from oomaerolal bellka aa .. 11 aa from ot.har 

tnatttutlonal an~ non-tnatltutlonal eouroea). 

Outflow ot oa8h1 on the other hand, depenc1a on the 

following faotora: 

(1) Fam!l7 expenaaa ~urtng the 7aar. 

( 11) Repa.JJ~aat of ole! ctebta. 

(ttl) Ao~u1a1t1on ot eaaeta1 tt ADJ. 

(tv) A oonttngenoy reaerYe of 1~ or tnoome troa main 
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aouroe to oombat prtoe eaoelattona end to meet 

en7 tJDtoreseen expenses in order to matntetn a 

desired le?el ot ltquidtty ot the borrowf.ng 

t•111ea. 

Howeyer, thta method euttera from arbitrary provtalon 

tor oont1ngenoy reserve aa alao from not dlet1ngutabtng 

between essential end tnessenttel 1tema ot temtly 

expen~ttures, wblob Yary trom tam117 to temlly and ln the 

same temtl7 trom time to tlme. Wbtle we are oontt~ent thet 

the ltmitatlone ~11 not aertoual7 etteot our aeaesament 

ot tbe repayment oepaotty, one bee to keep tn min~ the 

ltmitattons mentioned abOYe. 

8.4.) Eattmate~ Rztent ot Repayment Cepe~tty 

en the basts ot the estimated repa7ment oapeott7 

borrowers are oleastttea into three oetegortes: (t) those 

with eqtt1o1ent oapaott7 to pay the duea (SR); (11) those 

who bad •ome but not auttto1ent repa.yment oapeotty to make 

repapent ot all tbe duea (NSR) and (11!.) those who .,td 

not have an7 repayment oepaott7 (~). 

It ia toun~ that, ot tbe So borrowers, 60~ belong 

to SR; 2~ 4!taob to NSR end n. Ot the 62 farm borrowers, 

)~ hea SB an~ about )~ esoh had NSR and D. Estimated 

repayment oepaotty ot non-farm borrowers was rather b~tter 

thaD thet or re~ borrowers - the ~et1o tor the three 

oategortes waa 44% tor SR an4 26~ each tor NSR and D. 

Among the farm borrowera, a high proportion ot large 
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term borrowers (55~) belong to SR tollowe~ by meal~atze~ 

borrowers ()0~ ); only 16~ ot the amall termers bed 

autt1otent repayment oepaotty. On the other ben~, the 

highest proportion ot small termera (58~) haa no repayaeat 

oepaotty followed by met11um tenere ()~· ). Among the 

non-term borrowers, 47~ tradesmen an~ ))~ ot the rural 

entrepreneurs bed sutt!otent repayment oapaotty (Table 

8. 7). 

8.4.4 Agtuel Repayment Pertormanoe 

Repayment pertormanoe ta exem1ne4 both wttb an6 

without regar~ to repayment oapaotty. 

(a l Irreepeottve of Repament Capaot tz 
The surYey shows thAt 67~ ot the borrowers repaid 

either tn part or in full, 6EI% of the total amount fallen 

due. The ~ostt!on tn this regsr~ was better tn oeae ot 

non-term borrowers - 89~ ot the non-tara borrowera made 

repayment of 73~ or the asount due wblle 61~ ot the tara 

borrowers :repata 52~ of the lllllount due. 

Purth~r, 68~ or the amall farmers an~ 61 % or medium 

r~rm borrowers ma~e repayment or emounta clue; howeYer, 

medium farmers repaict 62;& of the amounts c!ue while small 

farmers repaid 54% ot auea. 

Among the non-farm borrowera, 10~ or tbe rural 

entrepreneurs and 87% ot rural tredeamen repaid tbetr auea 

promptly. HoweYer, when repayments es proportion of amounts 

due ere Gonsideretl, we tin" that it was 74% tor rural 
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tredElamen f!lld 66:t. for rurel entrepreneurs. It is evident 

from the preoeedlng analysis or our sample that relatively 

smaller farmers are better rep&Jers (Teble ~.8). 

(b) Wttb Rettrenqe to RepaJmeDt Cepaottx 

It 1a round tbet of the 54 borrower• ~o ma~e 

repeJments, either !n part or tn full, 41 ~ made it with 

SR. ))~ with NSR and little more than 1/4th did ao wltb 

~. The repaTment performance with refereno& to repayment 

oepaotty of the term borrowers wea oloee to that or the 

overall performance. or the )8 f8rm borrowers who made 

repe7menta, 37~ ~td so with SR, )4~ with ~SR end 2~ wttb 

no repayment oepeolty et all. On th& other han~, ot the 

16 non-fa~ repeyers, 50%; )1 ~ and 1 ~ ~eae repayment 

with SR, !~ ana D respectively. 

Among the farm borrowers, lerg~r portion or bis 

farmers (45~) repaid with SR followed by medium-sized 

termers (4)~). In oaae ot small farmers, thia pro~ortton 

W&S the lowest (2)~). t:n the other hand, Ate)~ Of the amall 

termers with no repe,ment oopaclty have repe1~ ~ollawed 

by me ttl wn faraers ( 29% }. cnly g-;;; ot the large ten 

repe7ers ~tb no r epayment oapeo1ty have repaid. 

or the non-rarm borrowers, the proportion ot trade 

borrowers wea more (54%) who repaid with sa compared to 

that or rural entrepreneurs (50~). It is found thet the 

proportion was higher in oese ot rural entrepreneur• (5~) 

wbo repaid with no repayment capeolty oomper&d to that of 
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tradesmen (1S~) (Table 8.9). 

Our a .. ple stuay tbus shows that a h1gb proportion 

ot relat1velJ ameller termers an~ rural entrepreneurs me~e 

repaJaents even it they bad no repaysent oapaolty at all; 

ther ere better repaJers than others oonat~ered 1D this 

atu~. It tollowa h'om the preaeedtng analrsts ot the 

repeJtUeDt pertormsnoe or our sample that c ontrary to 

belter repeTment is not elweyn e tunotton ot oepaotty to 

repaJ. 

8.4.5 Nature of ~efault: ~1ltul or Genuine 

By defaulter, we mean any borrower Who taila to 

repay the amount of loan when it becomes aue ror repa,.eat. 

It 1s round that out or the S&llple 80 borrowers, S8 

defaulted - 45~ of those defaulted tully Wblle the 

remaining were p&rt defaulters. 

An attempt !s mace here to ~iat1nguisb bet ween 

genuine en~ wiltul defaulters. Wil~1l defaulters Rre those 

who do not make repayment 1nsp1te ot euft1o1ent oepacit7 

to repay while genuine ceteultera are those who default 

owing to ineuttlolent or no repayment cepecity et all. 

It is tound that, ot the 58 defaulters un~er oar 

aaaple, 45% were wilful defaulters of whom belt made pert 

repayaent ana the other halt dl~ not ma~e any repayment 

at all. ~ong the farm and non-farm defaulters, the 

proportion ot wilful defaulters was more (46~) in the aeae 

ot the farmer ~efaulters oompared to the latter (40i ). 
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Among the tea detwlters, proportl on of wilful c!etaul tera 

waa aore in oeae ot large ta~era (6)~) followed by me4ium­

aizea onea (5).); the loweat (20%) waa tn oaee ot small 

farmers. Tbia apart, of the wilful defaulters, proportion 

ot tboae wbo defaulted oo=pletely was more in oaae ot 

medium tarmera (68~) followed by large t&r.aers. Here 

again this proportion wea the loweat ())%) in oase ot 

amall tarmera. 

Ot the non-term deteultera, none ot the rural 

entrepreneurs ~etaulte~ wiltully wblle 44.~ ot the rural 

trede ... n ~14 ao wtltully and defaulted atter part payment 

(Table 8.10). 

g.4.6 Yectore Intlueno1ng Repayment Performance 

It oannot be gelnaaid that repa~ent or loan is 

goo~ not only to lender out also to the borrowers 1D 

ul tlute analya!a. As mentioned above, only 28~o ot the 

80 borrowere made ~Jll repayments while the others 

defaulted either partly or tullJ. Aa ooxruuero1al banks 

make loana moatl7 out ot ~epoalt reaouroes, obron1o 

recoyery problem atteats not only their loanabillty but 

8lso Jeopardlaee their llqul~ltJ poaltion. Re~oe, reoover.r 

problem of the oommerotal benka need be atudle~ with • 

Ylew to 14ent1fJ1Dg the taotors relate~ to repayment in 

or~er to take autteble oorreotive eot1ons. 

Wttb thta en~ in Yiew, e number ot YRrlablea under 

tour broad aapeots are ooneidered aa below: 
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(e) Pereonal ohareotertetloa like ege, e~uoBtlon, 

oooupetton, land holding atze ot tbe term borrowers, 

tem!ly size end ramtl7 earning members per borrower. 

(b) Ftnanotal oharaoterlatioa ot the borrowers like 

tnoome, expen~iture, opportunity to earn auba1~1ar, tnoome, 

expenditure tor tood aa proportion ot total temtly 

expenaea, repe7Ment ot old loan, ability to oontraot 

ad~tttonal borr~nga, size ot the bank loan, dlveraion 

ot loan and e%ten~ of rep&Tment oapaoity. 

(o j Tel118 e~ oondi tiona like eeourt t7 ot the loan, 

maturity period c~ loen, rate of interest an~ alagle va. 

oomposite nature ot loan. 

(d) Other related taotora like inordinate delay in 

obtalnlng lo@D from the beak, initial ooat ot ralslng 

bank loan, knowledge/tamlllartt~ ot the borrowers about 

bank tormeltttes and extent ot bank aupervtaton ot loan 

oaaee. 

Chi-square tests (X2) ere applied to identity the 

taotora eaaooiete~ wt th repayment performance (Table '8.6). 

cr tbe 2) teotors constdere~. only the 

following 11 were round to have been a1gn1ttoantly 

asaooleted with rep~ent pertormanoe of the eemple 

borrowers under obserTet1on. 



1. 

2. 

). 

5. 

