REPORT
of the
EXPERT COMMITTEE
‘ on .
CONSUMPTION CREDIT

~ GOVERNMENT OF INDIA
DEPARTMENT OF REVENUE & BANKING
(BANKING WING)

April, 1976



Cuarrer 1

INTRODUCTION

- Consequent on the measures recently taken by
State Governments for moratorium, discharge and
scaling down of debts from noit-institutional sources
and the vacuum created in so far as the credit needs
for consumption purposes of the small/marginal
farmers, landless labourers and rural artisans are
concerned, Government of India by a Resolution*
No. F. 2-17/76-AC dated the 10th March, 1976
constituted an Expert Committee. The com-
position of the Committee and its terms of reference
are reproduced below :

Composition :

1. Shri B. Sivaraman, Chairman
Member, Planning Commission,
New Delhi,

2. Shri N. C. Sen Gupta, Member

~ Secretary,

- D2zptt. of Banking,
Ministry of Finance,
New Delhi.

3. Shri K. S. Narang, Member

Secretary,

Department of Agriculture,

Ministry of Agriculture,

and Irrigation,

New Delhi.

4, Shri L. J. Naidu, Member
Secretary,
Deptt. of Rural Development,
Ministry of Agriculture and
Irrigation, '
New Delhi.

5. Dr. C. D, Datey, Member

Executive Director,

Reserve Bank of India,

Central Office,

Bombay,

6. Shri G. V. K. Rao,
Chief Secretary,
Government of Karnataka,
Bangalore.

7. Shri B. R. Gupta,
Chief Secretary,
Government of West Bengal,
Calcutta.

Member

Member

8. Shri B. B. Tandon, Member
Secretary & Administrator,

20-Point Programme,

Government of Uttar Pradesh,

Lucknow.
9. Shri V. M. Bhide, Membel
Chairman & Managing Director,
Bank of Maharashtra,
Poona.

Member-
Secretary

10. Shri K. P. A. Menon,
Joint Secretary,
Department of Banking,
Ministry of Finance,
New Delhi.

1.2. The terms of reference of this Committee were
as follows :

(i) To study the impact of the moratorium, dis-
charge and scaling down of rural indebted-
ness of the small/marginal farmers, landless
labourers and rural artisans so far as their
genuine and inescapable consumplion credit
needs are concerned.

(i) To inquire into the purpose for which such
consumption credits were availed of.

(iii) To assess broadly the credit gap in respect of
consumption loans consequent on these
measures.

(iv) To review the present position of availability
of consumption credit to such people from
institutional sources.

(v) To make recommendations as to the purposes
for and the agencies from which such con-
sumption loans are to be provided.

(vi) To make recommendations on any matter
incidental to the terms of reference, as the
Committee may consider necessary.

1.3. As there was limited time at its disposal, the
Committee met on five occasions only. In order to
elicit relevant information, the Committee addressed
two letters—one to all the State Governments and

* A copy of the Resolution is at Annexure L
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another to the 14 nationalised banks and the-State
Bank of India. Copies of these letters are given at
Annexures [T & III. A list of those State Governments
and Banks who have responded ta the Committee’s
request, as also of those individuals .who have
favoured the Committee - with their “Views is at
Annexure IV.

1.4. Acknowledgements : We would like to make
spacial mention of the valuable contribution made
by Dr. B.D. Sharma, Joint Secretary, Ministry of
Home Affairs in finalising the Committee's recommen-
datijons in so far as the Tribals are concerned and by
Shri R. Srinivasan, Director, Department of Rural
Development and Smt. K. Bavani, Deputy Secretary,
Department of Revenue & Banking in compiling at

short notice the various statistical tables utilised
by the Committec.

The Chairman and members of the Committee
wonld like to take this opportunity to place on record
their appreciation of the excellent secretarial support
provided by the concerned officers and members -
of staff in the Planning Commission and Banking Wing
of the Department of Revenue & Banking,

1.5. In the last and final meeting held on April,

24, 1976 the members of the Committee, after finally

approving the draft, authorised the Chairman to sign
the Report on behalf of ail the members and to present
it to the Minister of Revenue & Banking,



Cuapter II

IMPACT OF RECENT DEBT LEGISLATION ON AVAILABILITY OF CONSUMPTION CREDIT
TO SMALL AND MARGINAL FARMERS AND LANDLESS LABOURERS

2.1, In July, 1975, the Government of India
issucd guidelines tothe State Governments suggesting
that all the debts of cultivators helding land upto
2.5 acres of unirrigated land should be taken as
totally discharged and those of cultivators holding
between 2.5 acres and 5 acres of such Jands should be
scaled down. Also as an emergent measure, pending
final legislation on the above lines, it was suggested
that a moratorium from recovery of debts through the
courts should be available to both the above categories
for a period of one year, For those holding irrigated
land, the conversion ratio as adopted in the concerned

State’s Land Reform Legislation was to be adopted

for the above. Following these guidelines, various
State Govts., have introduced Debt Redemption and
Moratorium Legislation. A complete list of action
taken by various State Governments is given at
Annexure V.

2.2. Though strenuous efforts have been made by
expansion of the co-operative credit structure and
lending to the rural population by the commercial
banks, by the year 1974, institutional credit system
may have met only about 40 per cent of the production
credit needs of the rural population. A substantial
pact of the credit needs of the rural population is still
met by moneylenders, traders and more affluent
agriculturists. During the last several years, the
Reserve Bank has taken special steps to ensure that a
good percentage of the credit given by the cooperative
system and the commercial banks passes to the small
and marginal farmers. Even then, there is a large
population of agricultural labour, artisans and marginal
farmers with very small holdings who depend almost
entirely for their credit necds on the non-institutional
scctor. Broadly, therefore, it can be asserted thal the
recent legislation will affect very adversely the agri-
cultural labourers, artisans as well as small and margi-
nal farmers who have been depending for their credit
needs on the non-institutional sector.

2.3. Credit is needed by the rural population for

meeting their production as well as consumption,

requirements of various sorts. Credit purely for
meeting consumption needs is seldom taken from the
institutional or the non-institutional financing agencics.
The effect of the legislation, therefore, will be that
agriculturists as well as non-agriculturists may be
denied both consumption credit and preduction credit
by the professional as well as non-professional money-

lenders. Any scheme drawn up to fill the void thus
created will, t_hereforc, have totakecare ofa package
of consumption-cum-production credit,

2.4, Moneylending as such has not been pro-
hibited by legistation. There are professional or
licensed money-lenders and non-professional or un-
licensed money-lenders some of whom are the more
affluent agriculturists. There are also all types of
tuprecorded leases of land in some of which the lessee
is reduced almost to the position of a labourer, the
fandlord assuming the responsibility to provide the
inputs of agriculture and also some cash. It is
‘obvious that professional or licensed money-lenders
will not take the risk of lending even to agriculturists
with more than 2.5 acres of unirrigated lands. Perhaps,
they will hesitate to lend to formers with land upto
5 acres as that has been the criterion for defining a
small farmer. It will not be far from correct to say,
therefore, that the source of credit from the profes-
sional moneylenders will almost completely dry up
not only in respect of agricultural labourers even if
they are prepared to provide tangible security other
than land but also in respect of small and marginal
farmers with holdings up to 5 acres whether irrigated
or not. The credit provided by non-professional, 1.e.,
non-licensed Moneylenders and distant or near rela-
tives generally form a significant proportion of the
total credit provided by all the agencies in the rural
areas. This class of money-lenders have a very sclect
clientele closely known to them and do not rely upon
any legal methods for recovery of their loans. The
effect of the recent debt relief legislation on their
activities may not probably be such as to dry up this
source completely as in the case of the professional
money-lenders in respect of agricultural labourers,
artisans and small/marginal farmers owning less than
5 acres of land. [t will, however, be realistic to
proceed on the basis that this source~of credit will
also dry up substantially if not wholly. Further,
whatever little credit facilities may flow from this
class of money-lenders will certainly be on more
extortionate terms than before so as to cover risk of
non-realisation. Under these circumstances, one has
to proceed on the basis that, by and large, the non-
institutional sources of credit for the weaker sections
of the community have dried up substantially in the
wake of the recent debt relief legislation passed in the
different States. Among these should also be consi-



dered certain sections of the village community like
barbers, dhobis and sweepers who form an integral
part of the community life of the village and who

have generally been looking up to the landlords as |

professional money-lenders in times of need. Alter-
native sources of credit will, therefore, have to be

found quickly to handle both the production and
consumption credit requirements of these sections, This
Committee has been asked to assess the consumption
credit  requirements and  suggest means of
meeting such credit and, as such, will not be dealing
with production credit except incidentally.



CrAapTER-III

THE NATURE AND
CONSUMPTION LOANS

3.1. The class of people whose debts have been
totally discharged are those that live from hand to
mouth. The consumption loans that they avail
themselves of are generally for expenditure on cloth-
ing and food during lean periods. These loans are
paid back with an extortionate rate of interest, some-
times on a daily basis or a weekly basis. The classes
‘whose debt is to be scaled down are farmers and tenants
who are engaged in subsistence farming. They require
Toans for food during the lean season when the crops
are in the field. These loans are generally paid back
in kind and sometimes in cash when the harvest
comes in. We can take this as the general pattern of
consumption credit. In addition, these families take
1oans for social purposes like birth, funeral or marriage }
ceremonies and medical expenses, Normally, loans
for educational purposes for these classes are extremely
rare.

3.2. Any system which seeks to replace the money-
lender will have to be readily available to the borro-
wer without too many formalities. At the same time,
extravagance in consumption should be discouraged
and borrowing restricted to the bare minimum that
is necessary. Otherwise, there is a possibility of taking
the scheme as a general charity move by Government. «
Psychologically this will be dangerous for a developing
economy.

3.3, The Commitiee has carefully considered the
types of consumption loans that will be legitimate
and the levels of loans under each of these heads.
The Committes recommends as follows :—

(i) Medical expenses.—relating to the borrower
and the members of his family. Even where
medical attention is available in a village
from a health centre or a charitable dis-
pensary, he is often put to a lot of expense
(even apart from the medicines he might have
to purchase and requirements of better diet)
due to his incapacity to earn his livelihood
during the period of illness and convalesc-
ence. Sometimes one of the earning members
of the family may have to be on attendance
thereby losing one’s capacity to earn. The
total amount that may be advanced for this
purpose may not, however, exceed Rs.
250.

(i) Educational needs.—Though free primary
education is expected to be available to
all citizens, school expenses are often
beyond the capacity of a poor man earning
his daily bread, The ceiling on such loans
may be kept at Rs. 100.
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(i) Expenses relating to marriage ceremonies.—
No provision can certainly be made for dowry
which has been declared as a social evil. In
spite of all the economy one may advocate,
there are certain expenses relating to the
marriage of one’s son or daughter, Ceiling
for such loans is recommended at Rs. 250.

(V) Funerals, births, etc.—Some expenditure is
absolutely inescapable on such occasions.

Ceiling of Rs. 75 is recommended for such
loans,

(v) Certain religious ceremonies are so deeply
rooted in our culture that they are con-
sidered inescapable by certain sections of
society. For such loans also, a ceiling of
Rs. 75 is recommended.

3.4, The Committee has recommended ceilings
for the types of loans that are contemplated. The
ceilings have been suggested on the basis of the general

" experience as to the levels of bogrowing of the classes

of people we are dealing with.¥'The actual loan to be
given to a person must have relation to his minimum
needs and his capacity to repay. Cases of indigence,
where a person requires  consumption
credit but has no capacity to repay it, are problems
to be tackled by social reform and charity structures.
In our view, these are not the cases which can be
dealt with under a system of credit. -+ Anyhow, it
must be noticed that the money-lending system ob-
viously does not lend to the people who have no
capacity to repay. The moneylender sees to it that
his client has the capacity to repay even at an extor-
tionate rate of interest. We are examining for our
limited purpose these clients who have now been
deprived of a credit because of the debt redemption
legislation.

3.5. A reasonably close idea of the debt liability
of the classes of people we are considering can be
gathered from the data available in the All-India
Debt and Investment Survey, 1971-72 conducted by
the Reserve Bank of India and published on 14th
April, 1975. This survey gives the debt liability of
various classes of rural households, classified accord-
ing to area of land owned. Those holding no land
are the landless labourers, artisans, traders and others
in the rural areas, This class may, no doubt, contain

‘some people who are not so badly off but any error in

considering the levels of borrowing under this class
as representing on the average the borrowings of
agricultural labour and rural artisans will, in the view
of the Committee, be extremely marginal, In Table 1



of the Survey Report, the number of households
under each group of land holdings has been analysed
into households under asset groups. This Table is
being used as explained below to arrive at the nature
of the problem we have to tackle.