6.5 

J eotora haTing direot 
Aaaoofatlon 

Benk aupentalon 

Subal~lar.y tnoome 

Eerntng members per 
borrower teall7 

Awareness ot Bank 
tormaltttes/taolllttes 

Rates ot interest 
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Faotors he•tng lnverae 
Aaaootatton - ~ - -- ~ ~ - ~ ~ - - - - - - -

1. In1 tlal ooat ot ralalng 
loan 

2. Papent ot ol~ debts 

). Proportion of tam!l7 
expeneea tor too~ 

4. Size ot tamilJ 

s. nt•laton ot loan 

6. ftme lag in 
loaD 

obtaining 

SECTION IV 

MUOR PRO.BL&MS OJ' RURAL BORROWERS 

HaTing dlaousse~ the ahareoterlettoa ot rural 

borrowers ot oommerotel banks, t belr uae pattern end 

repa,ment pertormanoe, we examine in the present aeotlon, 

meJor problema that the rural borrowers usuall7 taoe, .tz., 

1na4equate loan cover; lnor«lnate aela7a 1D obtaining bank 

loan; tnt tiel ooata t4 raising b81lk loan; unaal table 

ben.klng hours in the rural o on text and harassment by rural 

leaders. 

8.5.1 Inanesuate Lnan QoTer 

FA05 (197~) pointed out that dental ot adequate 

5. FAO, Report ot the Asrioul~urel Qre«tt in Aal~, 
1975, pp. 3-5. 
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amount of loan b7 the involve~ agenotea ultimately proves 

to be e aelt-deteatlng atretegr beoeuae borrowers with 

inadequate loan oover are then roroed to seek a~dtttonel 

loan moatl7 rrom unorganlse~ aouroea divt~lng their 

loJalty and resulting 1n poor reoovery. 

An examination of tbe extent or loan oover made by 

the rural branches or oommerotal banks reveals that the 

abort-tall between loan applied for and that aenotloned 

to an average borrower waa as high as S1%. It was more 

1n oaae of farm borrowers (5)~) than for non-rarm borrowers 

(S~). Among the farm borrowers, auoh abort-tall was 

relativelJ more in oeae of small termers (62~) followed 

b7 medium-sized ones (59~). on the other band, both the 

oategorles ot non-tars borrowers he4 an identtoal 

proportion of abort-tall (49~). (Table 8.12). The 

possible reaaona tor suoh short-tall are: over-statement 

ot the loan applied for; inade~uate aeourity baoklng; 

arbitrary out by tbe bank emploreea eto. 

8.5.2 Ad~ttional Loan 

That loana applied for were not always overstate~ 

is evident by the teot that 55~ or the 80 borrowers bad 

to resort to a~dltional loans. The proportion of borrower• 

taking a~~itiODel loan was more 1n oase o~ farm borrowers 

(~) compare~ to non-farm borrowers (39~). 

Among the term borrowers, e bigb proportion or 

small farmers (7~fo i had to oontraGt a~~itional loan 



343 

tollowe~ by medium termers (52%l. on the other han~, auoh 

proportion waa 67% in oaae of rural entrepreneurs end 3)~ 

tor rural tradesaen. Thla greeter lhorttall tn oeee ot 

small farmers en(! ~1rel entrepreneurs may be partly tor 

seourlty reasons en~ pertly tor poor aoolal oonneotiona 

needed to intl ueno e the bank authori tie a. 

6.5.2.1 Sogroea of A~ditlonal Loan 

It is found thAt of the 44 borrowers who oontreoted 

additional loan, only 9~ got it trom oo-operativea; 43~ 

troa aoney lenders end the r .. atnder managed the same from 

ne1ghboura/tr1ends/relativea. None ot the small farmers 

got loan troa oo-operetives. Tbe proportion ot those wbo 

borrowed trom mone7-lendera was higher in oeae of farm 

borrowers (46~ ) oomparec! to thoae of non-farm borrower• 

(29~). Among the farm borrowers, thia proportion was the 

highest in oeae of small termers (60%) followed by medt~ 

size~ ODes (42~). or the rural tradesmen wbo oontrected 

~~~~ittonal loans, 40~ 41d so from the money lenters end 

2~ from the oo-operettYee. 

It seems mone,lenders ere •'111 prominently extating, 

notwithstanding restrtotiYe laws. Their existence will 

oontinue so long as adequate loen aover (inoludtng that tor 

oonaumpt1on) is not aot1•ely oonsi~ered by the involved 

agenatea. 

8.5.) peleJ8 in Obtaining Bapk LotB 

Jnor~tnete ~elaya 1n obtaining loan, unneoessartly 



inoreeae initial oost ot raistng loan b~a1dea dtaturbing 

the produotion/buatneaa eohet1ule of the rural borrowers. 

Aa auob, delay in sanotton1ng and 'lsburalug the bank loan 

baa beoome a major problem to the rural people. 

tn an examtnetlon ot the per1o8 ot suoh delays, it 

ta toun~ that more then 1/)rd ot the rural borrowers got 

loan tn e perio~ not exoeedtng tour weeka. Delayed 

~tsburaement was more in oaae or term borrowers oompared 

to non-term ones. Further analysts shows that )g~ ot the 

farm borrowers got the loan after a period exoee~ing four 

weeks wblle tbia proportion waa lower tn oaae of non-term 

borrowers ( 18~). 

Among the rarm borrowers. 40% or the small farmers, 

57% ot tbe aedium termers end 15% ot the large farmers 

seoured loan in e period of more then one month. Further, 

all the large termers end all non-tarm borrowers were able 

to obtain the loan within 8 weeks' time. On tba other hand, 

)~ ot the amall farm borrowers and 21 % ot the medium farm 

borrowers aeoured loan tn a period exoeec!lng 12 weeks' time 

(Table S.1)J. 

8.5.).2 Timelx ptsbgraemegte 

To be really uaetul, the loan aboul~ be a•Atlable 

Juat at the time/season wben 1 t ta required. r.t aburaal 

ot loan after the expiry of aowing/hervesttng seeaon 

renders it truttleaa or lee~s to dt•eraton. 

our auney •bows thet 52~ of the 48 borrowers 



345 

1n~1oated that they got disbursement ot bank loan etter 

the erplr, ot the aeeaon. or the 25 borrowers who got 

untimelJ ~tsb~rsement ot loan, 56~ got the aeme within one 

month ot the expiry ot the aeaaon. 

The proportion ot borrower• who got untimely 

~taburaal ot loan was more tn OBee ot tara borrowera (34%) 

oompered to that ot non-term borrower• (22~). Amons the 

tara borrowera, this proportion was high tn oeae ot smell 

tarmera (47,~ ) tollowec! b7 aedlum termers ()0}.). en the 

other hand, ))~ ot the rural entrepreneurs ena 2~~ ot rural 

tradesman obtained auoh 4elayed loans. 

8.5.).) Reeeoga tor UD\imely nisbufseeent 

Del878 in the disbursement ot beak loans are not 

alwaya ~ue to the benk. CD being aeke~, 25 borrowers wbo 

aeoured untimely disbursement identified the following 

reasons (tn order of preterenoe): ineblllty ot the 

borrowers to submit required oertittoates/reoommen~ationa 

()6%); retusl!ll ot the borrowers to give bribe to bank 

employees (20%); dele7s in obteinlDg senotton from the 

reglonel ottioe (14%); an4 1ns1atenoe or the bank to pay 

otr peat loan (4~). Other reaaona inolude~ negligenoe of 

the bank employees, pretension ot the employees to be bu-., 

with otber non-loan activities. alleged shortage of oeeh 

at the branob level eto. 

8.5.4 Initial Coats ot ia1a1ng Lpea 

Inltlel oosts or ra1s1ng loan ooaprtae fees tor 



)46 

applioatton form, registration, tra~elling expenses 

entertainments and bribes to the baDk .. ployeea but exolude 

n0111nal e:xpenaee for interest paJ11eDta. Usually 

unorganised aourofts oherge hi&ber rates ot interest wbioh 

are fixed and relati~ely lower in cese of inatltut1onel 

lenders. However, in oaae or 1natltut1onal loans, we find 

that the ooata involved in the proceaa or getting loen are 

algal tio ant. 

The aur.ey re~eels that average initlel ooat per 

lou ns ft. 207 of wtdoh around 5~ waa for giving bribe 

to the bank emplo7eea and to entertain them wltb acme 

retreahments. Oon~e7enoe ohargea tor tbe loan applicant 

oonatltuted )6% of the total 1Dltlel ooat and the ramaintns 

portion waa tor teea and other expenaea. 

Suoh initial ooats oonatltutea 4.3~ ot the amount 

ot sanotlonea loan tor an average borrower. The ratio wee 

hlS}ler (6. 56" ) tor tal'Dl borrowers ocmpare4 to that of 

noD-tan borrowers ().48~). Among the term borrowers, auoh 

burden of initial ooata was heavier tn oaae or small 

farmers (1~) followed b7 medium termers (1~); ot the 

DOD-farm borrowers, rural entrepreneurs had more ot auoh 

ocate (7~) oomparea to rural tredemen ()~). 

Ktteqtiye COsta ot Borrowt DS 

a, etteotive ocate ot borrowing, we mean ooeta ot 

nominal interest pa7mente plus initial ooat ot reialng 

loan. As stated elsewhere, interest rstes on rural 
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len~inga ot oommerotal banks in Bengla~eab yarled from 

11 ~ to 17~ But tor t.be purpose ot computing etteot1Ye 

ooata ot borrowlag, we aasume4 a rate or interest ot 1 5~. 

It is seen from our aalllPle stu~J tbat loans ot an 

aYerage borrower tor relatlyelJ shorter pertoaa oarr1e~ 

a higher etteotiYe ooat t.e. 24~ p.a. tor 6 months; 19% 

tor one yeer. XtteotiYe ooat of borrowing was higher in 
• Oft&e ot tars borrowers i.e. 2~ (28~) per annum oompare4 

to that ot noa-ta~ borrowers t.e. 18~ (2~). 

Amoag the term borrowers, ertect1Ye borrowel ooat 

wee more in oaae or amall tarmera 1. e. 27% (39%) per annum 

tollowe~ by .. alum tarmera i.e. 25~ ()~~). on the other 

band, nob ooata per anll111Jl were more in oeae or rural 

entrepreneurs i.e. 2~ (28~) oompare~ to rural tradessen 

i.e. 18~ (21~) (Table 8.14). 

The aboYe antJlya1s ot borrowal costa ot our sample 

suggest a that tarm borrower's etrect1 ve coat ot borrowing 

wee more than that of non-tara borrowers. Among the tara 

borrowers, t t ta touad that Slllaller the tamer higher was 

the burden or etteotfye ooat. On the other ban~, ru~l 

entrepreneurs' burden or effective ooat was more than that 

or the rural tradeaaen. 

* ¥igurea in tbe bracket lndioate rates of etteattve 
cost of borro~ng tor loans of 6 month duration. 



g.s.s rraaglteble S.nklps Boura 

Preaent beDklng houra tn .Bancladeah are the same 

tor both urban en~ rural areas. These are: 9-30 a.m. to 

S-30 p.~ (tor publlo transaction only upto 1 p.m.J. An 

attempt ••• .. ~. through the present survey to aaoertain 

wbe\ber the existing banking boura are suitable to the 

rural people. 

The survey reveals that out ot ao borrow@re, 72.5% 

ind1oated unsuitability or tbe present banking hours tor 

\he rural areas. It was toun~ unsuitable by maJority or 

both the term borrower a ( 77rf. ) an~ non-tsrm borrowers (56%) . 

8.5.5.2 Reasons tor Uneqitab111ty 

Moat ot the 58 borrowers, Wbo toun~ present baaktng 

hours unsuitable tor the rural erees, stete~ more than one 

reaaon tor enob unsuitability. These reeaons, in order ot 

tmportanoe, are: inebtlttT to deposit money into the bank 

attar the rural m8rket boara whioh usually en~• around 

7-8 p.m.; loas ot proaucttve work tor the whole dey 

beeauae the ban.ldng hours oo!no1de with 180rk1ng hours 1n 

the field 8Dd ~1tt1oulty in reachtns tbe bank on toot trom 
6 

loq tUatanoe ot 2o-25 miles betore 1 p.m. 

6. Hut}, 'U. N., "Agricultural Credit Soae Related 
Issues•, Journal or the Inatltut! of Bankers, 
Bengls~4sh, Volume 7, 1978, pp. )0. 
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S.5.5.) Sugseated Ryral BenklD& Bogrs 

Borrowers wbo toUAd present banking hours 

unauiteble were eaked to auggeat alternative banking hours 

tor rural areas. Moat of them (7~) preterrea eventas 

banking hours upto 8 p.~ 

8.5.6 Ba£!8f!!Dt bY &gral Leedert 

tieoauae rural branohea ot oommerotal beDka are new 

and rural branch employeee ere not temiltsr ~! th the bulk 

ot the ~~ral populaoe, banka thought it useful to ssaootate 

rural leaders bJ nominating them to the loan oommlttee and 

aaklng referenoea/reoommeDdat1ona/oert1t1oetes from them 

a-out the genuineness ot potential rurel borrowers. An 

attempt was mede through the present aurV6J to tln~ out 

whether or not tb1s involvement of the ~Jrel leaders waa 

helptul to tbe rural bor:rowera. 

It ts getb~r•~ from our surT•J that 79~ or them 

reqntred to seek asststenoe or the rural leaders tn 

oonneotton w1th bonk loan. A l•rger proportion ot farm 

borrowers (90%) had to seek suoh aaatstenoe oompared to 

that ot nou-tarm borrower• ()8~). 

8.5.6.2 nttrtoulttee Experienqe~ 

The surYey reveals that 6)% or tbe borrowers who 

sought eeeistenoe ot the rttrel lee~ers toun~ it dltttoult 

to obtain it. !he nature ot dltttcultlea atata4 by them 

were: eske~ to entertain the rural leaders with refreabaents 

tlme and ageln; lose or pro~ct1ve ~a7a in a~dttion to 
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treYelltag oosta; ~•peated appoint .. nta aD~ proo~aatination; 

ana ftetlng fOr tinanolal benetlt. 

8.6 OONOLlTS10B 

!b~ oeae atu4J ~eveals that news ot oommerclal banta' 

t1Danolel aervtoea reaohed the rural borrowers mostly 

through radlo, rural leaders and Input suppliers; mesa 

med1e like newspapers, televialon ana ctneme slides appear 

to be not eo etteot1Ye. 1trounc! J/4th or the rural 

borrowers were toun~ to be untam111Br with benk rormalltlea 

ena prooe~ures oonneoted ~lth the loan. It is also found 

that only 1/4th of the rural borrowers were helped b7 the 