3.6. The Committee has assumed that all the
borrowing families under the group with no land
holdings are those that are fully affected by thelegisla-
tion for total discharge of debts. Even though thisclass
may contain a few better off persons, we will not be
far wrong in assuming the overall numbers for our
calculations. We are also assuming that in the total
number of households owning lands in each range
upto § acres and those that have assets of Rs. 5,000 and
above will not normally be covered by the debt legisla-
tion. The ceiling for the debt legislation being 5 acres
of unirrigated land, the Committee feels that this is a
reasonable assumption. Table IV of the Survey
Report gives the average liability per household for
each State, for each group of assets owned and area
of land owned. Multiplying the number of house-
holds by the average liability of each borrowing house-

hold in each such pool, the total liability for all the
borrowing households was obtained. The above
exercise has been done for each State separately.
Statement-1 at the end of this Chapter gives the
estimate of liability of borrowing households under the
various holdings size groups upto and including 5
acres under each of the States. The actual liability of
all the borrowing households who, in the view of the
Committee, will be affected by the debt legislation
works out to Rs. 974.40 crores as on 30th June, 1971.

3.7. The Committee is basing this Report on the
figures in the All India Debt and Investment Survey
for 1971-72. This may lead to the criticism that the
Committee has not taken note of the inflation in the
economy since 1971-72. There is a general impression
that poverty has increased and because of the in-
flationary tendency, rural indebtedness should also
have increased. This general impression is not borne
out by the facts. The following table compares the
average per-household cash loans outstanding on
30th June, 1962 with the cash dues outstanding on
30th June, 1972 on the basis of the data given in the
All India Debt and Investment 'Survey of the Reserve
Bank of India for 1961-62 and 1971-72.

Cuitivators Non-cultivators All rural households
Assets . Groups I§62 1972 - 1962 1972 1962 ]9‘:‘2—

o . . . 500 126.9 97.86 90.2 73.17 99.9 76.35
500 1600 171.4 129.60 182.5 129.14 176.1 129.28
1000 _ 2500 239.8 207.14 262.8 231.51 2445 216.96
2500 . . - 5000 364.9 286.12 423.0 348.73 370.6 207.72
5000 10000 538.5 389.92 . 710.4 538.61 550.6 411.89

Tt may be noticed that even at current prices, for all
asset groups upto and including Rs. 5000 the dues
outstanding in 1972 is invariably lower than that in
1962 for cultivators and non-cultivators alike. It has
to be borne in mind that the All India Index number of
wholesale prices with 1961-62 prices as 100 was
107.4 in 1962 for food articles and 230.6 in 1972.
Similarly, for all commodities the index was 104.1
in 1962 whereas it was 200.7 in 1972. Therefore, the
Committee would specifically draw the attention to
the fact that with prices nearly doubling between
1962 and 1972 the loans outstanding at current prices
was lower in 1972 thaa in 1962 for all the classes we
are considering, There is no reason to believe that
with prices at present at the level of 283 in March,
1976, the loans cutstanding at Current prices would
be above those in 1972, If the trends have been main-
tained, the outstandings must be lower. In a recent
talk on the All India Radio, Dr. Khusro has
pointed out that in absolute numbers population
below the poverty line seems to have risen during the
last decade but in percentage the poverty of the popul-
ation has lessened. There is a delinite improvement
in numbers and in percentages in those going above the
poverty line. The Committee will, therefore, be

erring on the liberal side, in basing its report on the
1971-72 figures.

3.8. In Statement-I we have analysed the estimates
of liability of households reporting borrowing as on
30th June, 1971 for the various holding size groups.
These figures indicate total borrowing including
those for capital and production. The All India Debt
and Investment Survey 1961-62 has full analysis of
the purposes for which the debts have been incurred
and the amounts under each purpose.

. The 1971-72 survey has not yet released data of a
similar nature. For our purpose, therefore, we are
assuming that the percentages of the various purposes
in the 1961-62 survey has been maintained for 1971.72.
According to the All India Debt and Investment Survey
1961-62 the household expenditure constituted 71.6
percent of the total borrowings for the asset group of
less than Rs. 500/-, 60.8 per cent for the asset group of
Rs. 500 to Rs. 1000/-; 59 per cent for the asset group
of Rs. 1000/- to Rs. 2500/- and 53.5 per cent for the
asset group of Rs. 2500/- to Rs. 5000/-. We are
assuming that the holding size groups “nil’ and
‘0.01" “0.50" acre fall within the asset group less than



Rs. 500/- and Rs. 500/- to Rs. 1000/-, Though this
would not be strictly correct, the Committee feels that
the margin of error will not be substantial. The Commit-
tee is also assuming for these two holding groups
together, 65 per cent can be taken roughly as borrow-
ings for household expenditure at present. Similarly,
for the other groups from 0.50 acre to 5 acres the
Committee is assuming an average of 55 per cent for
household expenditure. On this basis the total
requirements for consumption credit for these two
groups are given in Statements-II and I1I. Household
expenditure includes consumption expenditure and
expenditure on social obligations like marriage cere-
monies, funeral and other religious rites, education and
medical expenses. Houschold consumption also in-
includes some items of capital expenditure. As the
percentage is small the error will be marginal in the
approximation the Committee has accepted. The
only other purpose in the list which may be considered
as borrowing for consumption is the group “other
purposes”. As this constitutes only 0.1 per cent
for all the above asset groups, the Committee is
not assuming any credit for this purpose as falling
within the consumption needs that have to be looked
after. Tt will be seen that for the holding size groups
‘nil’ and ‘0.01 to 0.50° acre together, the consumption
credit for all purposes will be of the order of Rs. 340
crores, Similarly for the holding groups above 0.50
acre and including 5 acres, the consumption
credit for all purposes will be of the order of Rs.

250 crores.

3.9 The Committee has also worked out the
total credit that will be required for the borrowing
classes on the assumption that the number of bor-
rowing families under each of the classes are given
the maximum amount of loan for each purpose as
suggested by the Committee at paragraph 3.3 above.
For the purpose of this calculation, the number of
borrowing families in each State in the ‘nil’ holding
group and the group with holdings up to 0.50 acre
has been analysed in Statement-IV. For general
consumption [oans the total number of such borrowing
families have been considered. For funeral ceremonies,
the death rate has been taken for assessing the pos-
sible number of funeral ceremonies amongst the
borrowing groups in a year. For birth observances
the birth rate per thousand has been adopted.

3.10 For marriages it is assumed that on the life
expectation at present of the order of 50 years and
each person marrying once in life, on a rough cstima;g
the number of people married per year would
of the order of 100 per thousand families, each
family having five members. This is no doubt a
very rough estimation, but will give us the order of
the requirements. Applying this formula on the
number of borrowing families, we get the requirement
for this purpose. Details are in Statement IV-A.

3.11. It will be notfced that for various purposes
including general consumption loans, including also
loans for birth or death ceremonies but excluding
marriages, the amount required on the assumption

that every borrowing family borrows the maximum,
js);f the order of Rs. 90 crores. To this should be

added requirements for marriages, medical expenses
and education. Statement IV-A shows that the
credit requirements for martiage purposes for this
class of people is of the order of Rs. 24 crores if all the
houscholds in this group borrow at the maximum
ceiling prescribed. We have to add to this, the re-
quirements for medical expenses and education.
It is not possible to base these requirements on any
indices at present available. We can take a rough
amount of Rs. 10 to 15 crores for the two purposes
together. Therefore, the total requirement for all
consumption purposes listed above would be of the
order of Rs. 130 crores. We have, in a later Chapter,
assessed the requirements of the tribal arcas at about
Rs. 20 crores in all as an outside figure. As the tribal
lending is included in the overall tigures for all India,
no separate addition for this purpose necd be made
in the total figures.

3.12 The total liability of rural houscholds as
on 30th June, 1971 reported in Statement-II is of
the order of Rs. 340 crores in respect of the house-
holds owning land up to 0.50 acre. It will be noticed
that this differs substantially from the estimate of
Rs. 130 crores made above on the basis of the re-
commendations of the Committee. Tt is a well-
known fact that loan given to the poorest sections
of the community is extremely usurious and has no
relation to the actual money transferred from the
lender to the borrower. The liability of Rs. 340
crores would have been built up over a substantial
period of time following usurious practices of never
allowing -capital to be shown as paid. The Dam-
dupat faw has rarely been observed in the case of the
pocorest sections. The Committee would, there-
fore, reiterates that in their judgment a credit of
Rs. 130 crores distributed judiciously according to the
principles stated by the Committee will more than
look after the actual credit needs of those whose debts
have been wiped out by the recent Debt legislation.

3.13 According to the All India Debt and In-
vestment Survey 1971-72, the percentage of borrow-
ing households is only 27.73 in respect of landless
households and 39.32 in respect of those owning
up to 0.50 acre of land. To some extent, this low
percentage of borrowers may not represent the real
needs for borrowing of these poorest sections of the
community . If credit had been available at reasonable
rates more persons may have borrowed to tide over
difficult periods and improve their earning capacity. .
A large institutional frame for giving consumption
credit will, therefore, result in more people from this
class applying legitimately for loans. Some cushion
will have to be provided for such new clientele, The
Rs. 130 crores the Committee has fixed for those
that are already borrowing has an inbuilt margin
for new credits because the figure is arrived at by
the assumption that every borrower will borrow the
maximum allowed. This will not take place. Fur-
ther, in the first year, not all requiring credit will come
to the credit system as new systems take time to es-
tablish themselves. Taking all this into considera-
tions, the Committee estimates that it will be safe
to place the requirements for consumption credit



of this class at Rs. 170 crores for the first year of
operation. After the experience in the first year,
the figures for the following years can be worked
out.

0-6-1971 for all the houscholds owning land above
0.50 acres and up to 5 acres has been estimated
at Rs. 250 crores as explained in Statement-II. This
figure in the view of the Committee, is an inflated
figure of the actual money transferred from the lender
to the borrower in this sector. For the same reasons
as those the Committee has explained for the landless
sector, this figure will have to be reduced. The
Committee considers that credit of the order of Rs. 125
crores should more than look after the present needs
of this class of borrowers. This class of borrowers
will generally be taking productive credit for agri-
cultural production in addition to consumption
credit. - The production loans that the institutions
can and do provide has an in-built consumption
credit fraction. The Reserve Bank of India has ad-

/ 3.14 The total liability of rural houscholds on
3

vised the commercial cooperative banks to provide
credit for short-term agricultural purposes according
to scale fixed per acre, per crop, consisting of two
components of which Component-A is proyided
entirely in cash as ‘ways and means’ advance.” The
Committee feels that the institutional agencies can
take care of the pure consumption needs of this class
of the rural community without making any change in
existing policies and procedures except marginally.
Hence, no special arrangement for providing to them
credit of this type appears necessary except taking
steps to strengthen the net work of institutional credit
agencies. The marginal improvements will be for

meeting the special nceds in respect of marriages,
birth or funeral ceremonies and medical relief. In
these cases the ceiling allowing for the hidden con-
sumption credit may have to be pierced in individual
cases. Some reasonable concession in this regard
based on credit-worthiness will solvc this pro-
blem.



11 STATEMENT [

o .. vStatement shewing the estimates of liability of households reporting borrowing ar on 30-6-71
(Rs. in crores)
P! t Holding size group in ACres »
States/U.Ts. Nil 0.01 to 0.5t 1.00to 1.25 to 2.50 to Total
, T o P 0.50 1.00 1.25 2.50 5.00
nre 1 ' 2 3 4 ) 6 7 8
1. Andhra Pradesh 10.50 46.79 16.43 11.29 23.35 25.26 133,62
2. Assam ./ 2.81 1.44 3,40 0.33 5.49 1.14 14.61
3. Bihar . - 2,60 51.79 11.56 4.66 9.87 3.86 84.34
4, Gujarat . 19.76 23,58 5.28 4.10 8.61 10.76 72.09 .
5. Haryana®™ . . v 298 14.10 0.02 0.49 0.13 17.72
6. Himachal Pradesh . 0.7 1.89 0.38 0.08 0.06 .. 3.28
7. Jammu & Kashmir v “0.04 0.88 0.47 0.11 0.51 0.32 2.33
8. Karnataka i 9,65 16.47 3.92 3.57 18.65 18.16 70.42
9. Kerala, (' ', . 3,35 14.53 4.94 0.84 1.95 0.40 26.01
10. Madhya Pradesh . v 3.91 18.01 3.21 2.86 -7.68 10.72 46,39
11. Maharashtra =~ ' . v 8,23 14.48 6.63 2.1 8.69 10.87 51.61
12. Mapipur ' ' . P "' 0.03 0.20 0.06 0.03 0.15 0.10 0.57
13. Meghalaya o ‘ { Neg. 0.05 0.01 Neg. 0.04 0.03 0.13
14. Nagaland : !", v .. .. . . . . ..
15. Orissa . AR b 2.79 9.79 4.63 2.95 9.32 5.98 35.46
16. Punjab .o "t ' '1,55 30.21 0.34 o.11 0.19 . 32,40
17. Rajasthan /' ', b 3.99 18.63 2.9 1.90 11.55 15.32 54,31
18. Sikkim . . - .. . .. - v .
19. Tamil Nadu ~ ‘%, v 15.64 48.96 18.96 12.77 28,90 16.45 141.68
20. Tripura . 0.17 0.21 0.20 0.15 0.4 0.29 1.46
21. Uttar Pradesh - '° ' 10.08 83,51 17,64 5.98 15.82 4.54 137.54
22. West Bengal . 4.29 25.08 1.62 310 6.50 1.84 . 48,43
LT [ IS AL —-
' .TOTAL .. 1 1103.21 . 420.60 108,62 58,03 157.90 126,04 974.40

.’
. W




StaTement 10

Statement showing the estimates of censumption credit requirements of households owning upto 0.50 acres of land reporting borrowing

Total liability of rural households reporting borrowing as on 30-6-1971
.

Holding size in acrecs

~ {Rs. in croges)

States/U.Ts. Nil 0.01 Total Of which
Col. 243  consump-
tion expen-
diture at
65% of
. Col. 4.
1 2 3 4 5
1. Andhra Pradesh 10.50 46.79 57.29 37.24
2. Assam 2.81 1.4 4.25 2.76
3. Bihar . 2.60 51.79 54.39 35.36
4. Gujarat . - 19.76 23.58 43 .34 . 28.17
5. Haryana . . 2.98 14.10 17.08 11.10
6. Himachal Pradesh 0.87 1.89 2.76 1.79
7. Jammu & Kashmir 0.04 0.88 0.92 0.60
8. Karnataka . , 9.65 16.47 26.12 16.98
9, Kerala . . N 3.35 14.53 17.88 . - 11.62
10 Madhya Pradesh 3.91 18.01 21.92 14,25
11. Maharashtra , . 8.23 14.48 22.11 . 14.76
12, Manipur ' 0.03 8.20 0.23 0.15
13. Meghalaya . 0.05 0.05 0.03
14. Nagaland . . e
15. Orissa . 2.79 9.79 12.58 8.18
16, Punjab . 1.55 30.2t 31.76 20.65
17. Rajasthan o 3.99 18.63 22.62 14.70
I8, $ikkim , . . .. .. C
19. Tamil Nadu . 15.64 48.96 64.60 41,99
29. Iripura . . . 0.17 0.21 0.33 0.25
21. Uttar Pradesh 10.05 83.51 93.56 60.81
22, West Bengal | 4.29 25.08 29,37 19.09
ToraL 103.21 420.60 523,81 340.48
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Staresent 1

Starcmeru showmg the estimates of Consumption Credit requiremeiis of households awmn: Jrom 8.50 acres s $ acres reperting
barrowing

Tota! liability of household reporting borrowing as on 30-56-1971
i - (Rupees in grores)
Molding size group in acres

States/U.Ts. - 0.50 to 1.00 to 1.25 w0 1.50 10 Total Of  which

‘ 1.00 1.25 2.50 v 5.00 Col. consump-

. 2,3, tion expn.
4, &5 e 55%of

i { ' Col. 6
1. Andhra Pradesh . . . .. o 16,43 11.29 23.35 25.26 76.33 47 .98
2. Assam . S, . . " . © 3,40 0.33 5.49 1.14 10.36 5.7
3, Bihar , . . R .o .7 11,56 - 4,66 " 9.87 3,86 29.95 16.47
4. Gujarat . . . . . . . 528 4.10 8.6l 10,76 28.75 15.81
5. Haryana . <. o . . ©0.02 - ©0.49 0.13 .« 0.64 0.35
- 6. Himachal Pradesh ' . . . . . . 0.38 0.08 0.06 . 0.52 0.29
7. Jammu & Kashmir . . . . . . 0.47 0.11 0.51 0.32 1.4 0.78
8. Karnataka . . . . . . 392 3.57 18.65 18.16 | 44,30 - 24.37
. 9. Kerala .- . . . P . 4.94 - .84 1.95 " 0.40 8.13 4.47
10. Madhya Pradesh . . . . . . ©3.21 2.86 7.68 10.72 24.47 13.46
11, Maharashtra . . . .. . 6.63 2.1 " 8.69 10.87 23.98 15.90
12, Manipur . . . . . _— 0.06 - 0.03 0.15 0.10 0.34 0.19
13, Meghalaya. . . . . .o 0,01 .. 0.04 0.03 0.08 0.04
14. Nagaland . . . “ . . . : e . - - e
15. Orrisa . . . . . N . 4.63 - 2,95 9.32 5.98 22.88 12.58
16. Punjab . . . . . . . . 0.34- 0.11 0.19 - 0.64 0.35
17. Rajasthan . . . . 2.92 1.90 11.55 15.3¢ 31.69 17.43

18. Sikkim ST . . . . . .. . ‘e e -

19. Tamil Nadu . . . . . . . 18.96 12,77 28.90 16.45 77.08 42.39
+-20. Tripura .. . . . . . . 0.20 0.15 0.44 . 0.29 1.08 0.59
21. Uttar Pradesh . . . . . . 17.64 5.98 "15.82 4.54 ' - 4398 24.19
22. West Bengal . . . . . . .- 7.62° 3.10 ' 6.50 1.84 19.06 10.48
ToTAL . - .108.62 58.03 157.90 126.04 450.59 247.82
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STATEMENT IV

Statement showing credit requirements for consumption purposas and for Birth and Death Ceremonies

12

State Holding size No.of % of  Credit Needs for Credit Needs for Credit Needs for Total
Greups (in Rural  Borrow- consumption birth ceremonies death ceremonies credit
B cee acres) house- ing Rura} purposes reqd, for
holds  house . No.of  Amt, No. of  Amt. consump-
with holds Est. Amt, births @ reqd. deaths reqd. tion, birth*®
. assets . No.of reqd. @ 35.57per @ Rs. 75 @ 15.23 @ Rs. 75 (Col. 6
upto Rural Rs. 75/~ thousand per birth per 1000 Per death 4-8+10)
Rs. 5000 Borro- per bor- or 177.85 ceremony or 7€.15 ceremony (Rs, lakhs)
000 wing  rowing . perthou. (Rs. lakhs) per 1000 (Rs. lakhs)
h.h, h.h. borrowing borrowing
, ‘000" (Rs. lakhs) h.h. h
1 2 3 4 5 6 7 8 9 10 i
1. Andhra Pradesh Nil 635 3294 ' 209 15675 37171  27.88 15015 ' 11.94 196.57
(1{ ﬂll—-o .50 2042 40.94 836 627.00 148683  111.51 63661  47.75 786.26
2. A N‘?l‘“ 2677 1045  783.75 185854  139.39 79576 59.69 982.82
. Assam - NI 352 18.99 67 5225 11916 8.94 5102 3.83 63.08
0.0 l—o.so 197 2383 47 3525 8359 6.27 3579 2.68 44,20
3. Bihar N 549 114 8550 20275 15.21 8681 6.51 107.22
. R 231 36.24: 84+ 63.00 14939  11.20 . 6397 . -4.30 - 79.00
0.01--0.50 3049 47.08 1435 © 1076.25 255215  191.41 109275  81.96  1349.62
4. Gujarat o 3280 1519 © 1139.25 270154  202.61 15672  86.76  1428.62
- Guj N 1378 30.87 178 133.50 31657  23.74 13535  10.17. . 167.41
0.01-0.50 650  40.2h 261 . 495.75 46419  34.81 19875 14,91 . 245.47
o 1228 b 43905 32925 78076 58.55 33430, - 25.08 auﬂz.?‘s
: ' b A and deaths
5- Haryana N 6 2229 15 1125 e 200 142 686 o 1iad)
T.om—o.so 282 -37.41 105 . .78.75 18674  14.0} 7996 6.00 . 98.76
6. Himachal Nil 351 s 120 90.00 21342 16.01 9138 6.86 . 112.87
P dch ' ; 18 16.87 3. 2325 534 0.40 228 0.17 v 2.82
rades . '1962111—0'50 48 49,17, 17 ¢ 012,75 3023 2.27 1295 0.97 15.99
7. )ammu & Nl 3 . 20 .. 1500 3557  2.67 1523 1.4 1881
Kashmir 0.01—0.50 @ ;;‘11% 1075 179 0.13 76 0.06 0.94
oy BooN o B oumoam oaeonom e
8. Karnataka N e 5 813 28.66 233 174.75 41439 31.08 17743 1331 219.14
g.01-0. 1;,;5 38.80 301 225,75 53533 40.15 22921 17.19 . : 283.09
9. Kerala. . Ni 388 534 - 400.50 94972  71.23 40664  30.50 . 502.23
0.01—0. 50 21 55.43 74, 5550 13161 9.87 5635 4.23 69.60
L 9.01-0. e 0% 267 20025 47486 30.61 20332 1525 . . 25111
10. Madhya Nil o 341 25575 60647  45.48 25967  19.481 82071
Pradest 0.01--0.50 24.77 110  82.50  i9564  14.67 8377 6.28 103.45
" Toal iglsg 3315 3255 ' %3‘3355 63137 4735 2703341 20. %15 333.87
11. Maharashtra N s SU 2088 190 19250 3398 W4 rus 108 17863
g.o1.-0. llgg; 29.33 300 22500 53355  40.02 22845  17.13 282.15
12. Manipur Nil < 490  367.50 87147 65.36 37314 27.98 460.84
’ " 0.01—0 6  18.52 1 0.75 1788 0.13 76 0.06 0.94
Forar %0 24 173 4 300 71 053 305 0.23 3.76
13. Meghalaya Nil i3 2'-3'1 _5 3.75 849 0.66 381 0.29 4.70
Toar % 2 s 2 150 36 0.27 15 o.ii 1.88
14. Orissa . Nil 2 1.50 356 0.27 152 0.11 1.88
0,50 250 17.10 43 325 7648 5.74 3274 2.45 40.44
Total e I3 248 13600 44107 3308 18885 14.16 233.24
15. Punjab Nil 21 218.25 51755 38.82 22159 16.61 273,68
" 0 01—0.50 666  34.17 23 17.35 4091 3.07 1751 1.31 21.63
Total STOSSI0 21 24075 57090 4282 24444 18,33 301.90
16. Rajasthan . Nil N6 379 4 2800 el J8L 4585 26195 19.64 323.53
Yo —0.30 J7 s200 160 120000 2x4s6 3 Disé SHa 15048
17. Tamil Nadu . Nil 1068 33,12 3"?2 52??3 23(',83 A A L ;gg.gz
9.01.-0-50 293 075 4 67050 15wy 1195 shoss  Slos 8407
18. Tripura NI 22 2ag PR 93600 221957  166.47 95035  71.28  1473.69
0.01—0.50 3% . 5 3.75 8889 0.67 381 0.29 4.71
Total o B 7 5.25 1245 0.93 533 0.40 6.58
19. Uttar Pradesh Nil 406 31.55 li;;' 9233 222134 1.60 914 0.69 15.29
Q.54570-50 BT 949 1323 90225 2525 U647 10045 7596 12428
20, West Bengal . Nil 668  35.27  lgs i3eas 238061 193, 4 1043 - s2E7 136466
Totar 0% B4 732 S64.00 133743 10031 $1908° 4299 707.26
21 Delhi .. Nl 12 23.98 3y 9% 163300 120.85 7034 52.60  866.20
Total 020 3 uoe § &N wem s 37 o Y0754
ALLINDIA . Nil 6972 27,73 1933° : 601 6.10 685 0.51 13.36
. 33 144975 34
9.01.-0.50 9510 39.32 765 5744.25 136215 1904 o) W R o
92 7194.00 1705943 1284.34 730428  547.83  9026.17