bsnk employees in tlll1ng their loan eppltoettons; 

majorlt7 ot the borrowers had to seek ass1stanoe ot others 

lnol~~lng loaa brokers. 

The .urvey also shows that ~ore than 3/4ths ot the 

borrowers were farmers Wbo obtetnec! onl7 1/4th or the 

d!s~trse~ loen. Among the farm borrow&ra, large rarmers 

secured loans five times more than small termers aDd three 

ttmea more than me~ium ~ermers. On the other hand, ot the 

noa-rarm loens, 90% went to rural tradesmen elone. None 

ot the non-term borrowers was landless Agrloultural 

labourer~ or ertisans. Sectoral lnequal1t1es ln the 

<Jietri button resul te~ trom leek of oleer out ored1 t 

p18nnlng for vertous rurl!l sectors. The concerned 

euthor1t1es probebly dlreote~ oo~ero1al banks to exteD~ 

loans 1D the rural areas without speottlo allooattons an~ 
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guidelines tor eaob or the eeotors and sub-eeotors. 

Inequalities or loan disbursements among verioua oategorlea 

ot farmers oan pertl~ be attributed to inabilit~ or the 

relattvelT amaller termers to proYide adequate security 

and partly because ot the abaenoe or oleer out guideltnes 

and oredlt targets tor speoit1o asset groups or tbe rural 

people. 

It ta found that a large number ot non-farm borrowers 

having their establishments ln the urban areas seoured 

loans from rural branches. These loans though utilised in 

tbe urban areas ere uauall~ ehown es rural loans. It ls 

also round that mostl~ eduoated/sem1-e4uoated villagers 

obtained loans from rural brenobes of oommeroial banks. 

In a oountry of 9~ tllfterate rural people, thls is not 

a heppT sign. 

The abort-fall between loan applied for and sanction 

wea more in oase of ~arm borrowers compared to that tor 

noa-tarm borrowers, and among the farm borrowers, relativel7 

smaller termers bad wider abort-tells. The reasons tor 

the abort-falls were inadequate eeourlty, over-statement 

ot needs end erbitrar.r reduction by bank emplo~ees. The 

reduction was moatly either for seourlty reasons or 

arbltrar,r,ia evident from tbe teot that SS% ot tbe borrowers 

under oar sample bad to resort to additional borrowings. 

As a aouroe or a~dltionel borrowings, co-operatives appeared 

to be very insignttioent. Relatively smaller termers had 
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to ~epead tor a~~tttonal loan. on moneylenders. 

T1. verst on ot loan was more among the term borrowers 

than non-tarm borrowers. Relattvel7 smeller termers 

~iverted bank loan moatly tor unproductive purposes while 

relettvelJ larger termers an~ trade borrowers diverted tor 

other proauotlve purposes. It ta tcun~ tbat ~tvereton was 

more emoug those borrowers who expertenoet! t!ele7 ln 

~isburaement ot the loan, lnollrrec! e blgb proportion or 

raising oosta en~ une~re about tbe bank loaning taoiltttee. 

It ia also observed that ~iveraton was less among those 

borrowers wbo beoauae or lnedequaoy of bank loan were able 

to contreot additional loana from other eonroes; had 

opportunity to eern lnoome from eubai~i&l'J oooupettona/ 

hed better .upervision by and gutdenoe from bank authorltlee, 

bealdea those who obtained bank loan at relatively higher 

rates of interest. 

The survey reveals the~ 4~ of the borrowers had 

suftlotaat repa7ment oapaoity. RepaJMeDt performanoe was 

better tn oase of non-fa~ borrowers oomperad to that tor 

term borrowers. ~ong the latter, relattvel7 smaller 

farmers were t»etter in regard to repa7ment 1nap1te of their 

often lnsuftlolent or even no repa7ment oapaotty at all. 

Evaluation of repayment parformanoe 1n relation to oapeott7 

abowa that the proportion of w1ltul defaulters was hlsber 

among the large farmers. The proportion ot wiltul defaulters 

aaoug the tam borrowers was more then tor the Don-ten 
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borrowers. It ia round that repaJment performance waa 

better in oese of tboee borrowers Wbo were regulerlJ 

aupenieec! and guided b7 the bellk emplo)'ees; had inoome 

from subalc!lel'J oooupetton; ba" relativel7 more eerntng 

me~bers per taall7; were temlltar with the bank 

formalities an~ obtained bank loan with relatively higher 

rates ot interest. MoreoYer, lt was also better in ceae 

ot those borrowers llbo obtaine~ loan within reaeonabl7 

short time, had incurred leas raising oosts, di~ not dlYert 

loan; were able to contract e~ditlonal loans when bank 

loan was inadequate, whose femll7 alze waa relatively 

small; be~ to spend relettvely low proportion ot temil7 

expenses on food end be~ no past debts. 

The rurel borrowers ere reporte~l7 teeing problems 

auoh ea inadequate loan cover, inordinate oeleya ln 

obtaining bank loan, lnourring heav7 initial costs ot 

ratatag loen, unauitsble banking hours end harassment bJ 

rural leac!era. 

teley tn prooeeaing loan applloattons ~as more in 

oese of smeller termers who eanet1mes welted even 5) weeka 

tor obtaining benk loan. Inability on the pert or the 

borrowers to complJ witb too many cert1f1cates/reoommendationa 

etc., deley in the snnct1on rrom the regtonel office end 

retuaal ot the borrowers to entertain acme of tbe bank 

emplo7eea '111 tb retreahment/bribes are some ot the reasons 

tor del&Jed ~isbursel ot loana. 



)54 

Beoauae of 1nor41Dete delay lD the tlebureement Of 

loana, lnltlal ooata or bor.rowiQS were bieber ln aan, 

oaaea. ltteotlYe borro .. l ooat la found to hawe been 

ln•erael7 related to holding alae aaoas our aaaple tars 

borrowers. Koat ot the rural borrowers susseated 

lntroduotloa ot •••D1aa baaklDC boars tor the rural areas. 



Table 8,11 Characteristic o£ the Sample o£ Commercial. Bank's f}U[al @orrow!£!1 

.... - - .. ~ - ..... - .. - - - - - - .... 4a .. - .... - - -- - ~ .. - - - - - ............ ~ ...... ~ - .. - - ... 

Characteristics Farm Bo!:£Olf!r! ~gn-Farm BgrrgWI£1 Grand 
Small t·lediwn Large Total Business Rural ·rotal Total ... ---------- .... ----~---~- ~ -- ~ - ~ ~ - - ~ ~ ~ - - ~ - ---- - ~ -- ~ --

1, occupations (No.of Borrowers) 19 23 20 62 15 3 18 80 

2, Holdings (in acre) 1.84 3.65 10,50 5.31 5.86 3.66 5.56 5.36 ,, Age (years per borTower) 39 N!t. 45 44 38 35 38 43 
N•10 N•13 N-37 N•9 N•2 N•11 N-48 

4. Education* (years ot schooling) 8.4 s.oo 8,38 7.11 1.33 10,00 7.82 7.27 

5. FamUy eize (Numbers) 9 10 9 9 9 11 10 9 

6, Earning member• (No,) 1.16 1.95 1,6.5 1,66 2.06 3.00 2.22 1.68 \II N•10 N•14 1Ja13 N•37 N-9 N-2 N•11 N-48 VI 
\n 

7. Size of loan applied for• (Tk,) 1910 2289 5987 ~ 33890 19500 19112 9854 

e. Size of loan obtained (Tk,) 726 940 3288 1632 17057 9900 15859 4833 

9. Mean period of loan (montha) 12.21 9.56 14.2 11,87 10.2 14,00 10,84 11,64 

10. Size of annual income (in Tk. ) 8979 13335 33865 1e622 22667 20334 22278 19445 

11, Subaidiary Annual aa ~ of 
total income 18. 29 16,92 14.17 13.91 5.00 9.84 5.74 11,81 

12, Per acre f8l"'D income ( Tk.) 3988 3254 2768 3021 - - - -
13, Annual family expenses ( Tk, ) 9559 11504 26986 15902 24131 28567 24871 17920 

14. Annual ~ood expenaea as ~ of 
total .family expense• 91 % 77~ 71% 76'>' 74% 76~ 72<:' 76% ---- .. · .. --------------------~---~-.-------- .. ·--------

* N • 48, 



Tlble 8. 2 I &OUrcaa Of lnfo~tion in Order Of renJc 

-.11 Nad1wa Large IIOQ-tor. All 
~e~ra ~u.era ~u.era ))or rowers borrower a. 

1. Radio III l I VII l 

2. aural leaders l II v IX II 

3. Input suppliers IV Ill VI IV Ill 

•• BaDk emplo788S VIII lY IV I • IV 

s. News papera VI1l V%11 11 XII • 
6- Sign boards 1Y VI III n y 

7. Wrienda/Rela-
uona/Qld 
borrowers. 11 VI lX VIII VII 

a. CS.neme Ada. VI VIII YUI XV VIII 

9. Bank pamphlets X X VI I VIII 

10. Televisions lU XI XI X XI 

11. Extenaion 
workers VII y X 
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Table 81 l • Sources of assistance in filling up the lou • 
applieati,oaa 

(in %) - - - - - • • • - • • -- • - • • - - - • • • • • • • • - • • • • --Particulars Farm Borro![e£1 Industry/ Total 
Small MediWD Large Total buainesl!l 

• • - - • - • - • . • - . • • -- • - • • • • • • • • --- - • - --
1. Borrowers themselves 40~ 21~ 54> JS~ 64> 44~ 

2. Bank e.;•ployeea 
assisted - 21 j1 19 27 2l 

J. Loan brokers 20 14 8 14 9 13 

4. Others 40 44 7 29 - 22 

5. Total 100 100 100 100 100 100 

ll - 10 14 1.) 37 11 48 

• - -- • . . - • - • - - - - - - - • - • - - -- • • • • --- - •• 

n • Number of respondents 

TabJ.e 8,4 • Distribution of borrowers by purpose of bank loans • -
(Number) 

• • - • - • - - -- • - • - - - -- • - • • - • - - • . ----- • 
Farm Bgrrower1 lon•Farm All 

farticulars Small Medium Large Total Borro• Borrow· 
wer• ers 

• . . • - • . • . -- • - • • • - • • • • - . - - • • - - . -. - -
1. Crop rai s ing 

(seeds, fert i li· 
zersJ irrigatioa, 

62 62 (79. 5) etc. 19 2) 20 • 

2. f isheriea - 2 4 6 - 6 (7. 5) 

). Dairying 6 .) 5 14 - 14 (17. 5,' ) 

4. Tr ade - - • - 15 15 (18.8: .) 

5. Enterprise • - - • ) .3 (3.8: .) 

. . - . - - . -- . - . . . -. . . . - - . - . - --
• Multiple responses 

N. B. : Figures in the brackets indicate ~ · or the total. 



Particulars 

A. COmplete utilisation 
for genuine our~ose. 42.10 56.52 

a. COmplete Diversion 

1) OP? 4.35 
11) UP 10.53 8.70 

c. Partial .DiveraiOft 

1) (JPP + o.)? 8.70 

!1) G PP • UP 31.58 13.03 

lii) OPP + UP 15.79 a.7o 

TOtal 1oo.oo 100.00 

QP~.·~ • Genuine -productive ? Urpose (for \-thich 

O t ) ,..l • other Productive purpose s. 

UP • UhprOdliieti Ve 9ur'OO&e 8• 

B • BUainesa (J:Ure.l) 

1 • 1Dduatr1a a (rural) 

45.00 48.39 

s.oo 3.23 
s.oo a.oa 

30.00 12.90 

10.00 17.74 

s.oo 9.68 

(in %) 

--ret;m aoaOlleU 
8 I T 

66.66 66.67 66.66 

- 33.33 s.s6 - - 16.66 

20.00 - s.s6 

'·'' - s.sa 
6.61 - -

loo.oo 1oo.oo 100.00 1oo.oo 1oo. oo 

loans ware obt.,.t.ned) 

All­
Borrow-

52.50 

3.75 
6.25 

13.75 

15.00 

e.1s 