STATEMENT IV A

Statement showing credit requirements for marriage purposes

State Holding size Groups Credit necds for marriage Amount re- Tolul credit
(in acres) purposes quired (7 Rx. requirements
250 per marri-  for  consump-
No, of borrow-  No, of persons age (Rs, lakhs)  tion, births,
ing Rural gy  likely Lo be deaths & mar-
Houscholdsy | married in one riages.
‘000 .g year (100 per (Rs. lukhs)
a8 thousand/bor-
rowing house-
holds)
1 2 3 4 [ 6
.1, Andhra Pradesh N . Nil 209 20500 52.25 248.82
0.01—0,50 836 83600 209.060 995,26
Total 1045 104500 261.25 1244.08
2. Assam . Nil L.i67 6700 16.75 79.77
0.01—0.50 T 47 4700 11.75 55,95
. : Total 114 11400 28.50 135.72
3. Bihar . I Nil 84 R400 21.00 100.00
0.01--0.50 1435 143500 358.75 1708.37
. ‘ Total 1519 151900 3719.75 1808.37
4. Gujarat . Nil ‘ 178 17800 44.50 211.91
0.0t-—0.50 261 26100 65.25 310.72
Total 439 43900 109,75 532.63
5. Haryana . Nil . i5 1500 3.7 17.86
‘ 0.01—0.50 105 10500 26.25 125.01
. ) Total 120 12000 30.00 142,87
6. Himachal Pradesh Nil 3 300 0.7 3.57
- 0. 01—0 50 17 1700 4.25 20.24
‘ . Total 20 2000 5.00 23.81
7. Jammu & Kashmir . Nil 1 100 0.25 1.19
0.01-0,50 18 1800 4.50 21.43
Total 19 1500 4.75 22.62
8. Karnataka . . . . Nil 233 23300 58.25 271.39
0.01—-0.56 301 30100 75.25 3158.34
Total 534 53400 133.50 635.73
9. Kerala . . . . 4, 7400 18.50 84.10
0 01—0 50 267 26700 66.75 317.86
Total 341 14100 85.25 405.96
10. Madhya Pradesh . . . Nil 110 11000 27.50 130.95
0.01—0.50 355 35500 88.75 422.62
: Total 465 46500 116.25 553.57
11. Maharashtra . . Nil. 190 19000 47.50 226.19
- 0.01—0.50 300 30000 75.00 357.15
Total 490 49000 122.50 583.34
12. Manipur . . . Nil 1 100 0.25 1.19
0.01—0,50 4 400 1.00 4.76
Total 5 500 1.25 5.95
13. Meghalaya . . Nil .. ..
0.01—0.50 2 200 0. 50 2.38
: Total 2 200 0.50 2,38
14, Orissa . Nil 43 4300 10.75 50.19
0 010,50 248 24800 62.00 295.24
Total 291 29100 72.75 146,43
15. Punjab Nil 23 . 2300 5.75 27.38
0 010,50 321 32100 80.25 382.15
Total 344 34400 86.00 409.53
16, Rajasthan Nil 43 4300 10.75 51.19
0.01—0.50 160 16000 40.00 190.48
Total 203 20300 50.75 241.67
17, Tamil Nadu . . Nil 354 35400 48,50 421.44
0.01—0.50 894 89400 223.50 1064.25
Total 1248 124800 312.00 14%5.69
1R, Tripura . Nil 5 500 1.25 5.96
0.01—0.50) 7 700 1.75 8.33
Total 12 1200 3.00 14,29
19 Uttar Pradesh . . Nil 128 12800 32.00 152.38
0.01—0.50 1323 1323060 330.75 1575.03
Total 1451 45100 362.75 1727.41
20, West Bengal . . . Nil 169 16900 42,25 201.19
0 01—0.50 752 75200 188.00 895.26
Total 921 92100 230.25 1096.45
" 21. Dethi . . . . . Nil 3 300 0.75 3.57
0.01—0.50 6 600 1.50 12.04
Total : 9 900 2.25 15.61
All India . Nil 1933 193300 483,25 2301.24
0.01-0.50 7659 765900 1914.,75 9122.93
Total 9592 959200 2398.00~ 1142417

1 D of R&B/76—4
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CHAPTER IV

INSTITUTIONAL ARRANGEMENTS FOR
PURVEYING CONSUMPTION CREDIT

4.1 The institutions and authorities at present
purveying credit in the rural areas are :—

(i} the co-operatives;

(ii) the commercial banks, including the Regional
Rural Banks ; .

(iii) Government ; and
(iv) the Khadi and Village Industries Board.

4.2 Although there is no bar on providing con-
sumption credit to their members, the primary agri-
cultural credit societies provide primarily only pro-
duction credit to farmers and tenants. The short-
term production credit however, takes care of the
consumption needs to some extent as explained in
chapter III through the ‘A’ component of the scale
of finance. The societies hardly ever provide loans
to agricultural labourers who do not requiie produc-
tion credit but pure consumption credit. There ar:
weavers societies and other industrial societies which
provide wages to their members and very small
loans for meeting their consumption needs, The State
khadi and Village Indnstries Boards give loans for
those engaged in village industries for financing their
production and not the consumption needs Govern-
ment taccavi loans are given for land improvement
or agricultural production and thus do not cover
consumption needs either the agriculturists or agricul-
tural labourers. The commercial banks do not
normally provide consumption credit to the
people in the rural areas; but the Regional
Rural Banks have provision for medical and edu-
cational loans to their clients. Tt will be seen, there-
fore, that there is very little provision at prcsent for
any lending for pure and simple consumption credit-

4.3 We have in Chapter IIT proceeded on the
basis that no special arrangement may be recessary
in respect of farmers having more than 0.50 acre of
land. Where the size of the holding is less than 2.5
acres or even where the expenditure is somewhat
high, the credit provided as cash comporcnt ‘A’
may not be adequate, Hence, some arrangements
may have to be thought of for meeting such consump-
tion needs as go beyond the production credit pro-
vided and which cannot be considered as extra-
vagant.

4.4 The co-operative system has been examining
the need for consumption credit in the light of the
debt legislation. The Co-operation Departinent of
the Government of Maharashtra, has recently pre-
pared a scheme for grant of consumption lsans to
the weaker sections of the society. Under this scheme,
the loanee who has to be a non-defaulter m=mber

14

of a co-operative society holding less than 5 acres of
land or who is a Iandless agricultural labourer or rural
artisan can get a loan upto a maximum limit of
Rs. 250 on the mortgage of moveable properties like
utensils, radio sets, cycles, watches, etc. There is a
restriction that total lending by a society should not -
be more than 10% of the crop loan advanced
by it. The repayment period will be one year which
may be extended by another 3 months. The rate
of mterest will be 139 for the year and 189 for the
extended period. The Agricultural Credit Depart-
ment of the Reserve Bank of India has advised the
Registrars of Co-operative Societies that a primary
agricultural credit society may advance consumption
loans to a person up to 10% of his short-term loan
eligibility subject to a maximum of Rs. 250 per in-
dividual and that preference in this behalf should be
given to the weaker sections. The Reserve Bank
has not prescribed any additional security for the
consumption loans, The Reserve Bank of India is,
however, not agreeable to refinance such operations,
but expects the banks or societies to.use their own
funds for the purpose. The co-operative credit
societies/banks of Kerala are financing such operations
on a fairly big scale out of their own funds. The banks
and societies have launched a very big drive for mobi-
lising deposits with full suppert from the Govern-
ment. Deposits of the order.of Rs. 20 crores are
expected to be added to the co-operative credit sys-
tem during April, 1976 alone. Many State Govern-
ments and co-operative banks have, however, expres-
sed their inability to advance pure consumption
loans unless their resources are supplemented from
outside.

4.5 The commercial banks have also examined
the problem and some of them have formulated cer-
tain schemes, more or less on an experimental basis,
in an attempt to meet some part of the consumption
needs of the poorer sections of the society. Bank of
India, for example, has formulated a scheme for
financing released bonded labourers. The quantum
of loan granted for medical expenditure is limited
to Rs, 200 for educational purposes to Rs. 25
per child with a maximum limit of Rs. 75 per borro-
wer. Under the scheme, the bank extends for social
purposes Rs. 125 once for all, The total limit
per borrower for all the purposes together is not to
exceed Rs. 400. As security, the bank accepts group
puarantee wherever possible and/or gold/silver arti-
cles/fornaments. Being a package scheme, ‘the bank
does nof extend loans exclusively for consumption
purposes but only along with production loans. Under
a scheme formulated by Punjab National Bank,
consumption loans for modest amounts are available



to small farmers having land holdings upto 2.5 acres,
if irrigated and 5 acres, if unirrigated. The loan is
granted for genuine consumption requirements of the
borrowers with the stipulation that no loans are grant-
ed for wasteful expenditure like those on marriages,
dowry or post-funeral rituals. The amount of loan
is need-based but does not exceed Rs. 1500/« to any
single borrower. The loans may be granted against
the guarantee from a suitable person., Canara Bank
has formulated a scheme for extending financial assis-
tance to small/marginal farmers who have fallen
victims ‘of natural calamities Jike floods, famine,
droughts, etc. This scheme envisages granting of
loans up to Rs. 1000/~ per person. The actual quan-
tum is, however, fixed taking into account the person’s
income-generating capacity. It will be noticed that
in the commercial banking system, loans for con-
sumption purposes are associated with the production
activity of the borrower. It is, therefore, unlikely
that it will substantially help those classes who are
non-agriculturists or are only labourers.

4.6 State Governments have been lending tac-
cavi loans during natural calamities like droughts,
floods, etc. The legislation under which taccavi
is given enables State Governments to give loans only
for land improvement and agricultural production,
but in practice taccavi loans also contain an element
of consumption. Taccavi loans are generally given
on a group loan system. Lending of the Khadi
and Village Industries Board is very limited and is
purely for  production,

4.7 1t is, thercfore, evident that barring the cle-
-ment of consumption credit in the production loans,
the banking institutions and the Government do not
have any arrangement at present to meet the consump-
tion needs of the weaker as well as the relatively
better-off sections of the rural community. This is due
firstly to the fact that until the passing of the recent
debt relicf laws, provision of credit to meet consump-
tion needs even of those who had tangible security
to offer was not encouraged. Secondly, the instity-
tions do mot also have the infrastructure necessary
to reach the mass of people both for providing loans
and more so for the recovery thereof. The class of
persons are such that while they will need the credit
facilities in a lump sum, the repayment will have to
spread over many months often in daily or weekly
instalments as their income is derived not from agri-
cultural production but from wages earned from time
to time, Any system that can effectively look after
this type of lending business must be situated as close
as possible to the borrower to facilitate his repaying
in small amounts and over a genod of time. The
commercial banks have come into the field _durmg
the last seven years for extending rural credit, but
they have limitations in servicing large number of
individual loans of very small amounts directly.
Considering all aspects of the situation, the (;ommlt-
tee is of the definitc view that the primary 'agnculturn,[
credit societies reorgamsqd into v1?ble units, farl_ne_rs
service socicties, large-size multi-purpose societies
in the tribal areas each having a full-time paid Secre-

" tion credit facilities. The

tary/Managing Director will be the best. suited to
handle the_ business of providing consumption credit
to the various categories of the rural community,

4.8 Several steps have been taken by the Agri-
cultural Credit Department of the Reserve Bank of
India to ensure that the primary co-operative credit
structure is enabled to discharge its growing respons
sibilities satisfactorily. The main thrust has been
on—

(1) reorganisation of primary credit socicties
into viable units by weeding out non-viahle
units by amalgamation with the potentially
viable unit or liquidating them if their finen-
cial position is bad;

(2) appointment of full-time paid secretary to
each primary co-operative;

(3) tightening up the loan recovery system so
that more and more funds can be pushed
through this sector for rural credit;

(4 introduction  of universal membership to
prevent a closed shop mentality and enable
all persons in the rural sector requiring loans
fon;l production to join the co-operative;
an

(5) reserving a given proportion of credit for
short-term  agricultural purposes in favour
of small/marginal farmers,

The Committee notes with satisfuction that during
the last two years there has been a determination on
the part of several States to reorganise and strengthen
the co-operative credit structure at the base level on
the lines advised by the Reserve Bank of Indja.
This is a happy augury because there cannot be any
dispute on the point that the primary credit society
is the most appropriate agency for shouldering such

responsibilities.

4,9 Following the lcad given by the Maharash(ra
and Kerala Co-operative systems, the obvious solu-
tion is to provide in the co-operative credit structure
for both consumption credit as a part of production
credit as well as pure consumption credit. [t is
also necessary to ensure automatic membership to
all those agriculturists and non-agriculturists who
want to join a society for production and/or consum-

unjversal membership
concept should answer this requirement, If these
changes are made in the policies governing the pro-
vision of credit by the societies, consumption credit
for agricultural producers and consumption credit
for agricultural labourers and artisans can be pur-
veyed through primary co-operative credit socictics
which have been reorganiscd into viable units and
are having a full-time paid sccretary. This means
that the programmes of reorganisation which have
been drawn up in the different States should be speed-
ed up so that the nccessary agency at the village level
is created.  We recommend, therefore, that the State
Government should give the highest priority to im-
plement the programme of reorganising the societios
to form viable units, farmers service societies or large-
size multipurpose societies in the tribal areas,



4.10 In spite of the best efforts, the reorganisa-
tion and strengthening of the primary agricultural
credit societies may take some time and, therefore,
there will be many areas in every State where the soci-
ety at the village level will not have the capacity to
handie the consumption credit business. The co-
mmercial banks have been opening their branches in
the rural areas and the number of such branches 13
even now quite substantial. The central co-opera-
tive banks have also a large net-work of branches in
the tural areas and there is a definite programme of
branch expansion in their case also. While it will
be difficult for the branches of the commercial or tu:
central co-operative banks to provide consumption
oredit directly to those who cannot offer any tangible
security, it should be possible for them to provide
facilities at their own branches where such security
could be offerred. In_South Tndia, and, particularly,
in Tamil Nadu and Kerala, advances of commercial
panks against the security of gold and silver orna-
ments are sizeable. We understand that with the
approval of the Reserve Bank of India, central co-
operative banks in Tamil Nadu have also been extend-
ing a similar facility at their branches directly to
individuals. The Reserve Bank of India has recently
advised afl the Secretaries to State Governments’
Co-operation Departments, that subject to certain
conditions and within certain limits, central co-opera-
tive banks all over the country may advance loans
directly to individuals against the security of gold
and silver ornaments, provided that the total loans to
individuals from them inclusive of gold and silver
loans do not exceed 10 per cent of their total time and
demand liabilities. We recommend that full ad-
vantage of the permission given by the Reserve Bank
of India to the central co-operative banks should be
taken and that the commercial banks also may step
up their advances against gold and silver ornaments
to needy persons.

4.11 JWe have emphasised the need for reor-
ganising primary agricultural credit societies so as
to equip them with the ability to handle the consump-
tion credit business. However, reorganisation of the
socieites is not going to solve the problem of funds
for providing consumption credit to their members.
Barring Kerala, the primary agricultural credit socie-
ties in most States have very meagre internal resources
as their deposits are poor and their share capital is
substantially invested in the shares of the central co-
operative banks. The dependence of the societies
on central financing agencics for providing loans even
for production purposes is admittedly very large.
In many districts, the central co-operative banks are
unable to lend the necessary financial support to the
societies and large credit gaps exist. The Reserve
Bank of India had sponsored six years ago, a scheme
for financing primary agricultural credit societies by
commercial banks and most States have by now
accepted the idea. Similarly, on the recommenda-
tions of the National Commission on Agirculture, Lhe
Government of India and the Reserve Bank have
advised the State Governments to organise a number
of Farmers® Service/Societies in the Small Farmers
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Development Agency areas as well as in the districts
covered by the Regional Rural Banks. Most of
these societies are expected to be financed by commer-
cial banks. We recommend, therefore, that where
central co-operative banks are weak and are not in
a position to give the necessary financial support to
all the societies in their areas, some societies may be
attached to commercial banks for the purpose of
credit facifities, both for production and consumption
purposes. Similarly, the organisation of Farmers’ Ser-
vice Societies as repeatedly advised by the Govern-
ment of India should also be speeded up.

412 We" have emphasised that only primary
agricultural zredit societies as have a full time paid
secretary should be entrusted with the responsibility
for providing consumption credit. ' As at present,
only about one-third of the societies in the country
have full-time paid secretaries. There are many
States where the number of societies having full-time
paid secretaries is much less than one-third of the
total. The number of primary agricultural credit
societies attached to the commercial banks is only
3291 at the end of December, 1975. The number
of Farmers’ Service Societies already in position and
recognised by the Ressrve Bank of India is less than
100 for the country as a whole. There is a clear need
to strengthen the primary cooperative societies on
a war footing in the next two months by all the methods
available as recommended so that at least half* the
societies in the country are made viable and have full
time paid secretaries. Even then, it is obvious that
in a very large part of the country it may not be possi-
ble to make immediately aiy institutional arrange-
ments for the provision of ¢insumption credit to any
sector of the rural community. Under these cir-
cumstances, there seems to be no alternative but to
cater to the needs of the rural communities in the
‘grey’ areas by the States Governments through their
revenue and other administrative departments. The
first step will have to be for identifying the ‘grey’
areas so that there is no overlapping in the pro-
vision of consumption credit befveen the Govern-
ment on the one hand and institutional agencies on-
the other. To facilitate the grant of consumption
loans by the Government, special laws may have to
be enacted, because it is apprehended that the present
laws under which taccavi loans are granted may not
allow the provision of consumption loans. For
facilitating recovery, such loans may be provided on
a group basis where no tangible security is available
so that there will bz joint and several liability in the
group.

4.13 Finally, it will be advantageous if the re-
covery of pure consumption loans is made out of the

wages payable to a person under an employment
programme. The Committee have noted with in-
terest the Employment Guarantee Scheme which

the Maharashtra Government has been working
for the last two years. The report of a Committee
under the Chairmanship of Shri R. N. Azad, Joint
Secretary, . Department of Rural Development, re-
commending a suitable expansion of this scheme to
other States is now under examination. From the



fact that there are agricultural labourers and ‘mar-
ginal farmers who live mainly on wages for whom a
pure consumption credit is required, it is obvious that
such people can benefit by a controlled employment
scheme. In order, therefore, to solve the twin pro-
blems of provision of employment and collection of
consumption loans, the Committee recommends
that in both these areas of difficulty, the borrowers
should be put onr to an employment scheme worked
by the Government Departments. As wages will
be paid by the Department on the
basis of work done on a weekly basis or a daily
basis, provision should be made for coliecting back
a percentage of the wage as repayment of the consump-
tion loan taken. The Committee is of the view that
there are quite a lot of production schemes in which
this earmarking can be done without seriously upset-
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ting the plan budgets. The Committee, therefore,
recommends that each State should identify such
programmes and ensure the linking up of the loanees

* with such produetion schemes so that the loans can be

recovered promptly, [n the case of artisans in such
difficult situations, the cooperative marketing structure
will have to take the responsibility for marketing the
goods and collecting back the loan instalments,

4,14 The basis on which leans may be sanctioned
and the manner in which they will be rccovered will
have to be fixed carefully, We recommend that the
Government of [ndia may appoint a Working Group
which should include representatives of commercial
and cooperative banks and of the State Governments
to suggest appropriate norms and procedures,



- CHAPTER—V
ARRANGEMENTS FOR TRIBAL AREAS

5.1 The problem of credit in the tribal areas needs
special treatment because of the distinguishing features
of their socio-economic siutation. In the Fifth Plan
separate sub-plans have been prepared for areas with
more than 509, tribal population. In the new
approach, considerable flexibility is envisaged so that
specific programmes can be formulated with reference
to the problems of each area.

r

5.2 The tribal communities have a simple socio-
economic situation; their needs are modest and often
not clearly demarcated. The money lender meets all
his requirements including consumption purposes and
social ceremonies. The money lender has been able
to win his confidence by his prompt service and flexi-
ble repayment schedules. He, however, operates in
a subtle way and charges usurious interest ranging
between 100 to 3009, contracts advance sale of crops
at low prices and employs him at below subsistence
wage levels.

5.3 The average land holding in the tribal areas
is considerably larger than in the advanced areas. But
the actual utilization of the land and the intensity of
its use is considerably smaller, The yield and produc-
tivity are also low. The tribal draws substantial part
of his subsistence from minor forest produce or casual
wage labour in the Forest Department. Since the
level of his agricultural technology is low and he
depends to a considerable extent on non-agricultural
operations notwithstanding larger land holdings, the
tribal economy is, by and large, not as yet covered
significantly by the institutional credit structure, This
situation, therefore, forces him to rely on the tradi-
tional moneylender even in those areas where modern
credit institutions might have been established.

5.4 Marketing and credit operations in the tribal
areas are subjected to numerous forms of exploita-
tion and, therefore, a large portion of gross production
in the tribal economy is siphoned off making it a net
deficit economy, This results in high indebtedness
and land alienation, This area, therefore, needs
special attention if the benefits of the new develop-
mental programmes are to accrue to the tribal coms
munity.

5.5 The question of an appropriate institutional
framework for the tribal aras has been examined in
considerable detail by an Expert Committee set up by
the Government of India (Bawa Committee) recently.
This Committee accepted that the simple tribal sutua-
tion needs a simple institutional structure. The
Committee recommended that a network of strong and
viable large-sized Multi-purpose Cooperative Socie-
ties (LAMPS) should be set up at the base level which
should purchase agricultural and minor forest produce,
supply necessities of life at fair price, provide pro-
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duction credit and also credit for consumption and
social purposes. The size of the LAMPS may depend
on the level of economic development of an area—in
the more backward areas it could cover a block and
in comparatively advanced areas one society could
serve one haat centre,

5.6 Since the existing cooperative structure in
the tribal areas is generally weak, the first recessary
step for adequate provision of consumption credit
would be to rationalise it and set up the LAMPS as
quickly as possible so as to cover the entire sub-plan
area, The various State Governments are already
working out the details for such a reorganisation.
This should now be taken up as a time-bound pro-
gramme so that the new structure is ready for effecti-
vely servicing the sub-plan area by the next kharif
season.

5.7 The new LAMPS are an adaptation of the
Farmer’s Service Societies. In the sub-plan area the
credit and marketing structure, on the one hand, and
the administrative and extension agency on the other
are being rationalised simultaneously. Therefore,
it is expected that the adequate extension support for
the production programmes which may be taken up
with the larger credit flow will be available. The
situation could be reviewed with reference to the
needs of each area.

5.8 The cooperative structure is generally weak
in tribal areas the branches of commercial banks are
few and far between and the rural banks are yet to
make a beginning. Therefore, the linkage of the
LAMPS with secondary level organizations will
need to be carefully defined so as to utilise the existing
structure optimally. One credit institution should be
responsible for one I,T,D.P. area af the secondary
level so as to ensure efficient service and accountability.
The Central Cooperative Banks should assume this
responsibility as far as possible. In those areas where
these banks are weak, a commercial bank could be
assigned this responsibility.

In the alternative, the State Cooperative Bank
may open a branch or a Rural Bank could be establis-
hed. The sccondary level organization in the areas
should be responsible for providing the entire credit
protfolio of the LAMPS. The channel for refinancing
of consumption credit in the cooperative system should
be the same as for the production credit,

5.9 Adaptation and adequate flexibility in the
application of rules, procedures, etc., is the corner-
stone for effective implementation of tribal progra-
mmes. While such flexibility is accepted in principle,
rigidity may appear in application, For example,
‘A’ component of the production credit is provided



in lieu of individual’s own labour and it is permissible
to advance it scparately, The package of input
advances in ‘B’ component can also be varied. But
there is little appreciation of the significance of this
flexibility at the lower levels which results in considcra-
ble hardship. Flexibility in the existing rules and
possibility of adapting them further in the context of
local needs should be emphasised,

5.10 There is a well defined prolonged lean season
in the tribal economy before the agricultural season
strats, which continues till the arrival of their only
crop by about October. The tribal has to depend
upon forest roots and tubers, The advances for
consumption credit to the tribal, therefore, should have
a time schedule different from the one for advanced
areas, He also needs help when he is engaged in
collection of minor forest produce. ‘The consumption
credit during this period is really production credit
since otherwise he may be forced to sell the
collection at a small price. The eligibility for consump-
tion credit in the tribal areas will also need to be specia-
Ily defined because even larger fand holders may need
this support during the lean seasons, The repayment
schedules will need to be worked out in the context
of the calendar of economic operations in each specific
area. The approach towards credit operations in the
tribal areas should, therefore, be kept sufficiently
flexible to accommodate the varying requirements of
different socio-economic situations,

5.11 The net liability of an average tribal in
predominantly tribal areas is considerably lower than
that of the relatively advanced areas, A closer
analysis of the results of the All-India Debt and
Investment Survey conducted by the Reserve Bank of
India (1971-72) reveals that this liability may be
between 1/2 to 1/4th of that in the corresponding
advanced areas. Thus the per family liability in the
tribal areas in Orissa is about Rs.75/- in Bihar
Rs. 106/- and in Madhya Pradesh Rs. 206/- only.
The average liability for the tribal areas as a
whole can be assumed to be between Rs.100/- and
Rs.150/-. - As this liability includes all this require-
ments, the maximum consumption need of a tribal
may be of the order of Rs.75/-.. Therefore, the
general ceiling recommended for consumption will
adequately cover his requirements, The requirement
of loan for special social purposes may not exceed
Rs. 250/-.

. 5,12 The tribal sub-plan area will cover about 2
crores tribal population or about 40 lakhs tribal
families. About 509 of these families would be
eligible for consumption credit provided tribals with
more than two hectares of land satisfy their consump-
tion credit requirement from the normal production
credit channels. The total consumption need of this
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group, therefore, will be about Rs. 15 crores, If 109
of these familics are to be accommodated loans for
social purposesif Rs,250/-per family, the total outlay
will be Rs. 5 crores. Thus, the total advances for
social purposes and consumption needs of tribals in
the sub-plan area, will not excecd Rs. 20 crores. This
consumption credit will be sclf-liquidating. If the
tribal gets a fair price for his minor forest produce and
is saved from usuary, his total production would be
adequate to meet his consumplion requirements.
Rs. 20 crores, therefore, will be the outer limit for
adequately covering the consumption needs and social
requirements of tribals in the sub-plan area,

‘Loan Recovery

5.13 The key to the consumption loan system in
the tribal areas is the organisation of the collection
of minor forest produce. The ownership of the minor
forest produce is with the Forest Departments of the
States. The normal practice is to lease out the collec-
tion of the same to middlemen. These middlemen
pay very low collection charges to the tribals and
absorb the bulk of the profit. Today kendu leaf,
sal seed, mahua seed, minor oilseeds, myrobolam,
barooms and such minor forest produce are very
valuable and can give substantial income to the tribal
population. The States have been advised to bring
minor forest produce collection directly under the
Tribal Cooperative Corporations or a suitable De-
partment and organise the collection effectively thiough
suiteble Administrative Cenires. The Committee
recommends that immediate steps should be taken to
ensure that as much of the minor forest produce as
possible in the tribal areas is collected through a
corporation or departmental arrangements at fair
prices.