100.00 

"' ~ 
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2 
Table 8,6 a X y~lue• of £ectora showing uaociat1Qn 

with di.ver•1 >D of bank loan. 

I, 

I' actors Value of 
Qat-Square 

e;raonal Cbaractgriatig 

1) N;Je 3.52 

11) Education 9,09** 

1i1) Ocrcupation 5,45 

iv) Holding size 1.52 

v) Family aize 6.54 

vi) &arni.ftg member• 1.76•• 

II. FinanciAl ch~racteristica 

1) W1th,w1tbout sub-
eidiary income 5.66• 

1i) With/Without addi-
tional bon'OwiDga 49,11••• 

111) Extent of femily 
expenditure for 
food. 18.t4*** 

1 v) 8aJIIIellt of old debt 1.21 

•> Size of bank loan 
Obtained, 3.15 

••• • Significant at 1% level. 

•• • SlqnifJ.cant at 5" level. 

• • Significant at lO~evel. 

F8c:tore 

III, ~Lrg • O"Dttl.­
t ODS 

i) Security of 

Value of 
011-square 

loan. 2.21 

11) i:ler1odicity 
of loan 1,13 

111) aata of Int­
erest 

J.v) Sl~le va. 
~oa1te loaD 0,08 

IV, other aelate4 Foetor• 

1) 1'1me lag 21.41*** 

i1) ID1tia1 coste 

111) Awcrenes• of 
the borrowers 
of bank for:-
mal1tiea 13.18*** 

1 v) auperviaJ.on 
of loaD 26.39*** 



Table 8. 7 : il1 stri but ion ot bank borrower a br the 
extent of repayment eapacitx 

(~ of Borrowers) - . - . -. - . - - - -. . . - . - ---. -- . -. -- . -
Category of Borrowers sa JiSR. D Total . - . . - - . - - - - . - . --. . . . -. . - . . . -- --
All borrowers 

Farm borrowers 

- Small 

Large 

Noa•Farm borrowers 

• Tradesmea 

Rural 
Entrepreneur• 

40. 00~ )0. 00~ 

JS.?o Jo,66 
15.78 26.)) 

)0.4) )9.14 

55.00 25.00 

44.44 27.77 

46.67 26.67 

)).)) JJ,)) 

30.00~ 

)0,64 

51.89 

)0.4) 

20.00 

27.77 

26,66 

)J.J4 

100.00~ 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

-. - - - . . . --- -. . . . - - - . -- . -. - - - . - -
SR • SUfficieat Repayaent Capacity to paJ off the due• 

NS& • Hot sufficient repaymeat capacity to pay off the duea 

D • Deficient, i.e., no repayment eapacitJ at all. 



Table a I 8 : Overall R8E8Yil'leDt Perforrr.ance of bank loaas 

(iD ,) 

. - - - - . . - -- . . ---- - . . - - . . - . - - - . -
Category of borrowera ~epaymeat Performance 

~ 0~ 
borrower• 
(fP • fP) 

Extent of 
~•pa~mente 
(FP • PP) - - - - . . . -. - ----- - . - . - - -- - -. -- - . 

A.. Farm Borrower• 

a) Small 

b) MediWI 

e) Large 

SUb•total 

B. Noa•farm Borr2wer1 

a) Business 

b) Industey 

SUb•total 

c. All Borrowers (A• B) 

- - . - . - -- -- . -

FP • Fully paid 

PP • Partly paid 

68.4~ 54. 55~ 

6o.86 61.70 

55.00 48.02 

61.29 51.64 

86.67 74.18 

100.00 66.)) 

86.89 7).)7 

67.50 67.71t 

- -- . . -.. - . - . . . - -- -



'l'able &.t I Qj.tt£1but1on Of borrP!fe£8 bl[ reptU(!!!eRt p'WrfO.tm~nC!t 

yiS;b rofeomc• to rc;)tment ca~ city, 

(% of the BorroweraO 

category of Borrowers RePAYment per&Q~once at different l evelt 2f 
Reptxment. c ap&ctz 

.a MSR D TOtal 

A• Fam aorrowra 

a) small l'armer• 23,0~ 30, 76" 

1) rt> 25.00 25 ,oo 
ii) PP 22.22 33.34 

b) Medium Pet:mera 42.86 28,57 
1) ,p so.oo 33.33 

11) PP 37.50 25,00 

c) Lorge l'ermera 45.45 45.45 

1) .,p 25,00 50,00 
11) PP 57.14 42.86 

aub-tote1 (All J'ti J:IR 
Borrowers) 36,84 34.22 

1) F? 35.71 35.71 

11) PP 37,50 33.33 

s. NOD-F~em Borrowers 

e) suaineaa aorrowera 53,84 30.78 

1) FP so.oo 33.33 
11) P P. 57.15 28.57 

b) Jndllatr1al aorrowera 33,33 33.30 

1) 1/i? so.oo 00,00 

11) ? P oo.oo 100,00 

Sttb-totel. (All non-farm) 50,00 31.25 
1) FP so.oo 25,00 

11) Pi.> so.oo 37.50 

c) All Borrowers (A+B> 40.74 33.33 
1) .. p 40.91 31,82 

11) PP 40,62 34.38 

- - - ... ~ --~ - - ~ ~ ~ ~ ~~ ~ - - ~ - -- -- - ......... -- ... 
SR • Suffici~nt RepGyment Ce pacity 

NSR • ~ auffici~nt repMyment c apacity 

D • Deficient (-ve) 1.e. nu repayment c~p&c1ty at all. 

FP • FUlly ~cid. 
PP • Partly p~id, 

46.17" 100.00 

so.oo 100,00 ....... 100,00 

28.5'7 1oo.oo 

16.67 100,00 
37.50 100,00 

t,lO 100,00 

25,01 100,00 
oo.oo 1oo.oo 

28,94 100,00 

28.18 100,00 

2t.17 100,00 

15.38 100,00 

16.67 100,00 

14.28 100,00 

33.34 100,00 

50,00 100,00 
01) ,00 100,0 0 

19.75 l oo. oo 
25,01') 100,00 

12.50 l oo. oo 

25,93 1'JO,OO 
27.27 100. ~0 

25.00 100,00 

... ... ~ ... ..... _ _.._.~ .... 



,,, 

• • 
1 PARM B~OWERS 1 1 SON •Afttt 80RROW~as 

-.11 :Media. ..-v• : All ,ax.. : aua1usa : lJadut.zy i 
--------~--PD __ ~_o.r_AL ...... i_m __ PD __ T_or_.u._J_•_o_i'D_T_ott_AL __ m_· _PD_· _~_ar_AL __ !_m PD ~orAL i ft> PO ~orAL 1 

• • • • • • • • 

1 2 J 

5 ., 12 

TOt.al 6 9 15 

•a • hlly nefaulted 

PD • Partly .Defaul-.4 

• J • • 4 10 

J s 8 J J 6 

, 8 1'7 • 7 16 

1J ' 22 0 4 0 0 0 

11 15 2 l 5 0 1 1 .. 2 ., 9 0 1 1 

(lftlllber) 

• 
I • TOtal ' • • 

1'0 PD 'tatAI.. : • 

0 13 lJ 21 

2 6 13 19 32 

2 8 10 26 32 58 



'!'able 8.11 • x 2 
values of vuioua facsora abowina /)laociation 

with Re payment PgrformpncA 

(A) fi£109&1 Cbrracteristic~ 

1) Age 

1i) Educ:e.tion 
111 ) Q:cupl".~ion 

1v) HOlding aiae 
v) Family a1ze 

vi) Earning member per borrower family 

(B) E'DIDQi!l ~t£1Cter1tt&GI 
1) lncorrce uf the borrO\ters 

1i) With or without sUbsidiary income 
1i1) Pamily expenditure 

1v) PrOi' ortJ.on of famil7 ex~nses 

v) u1 version of loan 
vi) aepayment capacity 

vii) .?ayrr•€:nt of old debt& 
vi11) Additional aorrowinga 

ix) s ize of th~ Sunk lo~n 

(C) '.l:eml ~nd conditiona 
i) security of loan 

11) c> ·- d.od1c1ty of loan 

111) Rate of lnt~rast 

iv) Single va. compoaite loen 

(0) ~b~E Relmt~ ChA£acter1§~gl 

1) T ime lag 
11) Initial Cos ta of r aising loan 

iii) Alt'areneaa of the borrowers 
bank fo~alitiea 

1v) superviaion of loan 

• • s i gnificant at 10 % l evel 

•• • S1qn1f icant e~ S S level 

••• • s1qnif1cant at 1 ~ level 

of 

for IOOd 

3.27 
4.24 
6.51 
1.20 

18.58 ••• 
26.93 ••• 

•• so 
17.74 ••• 

3.90 

15.85 ••• 
11.37 •• 
1.82 

14.16 .... 
3.26 

0.66 

0.03 

1.56 
s.so * 
0.63 

7.24 •• 
24.08 *** 

s.ot • 
12.62 ••• 



Table S.l2 : Short f&ll of loan sanet ~ oned in 
relat1oa to t hat ~ppl1ed tor 

(AmO\Ult 1D Tk.) 

- - - .... - . - ---- . --. - ... -. - - - . --·-
Particulars Per Borrower Per Borrower Sbort fall 

1o6~ appli~d loaD 
tor aanctioaed (~) - - - --- ---. ------ . . . . - . --. . - - . . --

( A) Farm Borrowera 

1) Small 

11) Mediu. 

111) Large 

Sub•total 

{S) Non•Farm Borrowers 

1910 

2289 

6981 

)486 

1) Rural Business 33890 

11) dural Industry 19500 

Sub-total )1~92 

(C) 411 Borrowers (~•B) 9854 

726 

940 

32SS 

16)2 

17051 

9900 

158S9 

48)) 

62.0~ 

58.9)~ 

45.09~ 

5).18~ 

~9.69:' 

49.24~ 

50.)6~ 

50.9S~ 

. - --- - -- - . - --. . . . . --- -- . -- - -- - --



Ttblt 8,13 a P't~i!;Ntion o' aor&9Wir• bx Ume ,1151 (Rtlox• i.n obteln1nq loon). 

(~rcen~age of borrowers ) • 

• npn-Fa~ &orFO!Qrt • Time leg in ~ka ltRP eortOW(I • • • • small Medium Luge '1'~1 • lhlainesa lnduatzy Total • All Borrower a • • • • 
lJl:>tO 2 Weeka 10•00 7.14 15.38 10.81 22.22 50,00 27.28 14.58 

Above 2 ~o t wake so-OO 35.71 69.23 51.35 66.67 - 54.54 52.08 

AbOve 4 to 8 week! 1o•00 21.43 15.39 16.21 11.11 so.oo 18.18 16.69 

Above 8 to 12 weeka o-00 14.29 - 5.40 - - - 4.16 

Above 12 to 26 weeka 20!00 14.29 - 10.81 - - - 8.33 

Above 26 wee'ka 10•00 7.14 - 1.42 - - - •• 16 

Tot.al • 100•00 100•00 100,00 100,00 1oo.oo 1oo.oo 100,00 1oo.oo 

D• 10'00 14 13 37 g 2 11 .. 



'rtble a,14a Et'.feotlvc Cos~! of Borrowing by CW@r1fs of Jwrronrt 

AmoWlt 1n 'lk, ) 

- .... - - - - .. - .. - ,. - - - - - - .. - ...... - ., - - e; - - - - ..... - - - .. - - - - - .. - - - -

Particulare if.b!S!tr~ra lft-:'arm!la:mr• All 
SmaUWD~P Total Duaea~usY Total Borrowers --·----·-------·------ .... -... -.... ---------------- .. --~-

1. Average alae ot loan 726.00 94C, 00 3288,00 1632,00 17051,00 9900.00 15859.00 4833.00 

2. Aver88• initial coat 
per iloan 87.00 91.00 144,00 107.00 530,00 662,00 552.00 207.00 

3. Interest coata 
(at 15~ p,a,) 

(a) Fott 6 lllOfttha 54.45 70.50 246,60 122.40 1278.8, 742.50 1189.43 362,48 

(b) For 12 aontt. 108.90 141.00 493.20 244.80 2557.65 1485.00 2378.85 724.95 

4, Total ooata (2+3) 

(a) ~·or 6 months 141.45 161,50 390.60 229.40 1808,83 1404.50 1741,43 569.48 

(b) For 12 •ontba 195.90 232.00 637.20 351.80 308'7.65 2147.00 2930.85 931.95 

'· lntereat coat aa 
" of total coat 

(a) For 6 aontba 38.49 43.65 63.13 ,,,36 70.70 52.66 68.30 63.66 

(b) For 12 aolltba 55.58 60.76 n.40 69.58 82.83 69,17 81.16 71.79 

6, ntteotivo annual1aed 
costa ot borrowlnga 
aa " AY. loana 
{4 aa ~of 1) 

(a) For 6 aontba 38.97 34.36 23.76 28.11 21,22 28.37 21.96 2,.,7 

(b) For 12 montha 26.98 24.68 19.,a :n.56 18,11 21,69 18.48 19.28 

., - ---.. ., -- .... -- -- .. - - .. -- ... - ---.. -.. -.... - .. ---.... --~ ---- .. -,.. .. 

• Since •oat ot the ·rural lend1np of eomraerc1al banks are o! short term 
nature we did not oonaider any term loan ease. Again, among tbe abort teraa 
loena moat ~f the .easos arQ either tor 6 months or tor 12 months and hence 
theae two ~erioda were oonaiderect 1n o~OI.llat.t.ng e!!~t1ve borrow1Dg coata • 
.&lt ettact.ve c""at tor tera J.oan will be lower than aho.rt term loana. 

\A 
~ -a 
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QHAPTER IX 

QONQLnSIONS ANn POLJgy SUGGESTIONS 

9.1 CONQLrySJONS 

A oritioal appraisal ot the ~lreot en~ 1nd1reot 

B£enoles involved in rural tlnenoe both in India and 

Bangladesh and a separate examlnfttton ot the rural 

operatloua ot Bangladesh oommerolal banks with the help ot 

e oase atudy (69 rural branobea ana ao rural borrowers) 

l ea d us to ~ke the following important ocnolud1ng 

observat1ona. 

( The problems of rural finance were well·un~eratco4 

and appreo1ated b7 the Goveraments ot both the oountrles 

es ls evident from their ettorts in proaotlng a number ot 

sui t eble lnstl tutlona a a also trom appclntme.nt or a DWRber 

of oommi ttees/workin& groups to look into the rural oredi t 

situation in general and workings of apeoltled agenolea 

and poltotes in part1oular. . However, the oommitteea 
I 

appointed by GOD were 9rimsril7 of faot-tlndlng nature 

while CO! committees made a hoat ot &Ubgestlons in tbelr 

reports. A number ot suggestions made by earlier 

oomm1ttees were, of oourae, repeatea b7 subsequent 

oo!Ilnlittees ln India, slgnif'Jiog ebsenoe of or inadequate 

lmplementetl on or these. Another re~ture we notloe ia 

that most of the oom1jlttee repcrta laok problem-oentere~ 



a.aluatton auoh ea overdues 1 ore~tt delivery system, 

attitudes ot the personnel ot the Involve~ egenotea eto.; 

rather they were largel7 tn the nature ot pertoatoel 

review, ot the general situation. None ot the GOB 

oommltteee looked tnto en7 auob apeottte problem while 

there were onl7 a few in Indte. 

Cne important oonol•1alon that oomee out trom the 

atud7 is the laok or etfeottve ooverag~ ot oo-operattvea 

1n the two oountrtea. Erpana1on ot brenobea ot BKB, RRBa 
I 

end oommerohtl banks ooul~ not 7et tMke a aign!ttoant c1ent I 
tnto the attuatton. This ta ~Tident by low ooverf'Jge ot 

rural population by borrowing "eiOershtp.\ The tardy 

growth ot borrowing membership per beotsre ot GCA also 

underlines the inadequate etteottve ooverage. Tbe 

proportion ot non-viable an~ ~oraant aootettea/baDka to 

the total waa larger tn Bangledeab oomperet! to Indta. It 

appears that reorgentaetton ot oo-operetlvea 1n Indte to 

weed out inetteottve or dormant ones ta still to be 

oompleted while no step in thla regard 1a known to h8Ve 

been taken in oese ot Beng1Rc1esb oo-operettvea. 

Although, there was a brisk ooverage ot rural areae 
, 

by oommerolal banks branohea tn both the oountrlee, an 

enelyata ot their performance lnt!toates exlatenoe ot large 

number ot non-viable branches in both the oountr!ea. 

Beatdes, BKB branobea ha Buglttc!eah an-' AR~C otfioea tn 

Inc'1a were tound unevenly -'lstrt butec1 allong th8 vert oue 
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res1oaa. 

{ The amount or rural ~epoalta mobll1aed by all tbe 

ageno1ea together 1n Bsnsledeah an~ Iaata msJ be oonaldered 

small 1n view or the rising per oepite inoomea, per beotare 

tnoomes end rete or rurel ssvlnga. ) The pertormsnce ot 

co-operetives 1n India 1n regard to mob111setton or 

~eposlta en~ thet ot BKB end oo-operetlves in aengladeab 

was poor oomperea to that of commerolal banka in the two 

countries. However, reposlt performance or D&n~ladeab 

co-operatives (where a new kind ot co-operetives on tbe 

Com11le MOc!el waa developed) was relat1vel7 bettflr thaD 

their c ounterperts 1 n India. P'urther, depoal ta mobiliaed 

by BKB were round to be ler&el1 ot dea8lld type eJld the 

proportion ot time deposits in the total wea obs~rYed to 

have declined over ttme. 

It is further revealed that, besides BKB in 

Bengle~esh, oo-operat1ves tn tbe two countr1ea have 

continued to depend e1gnlf1oantly on borrowed tunda. luDda 

made available through rertnanoe were irregular to 

co-operatives in Bengledesb. This epert, unlike ~TOa 1D 

tn~ie, Bengle~eab LTCs en~ BAB di~ not tap the reaoaroea 

from open msrkat by sele or bonds/debentures despite legal 

aenct1on. The co-operet1ves rules in both the oountrtee 

provide for invest~ent ot e certain proportion of tun~a 

tn an spprove<! menner. Both PACS an~ LTCe 1n aaD&).edeah 

were, however, observed to have aede muoh more~non-loeD 



371 

invea~ent than required, reduoins not only tbetr 

loaaebility but eleo ~epreea1ng the ret• or return that 

theJ oould have obtained on loan investments. 

~ur estimates tor the two oountr1ee ebow that there 

ex1ats quite a wide gap between requirements end 8otual 

aupply or rural orett1 t. Tbe gap, however narrowed t!own in 

India to 66% 1a 1978-79 from 77~ in 1972-7) and in oaee 

of Sanglet!esh to 91 ~ trom 95~. Thus, we notice that the 

rate ot reduction of tbe •ap was muob fester in case ot 

India oompared to ~hat of ~ancledeah. 

(. Burel credit supply to the ultimate oorrowc;;rs by 

all the egenoies to~etber oonatituted 14~ of the total 

credit aupply (marked by minor fluotuetionel iu India 

throughout tbe period. ) On the other hand, in Bangladesh 

the ratio inoreeaed to 12~ in 1978-79 from 8~ in 1971-72; 

the abare of rural ored1t ln \be total oredit supply wee, 

bo~ever, still low in Bangledeah. 

Although the supply of rural credit at nomine! Talue 

inoreaaet! msrke~ly in both the countries 6ur1u& the 

r~ferenoe perioa, the rise waa not suostantial in terms ot 

real value. The poaitton of ila.ngledesh was muGh worse 

than that of India. 
( 
· The supply ot rural orecH t in the two countl .. ies, ) 

thus appears to be low, ~ore so in Banglet!esb wbere l 

1noremental aupply was bigblJ errat1o. or the involved 

agenoiea, the relative oontr1but1on or oo-operetivea (ant! 
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BIB in Bansleaesb) to total ore~tt supplJ ~eterioretea 

over time in both the oountriea. 

Our atu«J turther reveals that moat or the rural 

oret!i t sdvetuted by the agenolea was tor protluot! on purposes 

to tbe Degleot or 1nveatmeDt rinanolng, aignir,-ing abaence 

or "reaaonable belenotng" ot the two t7pea or oredtt in 

both the oountrlea. 

~ong the egenoies involved tn rural ~inenoe, the 

perrormanoe ot oommerotal banks in both India en~ Bangladesh 

"urtng the reterenoe perto«! waa better than that ot others. 

However, oredit-aepoait ratloa or rural branohes ot 

oom:neroial benka in both the cOW'ltrtes were ter below the 

target aet by the respective Governments. Moreover, per 

oapita rural oredit did not tnorease subatenttally while 

per beotere rural credit 1noreaae wea relatively better 

lndloating the oonttnuenoe or (len~) seourlty-oriented 

loaning operatlona 1n both the countries. ( Further 

analysts ot the pertormanoe ot apeotlieed agencies ln both 

the oountriea allows tbet loaning operations were 

oonapiououal7 dlreoted to the higher asset groupa. ) 

' The study turther ahowe that there remained 

oonaldersble regional dlaperlty 1n the distribution ot 

rural oredi t in the two oountrlea. Suoh d1aper1 t7 is elao 

marked among the various aub-aeotors or the rurel eooncmy. ) 

It was roun~ that extension ot rural credit tor non-land 

eot1v1tiee like dair,ing, poultry, tlaheriea enn rurel 
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enterprises receive~ ver,y little attention ot the agenoles. 

The beok-wash ert~cts resulting from the operettoD 

of rural branches of commercial banks ere noticed 

conspicuous in both the countries. I 

The obJectives of Ante and AFC have not oleerlJ 

ampheataed esaistance for egro-beae~ in4uatries, transport 

~nd rural marketing. Clumsy loan-aanotloning prooe~urea 

or ARro through State Governments even after having the 

proJects appraised b y AFC led to unneoesaar, oela~ la tbe 

epprovsl of the proJects. Besides, AADC haa utlliae~ only 

half of its borrowing capacity even at the terminel year. 

This is not a healthy sign in view or the low proportion 

ot investment aredit obannelle~ to the rural economy durtns 

the ref erena e period of our study. 

Thst the recov ery performance ot co-operatives iD 

both the countries deteriorated over tiMe is evident by 

the increase in the proportion ot overduea to d ... n~/ 

preceding yeer's outstanding&. 

Furtbermoro, it ts found tbet non-p&Jroll ooata 

(whioh 1noludos oost ot refinance tunds1 had a greater 

1mpeot than payro~l oosta tor the observed increase in 

the operationel costs of co-operatives in the two oountrlea. 

An appraisal of profit performance or botb tbe 

.;ltruc turea of oo-op6reti ves shows thst prot1 ts in relatt.on 

to capital emplo7ed was tar from setietector.y in both the 

countries. 
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A perusal ot loan aDd non-loan aapeota ot 

perto~enoe ot the co-operatives end BXB, reveals that 

these egenctea laid greater eapba81s on loan operations 

to the relfttiYe neslect or other aapeota like etteot1ve 

ooverege, ~epoatt mobtl1satton tor aelt-relianoe, cost 

oontrol snc! earntns ot reesonat.le proti t. Coi4lilero1al 

banke on tbe o~er hand, aeeme~ to have oared more for 

~epoe!t mob111aatlon than tor oretltt extension. 

The resnlts ot our oase study len4 auppor~ to some 

ot the e~oreset~ tin~lnga. Tb~ are briefly mentioned 

here. 

A good numb~r of rural brauohea or oommeroial banks 

in Bengla~esh ooul~ not mob111se deposita require~ tor 

achievtng e breek-ev~n point and a attll larger n~er of 

brenohe~ hAT~ 7et to reeob the la.el ot aEP aredit. It 

is eesy to see that coverage ot rural ereaa by suoh non­

viable branches oannot be regarded aa coverage in real 

sense or the term. 

'Urther, tbe p~rtor.anoe or sample branches 

in~tcetea limited suooeas relating to aob1l1sat1on ot tl~e 

deposits wh!ch taoreaaea the loana-111ty ot the bank; 

rural brenohea h&Ye been toun~ to have extended 

tns1gn1t1oent proportion ot oreatt tor investment purpose•. 

r.~ajor1 ty of" the larger branobea bacl C-D ratios below tbe 

set t er get. 

9eck-waeh erteots ere observed trom the operation• 
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ot the 88mple branohea. Relatively ol~er and larger 

branohee me~e a larger transfer of tunda trom rural areas 

oompare~ to others. 

Moat ot the borrowers obtatne~ bank loan• againat 

mortgage seourity an~ the ahara of non-lan~ loans to the 

total bank oredit was meAgre. Beaidea, a lion's ahara 

ot ore~tt extende~ by the brenobea under stu4J wsa oornered 

by large termers and other rural elite. 

The oaae atu~y further shows that there remained 

oonaiderable disparity tn the re81onal distribution or 

bank oredit ln the rural areas. 

Apert trom the above tlndlngs, our oaae study also 

threw up some interesting e~dtttonel 1ntormat!on auob as 