5.14 The tribal needs his consumption credit in
the form of food articles, salt, oil, clothes, etc, The
Fair Price Shop system was accepted as the right
organisation for giving consumption loans of this
nature to the tribal and buying back the minor forest
produce and farm produce at fair prices from the tri-
bal. Unfortunately, this system has not spread
sufficiently widely except in the Girijan cooperative
area of Andhra Pradesh. Establishment of LAMPS
in spite of our best efforts will take time. On the
other hand, the States can open Fair Price Shops
immediately through appropriate government de-
partments. The Committee recommends that the
Fair Price Shop System should be opened straightway
in all the areas where tribals conglomerate and where
LAMPS cannot be formed immediately. Such a move
will substantially solve the problem of consumption
credit to the tribals. ‘



CHAPTER-VI

FINANCIAL ARRANGEMENTS

6.1 We have estimated the consumption credit
requirements of those who have holdings up to 0.50
acre at about Rs.170 crores. We have also indicated
that these sections of rural community do not enjoy,
by and large, any credit facilities from institutiopal
agencies or the Government, because these provide
consumption credit only as part of production credit.
Pure consumption credit will have to be made availa-
ble to such sections of rural population without lin-
king the same with production. We have also
emphasised that the agency most suited for taking this
responsibility at the village level is the primary agri-
cultural credit society reorganised as a viable unit,
having a full-time paid secretary, the fam}crs _service
society ot a large sized multi-purpose society in that
area. We have also indicated that the number of such
societies is hardly about one-third of the total, Assu-
ming that these societies cover one-third of the areas
in the country and assuming further that the consump-
tion credit needs are evenly distributed among those
areas, the various types of societies may be able to take
care of only one-third of the total consumption needs
amounting to Rs.170 crores, that is, of about Rs. 57
crores only. Even if some allowance is made for the
reorganisation of primary credit societies taking
place speedily during the course of the year, the
primary agricultural credit societies can at best take
care of consumption credit requirements to the extent
of Rs. 70 crotes only.

6.2 The point for consideration is whether it
will be possible for the societies to find this amount
of resources from their own funds as supplemented
by borrowings from the central financing agenctes
on the assumption that those who are not at present
members of the societies are admitted to their fold.
The Reserve Bank of India has objection to providing
refinance in respect of pure. consumption loans ad-
vanced by the cooperatives. It may not however,
take exception to providing larger credit facilities
for short-term agricultural purposes. We under-
stand that during the year 1975-76, the increase in
the credit limits sanctioned by the Bank to state Co-
operative banks was of the order of about Rs. 120
crores. Not all this increase has been utilised because
of the weakness of Cooperative Banks. It should
not, therefore, be difficult for the Reserve Bank of
India to take care of the requirements of _about R_s.
70 crores needed for providing consumption credit,
provided the non-overdue outstandings of the central
co-operative banks again_st societies increase by that
amount. It was also pointed out by the representa-
tive of R.B.I. that many central co-operative banks
are not able to take full advantage of the credit limits
sanctioned by the Reserve Bank largely on account

v/
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of heavy overdues. The Reserve Bank insists on the
borrowings from it supported only by loans which
are not overdue, and hence the under-utilisation,
The total overdues at the level of primary agricultural
credit societies at the end of June, 1975 may have
exceeded Rs. 400 crores, All these overdues are
absorbed by the internal resources of the three-tier
structure of the co-operatives namely, the state co-
operative bank, central co-operative banks and the
primary agricultural credit societies. If a percentage
of the loans which are already overdue were
recovered through a collection drive this year,
which is a bumper crop year, it should be possible
for the banks to take full advantage of the existing
credit limits and also for the Reserve Bank of India

-to sanction additional limits, if necessary.” The funds

drawn from the Reserve Bank can replace those which
the institutions have locked up out of their own and
become available for providing consumption loans.
What is required, therefore, is a sustained drive to
recover the overdues and bring them down to area-
sonable level so that the problem of resources needed
for consumption credit will be resolved.

6.3 The Secretary (Agriculture), however, pointed
out that the recent special extension drives of the
Department of Agriculture all over the country has
resulted in greater demand for production credit and
any improvement in the co-operative system will have
to be earmarked first for the growing credit demand for
agricultural production. The Committee has already
drawn attention to the need for an intensive collec-
tion drive during the next three months and an
intensive deposit mobilisation drive in order to stren-
gthen the cooperative structure, With all good in-
tentions the improvement in the cooperative credit
structure thereby may not cover both the requirements
of extra agricultural production credit and the new
demand for consumption of credit.

6.4 The Committee notes that though the Reserve
Bank has sanctioned an overall limit of Rs. 489,52
crores to the cooperative credit system for seasonal
agricultural operations during 1974-75, the actual
utilisation has been only Rs. 346.14 crores. The
shortfall of the order of Rs. 143.38 crores is due to
the inability of the system to absorb the loans due to
structural deficiencies. For improving the structure
on a priority basis, the following steps are definitely
of use and have to be exploited to the maximum
possible

j—
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(i) Organising a collection drive.



(i} Net at least 30 per cent of the overdue of
Rs. 400 crores in the system within the next
two months. This will give a cushion of

. Rs. 120 crores to the system,

* (iii) Organising a deposit collection drive’ which
should not at least Rs. 100 crores.

(iv) Strengthen the equity structure of the private

- primary cooperative socicties by pumping in,

v - if possible, at least Rs. 5 crores into the

system within the next two months. ' This

may require a quick review of the eligibility

criteria regarding loans from the L.T.O.

' fund for contribution to the share capital
and cooperative credit institutions.

. _ , .

(v) Provide grants to the Central Banks which are
weak but can be made viable under the Cen-
trally-sponsored scheme on an urgent basis
by pumping in Rs. 10 crores into the system,
in the next two months, .

If all the above steps are taken on an urgent basis,
and the Committee will recommend that they be done
in the next two months, the cooperative system will
be in a position to absorb a much higher amount as
compared to the previous years. For the Reserve
Bank this. means firstly translating the limits it has
allowed to the system into actuality with any further
increase that may become necessary any justified.
If this be done, the cooperative system can look after
the Rs. 70 crores requirement for consumption credit
in addition to the extra requirement of production
credit which the Agriculture Secretary has emphasised.
To the extent that the steps advised by the Committee
are not taken and thereby the credit absorption capa-
city of the system is weakened, pressure will come on
' Government budgetary resources for the additional
funds required for this consumption and production,
It is in this context that the Committee will reiterate
that there is no escape from bringing order into co-
operative credit structure and improving its performan-
ce particularly this year when there has been a bumper
agricultural production.

6.5 Besides, the consumption credit nceds of the
weakest among the weaker sections of the commu-
pity, arrangement has to be made for providing
consumption credit to the categories of parsons whose
holdings are between 0.50 acre to J5 acres. The
cooperative and commercial banks together may be
able to take a care of a part of the credit needs of
these people by providing refinance to primary
agricultural credit societies or by direct loans through
their branches against the security of gold and silver
ornaments. [t has already been pointed out in para
3.14 of Chapter III that the ‘A’ component of crop
loans is provided in cash as ‘ways and means’ advance.
Reference has also been made in Chapter IV to certain

rovisions made in a scheme prepared by the: Gov-
ernment of Maharashtra for meeting certain special
consumption needs of non-defaulting members of
cooperative societies having less than 5 acres of land.
The scheme which has been recommended to all
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the States by the Reserve Bank of India, however,
imposes a limit of 10%, of the crop loan advanced to
an individual member even though the quantum of
loan in any particular case may be well below the ceil-
ing of Rs. 250 etc. recommended by our Committee
for different purposes, The Commiltee feels that the
imposition of such a constraint may cause hardship
to borrowers whose needs may be genuine and who
may have the repaying capacity. The guiding criteria
in all such cases should be the genuineness of the

.need and the loanee’s capacity to repay. The Com-

mittee, therefore, recommends that the R.B.I.
should make suitable modifications in the guidelines
issued by them in this regard.

6.6 The Reserve Bank is not at present allowing
refinance facility to the cooperative system for financing
consumption purposes even though there is no legal
bar under the Reserve Bank of [ndia Act. S. 17(4d)(c)
makes a mention of “Such bills of exchange and pro-
missory notes as are eligible for purchase or redis-

" count by the Bank (or as are fully guaranteed as to

the repayment of the principal and payment of interest
by a State Government).,” It will, therefore, appeur
that refinancing even for consumption purposes can
be extended to a co-operative bank if the concerned
State Government extends a guarantce as contempla-
ted in the above provision of the Reserve Bank of
India Act. We, therefore, suggest that the Govern-
ment of India may discuss this question with the
Reserve Bank of India so that necessary resources

- become available to the co-operative credit system,

6.7 If the co-operatives can possibly take care of
consumption credit needs of the weakest among the
weaker sections to the extent of Rs. 70 crores only,
the “grey” areas will account for Rs. 100 crores to
be met out of the budgetary resources of the State

. Governments. Most States have already drawn up

their budgets for 1976-77 which may not probably
contain any provision for loans for meeting the con-
sumption  requirements in the ‘grey’ arcas. The
States may have to consider also the possibility of
imposing a special tax as the Government of Maha-
rashtra have done for financing their Employment
Guarantee Scheme. Even then it is doubtful whether
the States will be eble to mobilise additional resources
to take care of such a large amount as Rs. 100 crores.
It is obvious, therefore, that special assistance from the
Centre will be necessary. The Committee recom-
mends that Central and State Governments may
enter into a dialogue for raising as much of the
resources as possible. It may be mentioned that
apart from financial constraints in meeting all the
consumption credit needs in the ‘grey’ areas the State
Governments will also face the problem of building up
the necessary infrastructure for providing consumption
credit needs of a large mass of agricultural labourers,
artisans etc. Tt is, therefore, of paramount impor-
tance that the State Governments should make ear-
nest efforts to strengthen their co-operative structure
for which various facilities are being extended by
the R.B.I. and the Government of India, so that the
‘grey’ arcas can be kept to reasonable limils even at

this stage.



6.8 The strengthening of the cooperaive credit
structure will require the following immediate action :

(1) Strengthening of the weak Central Cooperative
Banks which can be made viable by suitable
grants in the Centrally-sponsored sector.
The Committee recommends an immediate

investment of an extra Rs. 10 crores under-

this sector in the Central Plan for 1976-77.

(ii) Increasing equity participation of the State
Governments in primary cooperative societies
to make them viable and increase their busi-
ness. This will include requirements of
Farmer’s Service Societies. The Committee
recommends an extra provision of Rs. 5 crores

 under this head in the State Plans to be
funded from the long-term operation fund.

(iii) Provide management subsidy on a tapering
basis for appointing qualified full time paid
secretaries in a large number of primary so-
cietics to enable the system to increase its
coverage from 1/3 to 1/2. This may require
roughly Rs. S crores extra provision this year.
Summing up, the Plans, both of State and
Centre, should immediately increase alloca-
tions in the cooperative structure by
Rs. 20 crores. Details will have to be worked
out for each State separately.

6.9 Rate of interest and security : The rate of
interest charged by the cooperative banks or commerci-

al banks on the consumption loans should be the

same as charged by them for crop loans. The question
of charging a lower rate of interest has been carefully
examined by the Committee particularly because the
beneficiaries are going to be mostly the weakest
among the weaker section of the rural community.
The Committee did not favour the idea because a
lower rate may amount to encouraging consumption
and secondly because the scope for lowering the rate
will hardly exist if the primary agricultural credit
societies, which will be the principal agency receive
funds from the higher financing agency at the same or
perhaps even & higher rate than that charged on short
term agricultural loans. The cost of servicing the
consumption loans will perhaps be even higher than
the agricultural loans and therefore to expect the
societies to operate on smaller margins that on the
agricultural loans will be wunrealistic. Moreover,
the rate proposed by us will be considerably less than
what the persons have generally been accustomed to
pay to the money lender,

6.10 The question of risk involved and the nature
of the security available was also examined by the
Committee. The Maharashtra scheme envisages
pledge of gold ornaments or consumer durables,
Considering the type of clientele who will be taking
pure consumption loans, it is most ualikely that they
will have any substantial gold ornaments or consumer
durables to pledge against their loan. Even if they
have, the primary agricultural credit socicties cannot
possibly have an arrangement to appraise the articles
and kesp them in safe custody. It is maialy for this
reason that we have recommended that the facility
for jewel loans may be extended somewhat frcely by
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the commercial and cooperative banks at their branches
where arrangements for appraisal and for safe custody
can be made easily, Therefore, the consumption
loans to the weaker sections of the rural community
will have to be mainly on the basis of personal secu-
rity of one or more individuals or even of a group
of persons and the local appraisal of repaying capa-
city of the loanee. There is, therefore, an element of
risk in this lending. This risk will be more than
that of lending to small and marginal farmers who
have some land of their own which in the ultimate
analysis can be attached in satisfaction of the loans
due, if the other methods available fail. For instance,
loans advanced by commercial banks to these
persons have the cover from the Credit Guaranteg
Corporation to the extent of 75 per cent. In
the cooperative credit institutions there is an arrange-
ment under which Government contributes to the
risk funds of the banks and socicties at a given pro-
portion of the loans to small/marginal farmers etc.
Risk in the present case being greater, the Committee
recommends that risk fund assistance limited to 10 %
of the total quantum of loans advanced as pure
consumption loans and not as part of production
loans, should be given to the lending institutional
structure in the following manner :—

(1) Where the primary credit society/farmers’
service society gives the loans, the contri-
bution of 109, will be divided in the propor-
tion of 3 : 1, ie. 7% in favour of the
primary society and 23] the financing
bank whether cooperative or commercial,

(2) Where a cooperative or a commercial. bank
advances money directly to the loanees with-
out any tangible security the entire 10%/
contribution will go to the bank concerned

6.11 The Committee has estimated in Chapter 'I}J
the total quantum of consumption loans to the weakest
among the weaker sections of the rural community
at about Rs. 170 crores. The risk fund, therefore
to be given will be of the order of Rs. 17 crores when
the loans reach that level. The immediate require-
ments for 1976-77 may not, however, be of that order
as the level of Rs. 170 crores may not be reached in
that year not so much for want of resources as for
want of the necessary infrastructure. Whatever may
be the level reached, the Committee recommends
that the burden calculated with reference to that level
be divided equally between the Central and  the
State Governments. A point was “raised that the
State Governments have already tied up their resour-
ces with the Plan for the year 1976-77, and hence
they will find it difficult to raise additional resources
to meet their share of the burden, ' We would, how-
ever, emphasise that the provision of credit facilities
to those who have been adversely affected by the re-
cent debt relief legislation is a very important item in
the 20-Point Economic Programme of the Prime
Minister and, therefore, the State Governments may
have to raise the necessary resources for the purpose,
However, there may be no objection to raising the
share of the Centre to more than 50 per cent in the
case of States which have some difficulty in making
the necessary provision. '



CHAPTER-VII

MEASURES FOR URGENT IMPLEMENTATION

7.1 The problem before us is of making arrange-
ments for consumption credit for the large number of
the rural population who have been adversely affected
by the debt relief legislation. The need for such con-
sumption loans arises at the beginning of the kharif
season. All arrangements have, therefore, to be
completed before the end of June 1976 and loaning
started soon after. The Committee has explained as
to how the cooperative credit structure will be the

~

main pillar of this new drive. The cooperative cre- .
dit organisation cannot discharge its responsibility . |

unless it is reorganised at the base level into viable
primary agricultwral credit societies, farmers’ service
societies or LAMPS in the tribal areas and rehabilita-
ted and strengthened at the intermediate level, viz.,
the central cooperative banks. In particular, there
is urgent need for taking the following measures :—
(1) A vigorous drive should be launched for the
. recovery of overdues which have assumed
alarming proportions in many States and
have crippled the cooperative credit structure
at all levels and rendered them incapable of
receiving larger credit facilities from the Re-
serve Bank of India as such facilities can be
taken advantage of to replace their funds
locked up in the overdues, making them avail-
able for loans for consumption purposes.