the following. 

&tral branobea ot oommerotel banks ••~ed to have 

ltBdted loan eenotiontng authority. Publtotty relating 

to tlnanotal aervloea pro.ided b7 the bBnk through 

television, newspaper eto. appeared to be tnetteotive. It 

wee alao found that a maJority ot the rural borrowers 

(3/4tbs) were not tamtlter with the bank tormal1ttea 

relettng to supply ot oredtt. It ta seen that a large 

proportion of the rural borrowers had to seek aaatatanoe 

trom loan brokers in tilling their loan appltoattona. It 

waa also found that a good number or non-tarm borrowers 

obtained loan from the rural branobea tor their eatabltehments 

in tbe urban or semi-urban areas. 
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Diveraton or loan was more among the term borrowers 

then non-rBrm borrowers. Relatively smaller termers 

divert~_., bank loan mostly tor unproductive purposes While 

relet1•ely larger t8rmera en~ tre~e borrowers diverted 

tor other produotive purposes. It ia toun~ that diversion 

was more among those borrowers who obtatne~ ~elayed 

disbursements ot bank loan, incurred higher proportion of 

raising costa and unaware about the bank facilities 1n 

connection with loan. It is also observed that ~1veraion 

was leas among those borrowers wbo because or inadequaoy 

or bank loan were able to oootraot additional loana from 

other sources, had opportunity to earn 1noome from 

suba1d1ary oooupationa, ware subJeot to better bank 

supervision and guidanoe besides those wbo obtained bank 

loan at relatively higher retoa ot interest. 

The case study of rur8l borrowers to BaDglac!eab 

t1~ther reveals tbat 4~ ot the borrowers bee! autt1o1ent 

repayment oapaoitJ. Repayment performance waa better in 

oaae ot non-term borrowers compare~ to that ot term 

borrowers. Among the term borrowers, relatively amaller 

termers were better repayers inspite or their, often, 

tnautticient or even no repeJment oapaoitJ at all. 

Eveluatlon ot repayment performance in relation to 

repayment oapeolty shows that larger tbe farMer higher waa 

the proportion of wtltul aeraulttng. The proportion ot 

wtlt'ul defaulters among the tam borrowers ws zaore than 
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e~ong the non-term borrowers. It ia toun~ that repaJmeDt 

pertormanoe was better in oase ot those borrowers who were 

regularly auper.iae~ end guided by tbe bank emploreea; 

had inoome tl"'m subs1c!1ary oooupetlon; had relat1Yely more 

earntns members per t'em!l7; were familiar w1 tb bank 

formalities and obtainec! bank loan at relatively higher 

rates or interest. The performance was also gooa in caee 

ot thoae borrowers who obtained loan ~thin reasonably 

short time, b~d inourrea lower rataiag ooeta, di~ not 

diwert loan; were able to contreot ed~itional loans when 

benk loans were foun~ to be inadequate, whose family e1ze 

was relatively smeller; hed to spend relatlYel7 lower 

proportion or family expenses tor tood an~ were not 

required to make eny repayment ot paat debts. 

AD anel7aia of the operational oosts ot rural 

branches in Bangladesh suggests that relatively larger 

branches enJoyed soele eoonom1ea. On the other hand, 

analysie ot etteot1ve borrowal costs show that relatively 

heaYier burden wa~ borne by the smeller termers compared 

to others. It is turther round that a large proportion 

ot SMall termers' borro~l oosta wee non-interest oosts of 

reieing a bank loen. 

It te round thet attitudes or )/4ths ot the rural 

branob managers were either negative or indifferent. In 

this regard, the proportion was higher 1n case ot lerge 

managers followed by manAgers ot small eize~ brenohee. 
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Tbe attitudes or reletiTely 1ounger .. nagera, who were 

trained end 1nvo1Yed in tbe looal noo-pol1tioal 

organlsattone were round better than others. It ia 

not1oeable that the minimum leTel ot depoatt (BiP) was 

not dependent on the nature or attitudes ot tbe managers. 

HoweTer, minimum leTel or ored1t (SEP) and oredit-~epoait 

ratio were round to be atgnitioantly dependent on tbe 

nature ot ettttudea ot branob managers. 

Improper looatlon or branohes, large oommand area; 

laok or good communtoat1ona end inadequate transport 

raollitles; abortsge ot trained ataft, tndtrrerenoe or 

looal leaders; laok of proYiaion to open Foreign Currenoy 

account; too many incomplete loan applioations; inability 

or the borrowers to otter suitable and ade,uate aeaurlt7; 

limited loen-aanotloning authority at the branob leYel; 

inaurtioient arrangements tor seourlt7 or atett an~ ottlce 

tn the rural areas; laok ot suitable residential 

aooommodatton; abaenoe ot good aohool!ng teoilitles; 

lack or taoilitiea tor supply ot rationed oommodittea aa 

in urban areas; and laok ot good shopping oentres are 

some ot tbe major problema that ere being fAoea by the 

manesers/emplo7eea ot rural branches. 

Important problems thet the rural borrowers 1n 

uangledeah taoe in securing loene 1nolude: 1nedequate 

publio1ty ot bank loan taollitiea; uDhelp~al attitude ot 

bank employees in tilling loan epplloatione; too muob 
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dooumentatton referenoea/guarant@es aake~ from the rural 

leaders; harassment by the rural leaders tor giving timely 

reterenoes; too mnob or aeour1ty-ortentation; preferential 

treatment given to tbe relatively larger termers ana other 

eduoate~ elite; inadequate loan oover, partloularlJ. in 

oaae of the small termers; inor~lnate delays in getting 

sanction of loans; heavy initial ooat of raising loan; 

ant! unsuitnble banking hours tor rural 8reaa. 

9.2 POLIQY SUGGESTIONS 

A number of policy suggestions whlob would improve 

the rural ore~it situation in both India and Bangladesh 

emerge rrom the preoeding oonoluaions ot our study. Some 

or the important polioy suggestions are enumerated here. 

Credit programmes tor the relatively disadvantaged 

rural people should aim at meeting all their oredlt 

requirements lnolutUng genuine oonBUIIlption needs. 'l'he 

~ental or oonaamptton credit toroes the dtaadvantaged 

olasa who obtain bank loan tor produotion or investment 

to divert the same partly or tullr for oonsumptlon needs 

and also seek add1t1onal loans rrom money-lenders with 

all the attendant oonaequenoea. Bealdea, diveralon of 

loans by the borrowere ultimately Jeopar~!ses the reooYery 

post tion. 

Empbesls on mortgage seourtty should be done away 

with or oonsl~erably relaxe~ beoftuae 3/4the of the rural 

population ot India end Bangls~eah ~o not possess adequate 
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len~ to otter aa aeourlty. ProJeot/orop/aotlYitJ 

1nauranoe, beat~•• obaraoter end capeotty ot the potential 

borrowers, ahoul4 be g1Yen preterenoe while ~eo141ng on 

eligibility tor loan. Loan polioles ot the egenotea 

should enoourage promotion ot noa-land eoonom!o aottYlttes. 

Tbta oan be done by provt~tag loans tor more then one 

purpose t.e. on the beala ot temlly requirements. Group/ 

proJect lenaing epproaob should be preterre~ to tnat.tdual 

borrower-oriented approeoh. 

!n order to ensure etteotive ut111eet1on ot rural 

ore41t and to ~nlmtae ita 41veralon, an appropriate mix 

ot pro~uction and investment oredlt should be proY14ed at 

a aingle oonteot point to tbe borrowera. It .. y be noted 

that worl~ bank now-a-days does not diatlngulah between 

tbeae two t7Pea ot loans aad taveura granting ot adequate 

ore~tt to tbe borrower tor both purpoaea. 

Rural oredit shouln be ohannellaed in a planaed 

way instead ot mating JA-l2! deotatona. Suoh plana 

prepare~ at the National, State, distriot and local leYel 

should be integrated. Any rational rural or~lt plan 

ahould take into aooount all the sub-aeotora ot the rural 

economy and an equitable distribution a~ould oe ensured 

among the different asset groups ot the rural populaoe. 

Suoh a rural eredit plsn ms7 envisage ~ttterent amounts 

ot ore~it tor different regtona ot the oountr,y dependiag 

on tbelr levels ot development. 
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The concerned Governments ehould make special 

ertorta to eDbenoe the credit absorptive oapaolty ot tbe 

relatively lese developed areea by developing intrastruotural 

taoilitlea. Besides, proper arrangements ahould be aede 

to ensure adequate en~ timely aupply ot inputs tor whioh 

oredits ere usually utilised. For tbla purpose, requlfed 

co-ordination ahoule be promoted between the egenoiea 

aupplyiag credl ts a a well as input a. 

nepoait base or the lowest level units, especially 

ot co-operatl~es, oan be 1ncreesed by adopting (1} 

compulsory weekly saving SJStem on tbe linea of "Comllle 

Mo4el" oo-operet1 ves, a a 1n Benglac1eah; ( 11.) asktnc 

members to depoait e porti on ot sale procee~s ot eDJ 

art1ole/oommodity when the aale proceeds exoeed oertein 
mel 

aaount,f{11i) granting loan teoilities to members tor en 

amount equivalent to a oerteln multiple ot their deposita 

in the society. 

Co-op~retives in both the oountr1ea an~ BKB abould 

be allowed regular od timely retineDces. A formula aboula 

be evolved to assess ref1nanoe entitlements ot e aooiety 

taking into aooount the reoov&ry leYel in the preoedfDC 

year, repayment performance pertaining to p~at reftnanoea 

en~ the volume or depoeit resources. In view ot the 

higher operational ocsts and low prottt pertormsnoe an~ 

tor provi~lug greeter supply or rural oredit, ret!nenoee 

should be grante~ at lower rates then thoae preYaillng· at 
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present In the two aountrlea. 

Agenalea 1nvolve6 In lnveatment tlnanoe abould be 

edvieec! to raise tunc1s from the open ~~&rket b7 issue ot 

bonde/c!ebentures. BKB and LMBa should be parttoulerlJ 