. As a first step in the drive, the climate for
., prompt repayment should be created by the
State Governments and the managements

of the cooperatives.

(2) Deposit mobilisation will have to be taken
up on a war footing by the cooperatives some-
what on the lines of Kerala so as to mop up
the substantial surpluses that will accrue in the
rural areas this year because of the excellent
crop conditions and increase the capacity
of cooperative banking structure to absorb
substantial additiona! funds for agricultural
purposes from the Reserve Bank,

As many .primary societies as possible should
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be made into viable societies by the end of -

June 1976 according to the plans drawn up
in this behalf by the Reserve Bank of Indiz}.

(4) Farmers’ Service Societies on the pattern
laid down by the Government of India and
the Rescrve Bank should be organised in

*' Small Farmers’ Development Agency Areas "

and the areas served by the Regional Runral
Banks so that substantial lending can be¢ made
both for production and consumtption
purposes through such societies most of
which will be financed by the commercial
banks and the Regional Rural Banks.
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Arrangements should be made to provide
full time paid Secretaries for as many viable/
potentially viable primary agricultural credit
socicties as possible before the end of June,
1976. Financial assistance for this purpose
will have to be provided in the State budgets
for 1976-77.

(6) Legislative measures should be taken immedia-

tely for enforcing universal membership in
all primary agricultural cooperative credit
socicties so that all those requiring consump-
tion loans and production loans are automati-
cally brought into the cooperative lending
system. The Committee would in this con-
text commend the law passed by the Govern-
ments of Karnataka and Andhra Pradesh.

(7) Identification of the areas that can be covered

by the coopcrative credit system. the commer-
cial banks including Regional Rural Banks,
and the ‘grey’ areas that will have to be looked
after by the State administration should be
done immediately by each State Government
so that the responsibility for providing con-
sumption loans in the ensuing season is
properly fixed on the different agencies.

(8) Legislation should be enacted to facilitate

direct lending by the State authorities for
consumption purposes and the recovery
thereof.

(9) In the ‘grey’ areas to be covered by a State

(10)

(1

Government and areas covered by primary
agricultural credit societies which do not
have a full-time paid secretary, public works
should be identified and arrangements made
to recover out of the wages payable the con-
sumption loans advanced to agricultural
labourers and marginal farmers,

In the tribal areas, large-sized multi-purpose
cooperative societies (LAMPS) should be
organised on an emergency basis as widely as
possible and credit for the LAMPS tied up
with the Centrul cooperative banks or commer-
cial banks.

Purchase of mino- forest produce from the
tribals should be taken over by the Forest
or other concerned Department of all the
States where cooperative marketing societies
cannot be immediately organised. Suitable
arrangements for locating purchase centreg
should be made well in advance of the collec-
tion season. Arrangements should be made
to realise the loans that may have been advanc-
ed to the tribals by the LAMPS out of the
sale proceeds of the minor forest produce.



(12) Where\_fel" LAMPS cannot be organised
immediately in the tribal areas, the State
Government should open fair price shops

for providing consumption loans to the

tribals in the form of food articles, etc, to be
recovered out of the cash crops and minor
forest prcduce brought for sale by the
tribals.

(13) The Government of India, Department of
Revenue and Banking, should discuss the
question with the Reserve Bank of India of
finding the resources needed by the coopera-
tive banking system for discharging their
responsibility towards providing consump-
tion credit, since it will 1ake some time for
the cooperatives to get their funds at present-
locked up in overdues released for that pur-
pose. . .

(14) State Governments may have to find the re-
sources needed to meet their responsibility
in the ‘grey’ arcas which is quite substantial
either through special taxation or reappro-
priation. Similarly the Governments should
provide in their budget the funds for meeting
their share of the Risk Fund contributions.

(15) The Central Government may discuss the
question, of the resources with the States
and also consider the extent to which it
can assist the States in the matter.

7.2. Taking into consideration the various re-
commendations made by the Committee in the preced-
ing paragraphs, action points, agency wise, are enume-
rated below :

A. State Goveroments ;

(i) State Governments should immediately take
suitable legislative measures for universalisation
of membership in the cooperatives and for enabling
the concerned State Department to provide con-
sumption credit in the “grey” areas along the lines
recommended by the Committee.

(i) Immediate steps should be taken for strengthen-
ing the cooperative credit structure so that the bulk
of the programme can be taken over by them in the
near future and the ‘grey’ areas kept confined to
reasonable limits even at the initial stage. In this
process, an all-out effort should be made for collection
of overdues, mobilisation of deposits and increasing
the share capital. Primary societies should be made
into strong and viable units, professionally managed
by full time trained sccretaries or managing
directors in the case of Farmers’ Service Societies.
In tribal areas, LAMPS should be organised accord-
ing to the time schedule.
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‘to the risk fund as recommended by the ‘Committee‘.

(iii) Arrangements should be made by the Govern-
ment Department concerned to open fair price shops
for providing consumption loans to the tribals in
the form of food articles etc. pending formation of
such large scale multi-purpose societies specially
meant for tribals. Such departmentally managed
shares should also purchase directly from the tribals
the minor forest produce etc. collected by them at
a fair price adjusting it against their consumption’
requirements. ¥ :

(iv) State Governments should demarcate those -
areas which cannot be covered by cooperative or-
ganijsations, commercial banks or Rural Banks during
the ensuing season and make necessary arrangements
for provision of loans through their own agency in-
these “grey”” areas. Budgetary provision should
also be made for meeting the demand of such areas.
Provision will also have to be made for contribution

J
!

. !

(v) Suitable employment programmes should
be drawn up by the State Governments on the model
of Maharashtra Scheme and a methodology worked
out for deducting the percentage of wages from the
loanees working on such programmes for crediting
the same to the lending agencies.

B. Central Government :

(i) Department of Revenue & Banking should
enter into 2 dialogue with the Reserve Bank of India
for finding the resources required by the cooperative
banking system for discharging the responsibility
towards providing consumption credit.

(ii) Provision will have to be made in the Central
budget for giving the required support to the State
Governments for implementing ‘the different facets
of the scheme as per recommendations.

(iii) Guidelines will be issued by the Department
of Revenue & Banking to the commercial banks
so that they also fall in line with the recommendations
of the Committee in the distribution of consumption
loan. C

(iv) The Department of Revenue & Banking
should issue guidelines to the commercial banks
including Rural Banks to provide consumption
credit to their clientele as per recommendations of
the Committee. The banks should also be asked
to go ahead with their programme of organising
Farmers’ Service Societies or viable multi-purpose
societies in order to supplement the efforts. of the
cooperatives. :

(v) The Department of Rural Development
in the Ministry of Agriculture and Irrigation should
issue directions to the State Cooperative Departments



to take full advantage of the facilities that are being
extended by the Govt. of India and R.B.I. and
complete the reorganisation of the cooperative struc-
ture according to a definite time schedule.

C. Reserve Bank of India :

(i) R.B.I. should immediately issue necessary
guidelines to the cooperatives and commercial
banks in order to implement the recommenda-
tions of the Committee without delay.

(ii) Based on a re-examination of the existing
criteria for provision of loans in regard to
State participation in the share capital of
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co-operative credit institutions, the R.B.I.
should make an immediate assessment of the
requirements of the different State Govern-
ments for drawal from the L.T.Q. Fund in
order to strengthen the equity base of the
co-operatives.

B. SIVARAMAN, Chairman

New Declhi
26 April, 1976. -



GovERNMENT oOF INDIA

ANNEXURE 1

MINISTRY OF FINANCE
(Department of Banking)
New Delhi, the 10th March, 1976

RESOLUTION

Government have been considering for sometime
past the measures to be taken for meeting the con-
sumption needs of small farmers, landless labourers
and rural artisans, consequent on the measures recently
taken by State Governments for moratorium, dis-
- charge and scaling down ot debts from the non-institu-
tional sources. It has now been decided to set up
an Expert Committee consisting of the following
persons:

1. Shri B. Sivaraman Chairman
Member, Planning Commission

New Delhi.

2. Shri N.C. Sen Gupta Member

Secretary

Department of Banking,
Ministry of Finance,
New Delhi. .

3. Shri K.S. Narang, Member
Secretary,

Deptt. of Agriculture,
Ministry of Agriculture
& Trrigation,

New Delhi.

4, Shri L.J. Naidu, Member
Secretary,

Deptt. of Rural Development,
Ministry of Agriculture and
Irrigation,

New Delhi.

5. Dr. C.D. Datey Member
Executive Director,
Reserve Bank of India
Central Office,
Bombay.

6. Shri G. V. K. Rao, - Member
Chief Sccretary,
Government of Karnataka

- Bangalore.

7. Shri B.R. Gupta, Member

Chief Secretary,

Government of West Bengal,

Calcutta.
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8. Shri B.B. Tandon, Member
Secretary & Administrator,

20- Point Programme

Government of Uttar Pardesh,

Luknow.

9. Shri V.M. Bhide Member
Chairman & Managing Director
Bank of Maharashtra,

Poona.

Member—
Secretary

10. Shri K.P.A. Menon,
Joint Secretary,
Department of Bankmg,
New Delhi.

One or two members may also be coopted, if
considered necessary.

2. The terms of reference of this Comniittee will
be as follows

(i) To study the impact of the wmoratorium -
discharge and scaling down of rural in-
debtedness of the small/marginal farmers,
landless labourers and rural artisans so far
as their genuine and inescapable consumption
credit needs are concerned.

Y

(ii) To inquire into the purpose for which
such consumption credits were availed of.

(iii) To assess broadly the credit gap in respect of
. consumption loans consequent on these
measures.

(iv) To review the present position of availability
of consumption credit to such people from
institutional sources,

(v) To make recommendations as to the purposes
for and the agencics from which such
consumption loans are to be provided.

(vi) To make recommendations on any matter
incidental to the terms of reference, as the
Committee may consider necessary.



3. The Committec will start functioning with

immediate effect and will submit its report by the
31st March, 1976.

ORDER
New Dethi, 10th March, 1976

QOrdered that a copy of the Resolution be commu-
nicated to the Cabinet Secretariat, the
Prime Minister’s Secretariat, all the Ministries/
Departments of the Govt. of India, the Planning
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Commission, the State Governments and  the
Governments/Administrations of Union Territories.

Ordered also that the Resolution be published
in the Gazette of India, Extraordinary dated the 10th
March, 1976 for general information.

No. F. 2-17/76-AC

N.C. SEN GUPTA, Sccretary.



ANNEXURE I

MOST IMMEDIATE

No. F. 21-1/76-AC

To
GOVT. OF INDIA

MINISTRY OF FINANCE
Department of Banking
New Defhi, the 10th March, 1976.

The Chief Secretaries of all the States,
(By name) ‘

Subject : Expert Committee on Consumption Credit
Needs of Small/Marginal Farmers etc,

Sir,

I am directed to state that the Government of
India by a Resolution dated 10th March, 1976 have
set up a High-Powered Expert Committee to study
the impact of the moratorium, discharge and scaling
down of rural indebtedness of the small/marginal
farmers, landless labourers and rural artisans to
non-institutional agencies, in so far as their genuine
and inescapable consumption credit needs are con-
cerned and to make suitable recommendations as
to the purposes for and the agencies from which
such consumption loans are to be provided (copy of
Resolution attached for ready reference).

2. Consequent on the measures recently taken
by the State Governments for the purposes indicated
above, various difficulties being faced by the weaker
sections of the community in the rural areas as regards
their consumption credit needs were voiced at the
Prime Minister’s Conference with the Chief Ministers
held in New Delhi on the 5th and 6th March, 1976,
To enable the Expert Committee to make suitable
recommendations to resolve the difficultics of this
section of the people in so far as their consumption
credit needs are concerned, I would very much app-
reciate if you would kindly let us have information
on the following points:

(i) A brief narrative about the actual difficulties
being faced by the small/marginal farmers,
landless labourers and rural artisans in meeting
their consumption credit needs in so far as
the gap has been created from the absence 'of
credit from noninstitutional sources.
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(ii) What measures, if any, your Government
(including the co-operative structure) has
taken to afford relief to the categories of
persons referred to above. -

(iii} Which institutional agencies/authorities accor-
ding to you should come forward to bridge
the credit gap referred to above. The pro-
portion of credit that should be provided by
each institution/authority may also please be
indicated.

(iv) The purposes for which and the sécurity
against each the consumption credit should
be provided may please be specified.

(v) Whether you consider that consumption
credit should be linked with production
credit.

(vi) Whether any limit of consumption credit
purpose-wise should be laid down.

(vii) Whether you consider necessary that con-
sumption credit should be extended to other
categores of persons besides small/marginal
farmers, landless labourers and rural arti-
sans.

3. The Committee will be glad to know whether
your Government has considered this matter from
any other aspect and whether any measure is pro-
posed to be undertaken in the matter.

4. Further, it\vill greatly facilitate the functioning
of the Committee if you could provide the Commi-
ttee with any other relevant information or any
suggestion that may heilp the Committee in framing
thier recommendations.

5. As the Committee is required to submit its report
by the 31st March, 1976, it will be appreciated if your
reply could reach us by the 18th March, 1976 at the
latest.

Yours faithfully,

K. P. A. MENON,
Member Secretary



Annexure I

MOST IMMEDIATE

No. F.21-2/76-AC

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
Department of Banking

New Delhi, the 10th March. 1976.

To
The Chairman, State Bank of India,

The Chairman & Managing Directors of all the
Nationalised Banks

{By Name)

Subject:— Expert Committee on Consumption Credit
Needs of Small/Marginal Farmers etc.

Sir,

I am directed to state that consequent on the
measures recently taken by the State Governments
regarding moratorium, discharge and scaling down
of rural indebtedness of the small/marginal farmers,
landless labourers and rural artisans to non-insti-
tutional agencies, various difficulties being faced by
the weaker section of the community in the rural
areas as regards their consumption credit needs were
voiced at the Prime Minister’s Conference with the
Chief Ministers held in New Delhi on the 5th and
6th March, 1976. The Government of India by a
Resolution dated 10th March, 1976 have now set
up a High-Powered Expert Committee to study the
impact of the moratorium, discharge and scaling
down of rural indebtedness of the small/marginal
farmers, landless labourers and rural artisans to
non-institutional agencies, in so far as their genuine
and inescapable consumption credit needs are con-
cerned and to make suitable recommendations as to
the purposes for and the agencies from which such
consumption loans are to be provided {(Copy of Reso-
lution has already been forwarded to you).
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2. To enatle the Expert Committee to make
suitable recommendations to resolve the difficulties
of this section of the people in so far as their con-
sumption credit needs are concerned, [ would very
much appreciate if you would kindly let us have
information on the following points:

(i) Whether your Bank hus formulated any
scheme for providing®consumption credit to
the rural poor and if so, what are the purposes
scale, security against which and the categories
of persons for whom such credit is extended
(copy of instructions, if any, issued so far
may please be forwarded).

(ii) Whether you consider that consumption credit
should be linked with production credit.

(iii) Whether you consider it neccessary that cons-
umption credit should be extended to other
categories of persons besides small/marginal
farmers, landless labourers and rural artisans.

3. The Committee will be glad to know whether
your Bank has considered this matter from any other
aspect and whether any measure is proposed to be
undertaken in the near future .

4. Tt will greatly facilitate the functioning of the
Committee, if you could provide the Committce with
any other relevant information or any suggestion
that may help the Committee in framing its recom-
mendations.

5. As the Committee is required to submit jts
report by the 31st March, 1976, it will be appreciated
if your reply could reach us by the 18th March, 1976
at the latest.

Yours faithfully,

K.P. A.MENON,
Mcember Secretary.



List of State Governments. Public Sector Banks and
the Individuals who have furnished information or
have participated .in the discussions of the Expert

A. State Governments

o ot
O WORAdNn b WD -

. Andhra Pradesh
. Assam

. Gujarat

. Haryana

. Karnataka

. Maharashtra

Punjab

. Rajasthan

. Tamil Nadu

. Uttar Pradesh
. West Bengal

B. Public Sector Banks :

. State Bank of India

. Central Bank of India
. Bank of India

. Punjab National Bank
. Bank of Baroda

. United Commercial Bank
. Canara Bank

. United Bank of India.
. Dena Bank

. Syndicate Bank

. Union Bank of India

. Allahabad Bank

. Indian Bark

. Bank of Maharashtra
. Indian Overseas Bank

Committee
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C. Individualy :

1.

Shri R.K. Talwar,
Chairman,

State Bank of India,
Bombay.

. Shri K. Ramamurthy,

ANNEXURE IV

Agricultural Production Commissioner.

Govt. of Orissa,
Bhubaneswar.

. Dr, B.D. Sharma,

Joint Secretary,
Ministry of Home Affairs,
New Delhi.

. Shri U.S. Kang,

Chief (Agriculture)
Planning Commission,
New Delhi.

. Shri Harpal Singh,

Director (Cooperation),
Planning Commission,
New Delhi.

. Shri P.V. Rao,

Deputy Secretary,
Ministry of Home Affairs,
New Delhi.

. Shri Das,

Director,
Tribal Welfare,

Govt. of Madhya Pradesh.



AnnNexure V

State-wise position indicating legislative action
taken for removal of rural indebtedness

A : State Governments/Union Territories which
have taken complete legislative action for removal
of rural indebtedness i.e., moratorium, liquidation
and scaling down of debts:

1. Harvana:

An act was notified in August, 1975 imposing
moratorium on recovery of debts from small and
marginal farmers agricultural labourers and rural
artisans. A Bill has since been passed by the State
Legislature providing for total discharge and scaling
down of debts in respect of the above categnrries of
persons.

2. Tripura :

An Act has been passed imposing moratorium
on recovery of debts and providing for total discharge
of debts in respect of marginal farmers, agricultural

labourers and rural artisans whose annual income does

not exceed Rs. 2,400/-. Tt also provides for scaling

down indebtedness to the extent of twice the principal.’

Further action for scaling down of debts as per the
guidelines of Government of India may have to be
taken,

3. West Bengal :

An Act has been passed providing for moratorium,
scaling down and total discharge of debts.

4, Andhra Pradesh :

An Ordinance has been promulgated in August,
1975 imposing moratorium. A Bill has been received
repealing the Ordinance which is to be introduced in
the Assembly. A comprehensive Bill providing total
discharge and scaling down of debts has been received
from the State Government.

5. Goa, Daman & Diu :

An Ordinance has been promulgated imposing
moratorium. (A comprehensive Bill providing for
total discharge and scaling down of debts has been
received from the State Goverament).

6. Chandigarh :

The earlier Haryana Act which imposes morato-
rium has been extended to the Union Territory. A
proposal is to extend the Haryana Act providing for
total discharge and scaling down of debts to Union

Territory.

B : States which have taken action for moratorium
and total discharge of debts :

7. Assam :

An Act has been passed imposing moratorium
on recovery of debts from marginal farmers, agri-
cultural labourers and rural artisans and providing
for total discharge of debts in respect of landless
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agricultural labourers and artisans belonging to
Scheduled Castes and Scheduled Tribes. Further
legisiative action for scaling down of dcbts is to be
taken.

8. Gujarat :

An Ordinance was promulgated in October, 1975
imposing moratorium. The State Government have
since sent a Bill to be introduced in the Assembly pro-
viding for total discharge of debt. Further legisla-
tive measures for scaling down of debts is to be taken,

9. Himachal Pradesh :

An Ordinance had been promulgated imposing
moratorium on recovery of debts from small farmers
and providing for total discharge of debts in respect
of marginal farmers, landless agricultural labourers
and rural artisans. Further legislative action for
scaling down of debts is to be taken,

10. Madhiva Pradesh

An Act was notified in November, 1975 providing
total discharge of debts in respect of marginal farmers,
landless agricultural labourers and rural artisans and
imposing moratorium on recovery of debts from small
farmers. Further legislative action for scaling down
of debts is to be taken.

11. Maharashtra :

An Act hag been passed in Maharashtra providing
for total discharge of debts in respect of marginal
farmers, rural labourers and rural artisans and workers.
The Act also imposcs moratorium on recovery of
debts from small farmers. (Maharashtra legisla-
tion has been challenged in the High Court), Fur-
ther legislative action for scaling down of debts is to
be taken.

12. Punjab :

An Act has been notified imposing moratorium
on the recovery of debts of the agricultural labourers
rural artisans and small farmers. It also provides
for total discharge of debts of small farmers, agri-
cultural labourers and rural artisans.

13. Karnataka :

An Act has been passed providing for total
discharge of debts due from a small farmer (who does
not own more than one unit of land i.e. two hectares
of unirrigated land or one hectare of rain-fed wet
land), a landless agricultural labourer and per-
sons belonging to the weaker sections of the people
i.e. whose annual income from all sources does not
exceed Rs. 2,400/-. (The earlier Ordinance has been
challenged in the High Court of Karnataka),



14. Rajasthan :

An Ordinance has been notified imposing mora-
torium on the recovery of debts due from agricul-
tural labourers, marginal farmers, rural artisans and
small farmers. Comprehensive Bill providing for
total redemption of debt in respect of marginal far-
mers, agricultural labourers and rural artisans is
proposed to be introduced in the Assembly. Further
action for scaling down of debts is to be taken.

15. Uttar Pradesh :

An Act has bzen notified which imposes mora-
torium on the recovery of debts due from landless
agricultural labourers, artisans, marginal farmers or
small farmers. A Bill has been drafted under which
an amendment has been proposed providing for total
discharge of debts to be extended to marginal far-
mers and landless agricultural labourers. An earlier
Act, notified, provides for total discharge of debt in
the case of agricultural latourers holding land upto
one acre only. Further action has to be taken for
total discharge of debt in respzct of rural arvisans and
for scaling down of debts in respzct of small farmers.

C: States which have taken action only for total
discharge of debts :

16. Bihar :

An Ordinance has been promulgated providing for
total discharge of debt from a marginal farmer, rural
artisan whose annual income does not exceed Rs.
2,400/- and agricultural labourer who does not hold
more than one acre of land.

D : States & Union Territories which have taken
action only for moratorium

17. Kerala :

An Act was notified in October, 1975 imposing
moratorium.  Further legislative action for total
discharge and scaling down of debts is yet to be taken.

18. Meghalaya :

An Ordinance has, been promulgated imposing
moratorium on recovery of debts. .

19, Orissa : -

An Ordinance has been promulgated imposing
moratorium on recovery of debts. Further action
for total discharge and scaling down of debts is to

be taken.

20, Manipur :

An Ordinance was promulgated in October, 1975
imposing moratorium. Further legislative action
for total discharge and scaling down of debts is yet
to be taken.
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21. Tamil Nadu :

The earlier Debt Relief Acts which were passed by
the State Government have been extended for a Further
period of three months 7.e. till 15th April, 1976 im-
posing moratorium on the debts due from both
agriculturists and non-agriculturists. These have
been repealed by new ordinances extending the period
upto 15.1.77. These, however, are not on the basis
of the guidelines. The State Government is to
take action for scaling down and total discharge
of debts in accordance with guidelines issued, as the
existing Act is not in conformity with the guidelines.

22. Pondicherry :

23. Andaman & Nicobar Islands :
24, Lakshadweep :

25. Dadra & Nagar Haveli :

The Ministry of Home Affairs have notified the
Regulations imposing moratorium. Further action
for total discharge and scaling down of debts is to
be taken in respect of these Union Territories
by the Ministry of Home Affairs.

E : States and Union Territories which have not
taken any action or where such action is not
necessary.

26, Jammu & Kashmir N

No action has been taken. The matter is under
consideration of the State Government.

27. Sikkim :

No action has bzen taken, It has been reported
that a committee of officials has been set up to survey
the extent of rural indebtedness, availability of credit
facilities and related issues.

28. Delhi :

It is proposed to extend the Haryana Debt Relief
Act to the Union Territory of Dethiand the proposal
is to be considered by the Metrepolitan Council.
The Department of Rural Developm:nt is in corres-
pondence with Delhi Administration in this regard.

29, Nagaland :

The problem of rural indebtedness does

exist.

not

30. Mizoram :

There are no professional money-lenders in
Mizoram. No action is, therefore, called for.

31. Arunachal Pradesh :

The problem of rural indebtedness in the agri-
culture sector is virtnally non-existent,
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