enoouregec! to adopt this method whloh they have not ao 

far reeortec1 to. 

~fteot1ve supentston enl' guic!•noe or loan aeaes 

would aubatenttelly reduoe ~lveraton of the loans ea well 

a a imprOYe \be reoovery poal tlon. .&eat ~es, to entoroe 

~eoovery drives, Publto nemend Reoovery Aot sboul~ be 

suitably amended. Moreover, en attempt be made to link 

oredlt with marketing In order to Improve reoover.r 

position. 

Looatton of the grass-root level units of the 

agenoies abould oe at the oentre or the oa.manc! area. The 

area abould be well oonneoted b7 varioua m~es of traneport. 

An immediate reorganiaetioa ot oo-operattves to 

iangladeah should be un~erteken to make tbanvlable while 

auob reorgardaatton eboul-' be expedited In aome of the 

states of India. Further, the pollo7 ot expanaton of rural 

branohea ot oommerolal banks w1 tbout det1n1 te prospect ot 

break-even point operation ahould be reoonatdered. 

Non-loan investments of rural tlnenoe agencies 

aboulc Aot be unduly exoesslve. ~~e tendency ot large 

non-loan tnveatment not1oed on the part ot BaDslede•h 

oo-operetivea ahouln be promptly ~1aooureged. 



The preotioe or barring ~etaultiog aembere ot the 

oo-operatl•ea from aeouring new loans woul~ only push the 

denied borrawera into tbe olutobes or the money len~ers. 

Henoe, the ~ues ma7 be oolleoted b7 the re•enue department, 

ot course, with some penal interest. 

Plxtng •n unitora target oredit-depoait ratio tor 

the whcle oountry and tor all types or rural brenobea 

lrreepeotiYe or size and ~ge appear to be an uneoun~ and 

unJuatitleble policy. Instead, oredit-deposit rettoa 

should be ditterent tor ~trterent eresa, ~epenrl lng on the 

level of development ot the erea, size and ege ot the rural 

brenohea or the commeroial benka; tor example, 85~ C-P 

ratios tor the leeet ~eveloped regions; 65~ tor the 

de•eloping r~gtone end 45~ for the ~eveloped regions. 

undue delay in prooeaatng loan oa•~· beai~es retstng 

borrowal oosts disturb product1on/bualneae acheoulee of the 

borrowers. As nob, uxl1111m time leg tor processing a loan 

appltostion should not normally exoeed se•en daye. 

Lowest unite of the ln•ol•ed ageno1ea should be 

adequately manned by trained personnel motivated ~or rural 

aerwtee. lor this purpose, a 'Rural Ce~re Serviee' may be 

inet1tuted and after recruitment, these people abould be 

given Rttttudtnel tretntng to orient them tor rural serv1oe 

along with tretntng tor teohnloal operet1ons. Evening 

benktug hour• (say, 2 p.m. to a p.m.) may be more suitable 

tor rural ereea. 



AD ottlolel demeroetlon ot operation ot the lnYolYed 

egenolea and perlodloel meetlDge ot the heads or tbelr 

graae-root leYel unite oan promote better oo-oratnation. 

Tbe eervioee eYailable trom the lnYolYed egenolea 

and the rlghta anc1 duties of rurel borrowers ahould be 

well publio1aec1 through radio and personal oontaota b7 tbe 

exeoutl yes of greas-root leYel unl ts or the egenolea at 

publlo gather!Dga, apeolally arranged tor the purpose, at 

regular lnterYela. Formalities to be tollowe.,, doou•ente 

to be eubmitte~, benefits eYallable to borrowers who 

proaptl7 repa7 loans auoh es treah loen taollit7 ana low 

interest burden should be expla1ne4 et suoh ssther1nga. 

Slnoe lnYolYement of rural leaders tor oertltloatea/ 

reterenoes from them and making th~m oommlttee member• baa 

beoome a souroe ot trouble both to the egenoles and to the 

rural people, thle poltoy need, therefore, be reoonaldere~. 

Reepeoteble eoolal workera/looel school teaohera ••7 serve 1 

es elternet1Yee. 

AYailabilit7 of eleotrio auppl7, e~eentlal goode at 

regulate~ pr1oe, eduoattonel and medloare tao111t1es and 

good abopplag centres would •••• the lite ot the eaplo7eea 1 

ate7lng in the rural areas. 
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IDtormat1on Collected Tbroqgb iqeeS1oppatre 

A ; Frpm Rural BraDobea 

- Name ot the Reapond~At Maneger ~ Age. 

- ~ea1gnstlon ~ Exper1enoe tn the Branoh. 

Name of the Branob: Dlstrlot: Thana: Telephone No. 

Year ot Eatebllabaent ot the Branob. 

Size ot the Branoh: 

(e) Number ot Depoatt Aooounta (es on )1-12-1979): 

Sayings, Current & nxed. 

(b) AYerage Amount ot Annual Depoaits & Oredita. 

Cleaaitioetion ot attterent types ot Aooount-holders, 

b7 aex & ownership l.e. oult1Tetors, aerYioehol~era, 

buainea.aen, rural enterpreneura, stuaenta & othera. 

Amount or repoaita (as on )1-12-1979) b7 oetegoE7, 

Yiz., sennga, current & l'ixea and elao by oaerahip 

ot aepoa1ta i.e. oultiYators, aerYioe bol~era, 

business men, rurel entrepreneurs, atu~enta ena 

others. 

(a) Amount ot ore~lt by maJor purpoaea i.e. 

Farm-creait & Non-tarm credit. 

(b) Classitioat!on ot the amount or oreait by 

oooupation or the borrowers t.e. oult1Yation, 

business, rural enterprises eto. 

~atribution or the amount or term credit by ~ifterent 

purposea, auob as, aeeaa, fertilisers, land c!eYelopment, 
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poultr,, lrrlgstton, pond diggiQg, exoevstton, ttab 

oultlvatlon, egr1-maob1ner.r, lnaeotloldea, eto. 

- Matrtbutlon of the amount of DOll-tan erecllt bJ 

Trade (wholesale & retail) & Rarel Xllterprlaea 1. e. 

Small & Cottaae/Handiorafta with 59 detailed 

olassitloatlon of Rural Enterprlaea. 

Nature & types of probleu being teoe«t by the rural 

branohea tn aoblltalag larger volume of rural 

deposita. 

Suggestions to tmprowe deposit •ob111aet1on. 

Nature & types of obataolea being experlenoed tn 

extending larger volume of rural oreflt. 

Suggestions to make augmeated .apply of rural oredlt. 

- AmoUilt of the operational ooata tor tbe Jeer 1919 

with break-up Into uJor It-: fixed 1:. variable 

tnoluding payroll expenses. 

- Suggestion to reduoe tbe Operational Coate ot the 

Rural Branobes. 

( 

Nature ot Aasooletton of the Rural Branoh Maaagera, 

if aay, witb the Looel Non-Polltloal Orsanlaettona 

llke Soboola, Oollegea, Olubs, Voluntary Aaaoolattona 

eto. 

Amount of Loan, If enJ, Provided du.rtng tbe year f or 

Ron-Profit Publlo Organlaatlona/Publlo Works, auob 

ea Sohoola, Colleges, Clubs, Roaaa, Oenala, Brldgea, 

eto. 
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Coaaent on the InTolYemeat or tbe Looal Leac!era: 

HelpfUl or Otherwise; Nature of Problema Created 

b~ the Looal Leac!era in the wa7 ot Smooth Operation 

ot Rural Branohea. 

Oplnione ae to the uaetulneea ot Rural Operetton ot 

Ooaaeroial Bank tor Rural Eoonoalo DeTelopaent. 

·r Opinion• •• to the Shift or Rural Bank l..oan Operatlona 

troa Seourtty to Produotion-Orientation. 

~ Opinions relating to the reepoaaibilit7 ror Poor 

RepaymeDts; Experience in regart to Repa~eDt 

Pertor.enoe ot Smell Borrowera relatlye to othera; 

Opinion •• to the kind ot attempta (auob •• Coero1Te 

ana ?ersuaa1Ye) for ReooYerJ or loaaa. 

- Feel1Qgs about Staying in the Burel Areas; Typea or 

Pro .. lema being raoed while staying in Rural Areaa. 

Opinion as to tbe uaetalneaa or on tbe Job trainiac; 

Nature of Trelning, tr bad earlier; auggeetlone 

regarding tJpe or training ror aural aranoh ~plo7eea. 

Number ot ~an CBaea reJeote4 ~ng the 7eer along 

with the major reasons thereof. 

Opinion as to the usetulneea of Super.iaion of Loan 

Cases; Frequeno7 or auoh Super.tetone, lf mac!e, b7 

the Dranob & the rank ot persona wbo euperYiaed. 

- Opinion aa to the Need for Aases811lent ot the Impaot 

ot Bank Loan on Borrowers' eoonoaio oond1 tiona; :Ue\hot1e 

adopted for suob Assessment tr & when meae l.e. Peraoaal 

Ob•ervetlon, Report trom the Borrower• ana a••••sment 

b7 the Manager hlaaelf or othera. 



B : lrp19 1i!JE11 Boi'D!!ll 

- lieu a. A~dreaa of the Borrower; Aae; OooupetlOD; 

Size of Lao~ Hol4taa, LlteraoJ, Slae or ~he Pam117 & 

Number or hrratoc Me•ber .. 

Amouat & Sou roea of Amuaal Iaooae; troa Mala 

Oooapatloa; troa Sub1ltla17 OooapatlOD/a (111~ 

Speolrto8tlon of Subal~ary Occupation). 

- Aaouat1 and Heaaa of Anau81 ~amll7 IXpen•oa: oarrent 

& Capital. 

- Souroea or latonatlon relatlDg to beak aerYioea; 

kno~e~ge of bank toraaltttee relattas to loana. 

- Souroea of help ln ftlltq Bent Loan Applloettona. 

-

Souroea or Help fn Making rollaw-up to obtain SauotlOD 

ot the Bank .Lottn. 

Term. & Ooa~tttODa on wbleh a.at LoaD obtafDed. 

T)pea of Seourltlea offered. 

Amount or Loan applied tor. 

- Amouat of Loan aotuall7 ••notloae~. it uDder-aanottoaed, 

-

-

reason• thereof. 

Perto~ tor whloh loan obtatae4. 

Purpoae(a) tor wbloh Loaa obtatae~. 

Purpoae(a) tor litllob Loan aotttell7 utllieecJ. 

Amount & Souroes ot ad,1ttonal loaaa ooatraotea. 

Oau••• of Ufyerstoa, lt made. 

Amount require~ to be repel~ tn eaob !aatalment. 



- Amount of Repa~ents atte eo tar. 

Nature & TJpea ot ntttloultiea Feoed 1n Mekiug 

RepaJment Inatalmenta. 

- Time Required in Obtainiq Loan. 

- Tlmelinea of the Loan ntaburaed wltb Reasons for 

del878d ntebursement. 

Amount ot Initial Coate inourre~ in Raising Bank 

Loan with Break-up by Elements of auob Coate. 

- Number ot days required to so to the Bank to expedite 

Loan Sanotlon & ntaburs .. ent. 

- Nature of Aasiatenoe aougbt from Looel Leaders ln 

ooaneotion with Loans an~ tbe Nature & types or 

Problema raoe" in managing auoh essiatanoea traa 

Looal Le&ders. 

Opinion aa to the euita,1litJ of BankiDQ Hours ana 

Mobile Banking S7atem • 

- Amount &. Nuaber or Loana, it any, obtained tor Roa­

Tra41t1onel &. Non-Land Roonomio Aot1Tities •d the 

Reesona it auob raoillttea are not availed or. 
I 

Whether Superwtaion en~ Guidanoe obtained trom the 

Benk as to the better ut1llsat1on or Loan an4 

F:requenOJ or IUOh supervision, it made. 

- Fre~uenoy & Purposes of V1aita to the Bank by the 

Borrower after the ntaburaement of loan. 
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