
RESERVE BAN.K OF INDIA 

~t\.GRICULTURAL CR.EDIT SCHEMES 
OF 

COMMERCIAL B~L\NI(S 

REPORT ()F THE EXPERT GROUP 



Published by Shri M. G. Gaitonde, Director of Publications, Reserve Bank of India, 
Bombay 400 001 and Printed by Shri Abhay Bhide, 

at Shree Rajmudra Mudranalaya, 
402, Swatantrya Veer Savarkar Marg, 

Prabhadevi, Bombay 400 025. 



Contents 

1 INTRODUCTION 

1.1 Background 

1.2 Terms of Reference 

1.3 Composition of the Group 

1.4 Working of the Group .. . . 
1.5 Organisation of the Report 

1.6 Acknowledgements 

2 COMMERCIAL BANKS' FINANCE FOR AGRICULTURAL 
SECTOR: AN OVERVIEW 

2.1 

2.2 

Introduction 

CommerCial Bank's' Share "in the Total Institutional Finance 
for Agriculture at the eqq of June 1977 .. 

2. 3 Growth in Commercial Banks' Share of Total Institutional 
Finance for Agriculture 

2.4 Changes Over Time in the Commercial Banks' Advances for 
Agriculture •• 

l 

<) ... 

2 

3 

5 

5 

1 

7 

9 

10 



2.5 Relative Importance of Loans for Different Purposes in 
Direct Finance 11 

2.6 Regional Distribution of Outstanding Direct Finance of 
Commercial Banks 13 

2 o 7 Distribution of Outstanding Direct Short-Term and Term 
Loans among Different Farm Sizes 14 

2. 8 Recovery of Direct Loans 14 

2o9 Summing Up 15 

3 FORMULATION OF CREDIT SCHEMES 

4 

11 

3o1 

3.2 

3,3 

3.4 

3o5 

3o6 

Introduction 

Developments Over Time 

Modalities of Scheme Formulation 

Major Features and Shortcomings of Credit Schemes 

Major Conclusions 

Recommendations • 0 

IMPLEMENTATION OF CREDIT SCHEMES 

4.1 Introduction .. .. 
4.2 Sanctioning of Schemes 

4.3 Motivation and Identification of Borrowers 

4.4 Sanctioning of Loans to Individual Borrowers 

4o5 Disbursement of Loans 

4.6 Cash Credit Facilities 

4o7 Supervision of Credit Schemes 

4o8 Difficulties experienced by the Commercial Banks 

4o9 Recovery of Loans and Overdues 

4.10 Monitoring and Evaluation of Credit Schemes 

17 

18 

18 

21 

31 

31 

38 

38 

39 

41 

45 

46 

47 

48 

51 

54 



4.11 Major Conclusions 55 

4.12 Recommendations 56 

5 RELATED ISSUES 

5.1 Introduction 64 

5.2 Indirect Finance 64 

5.3 Area Approach and Agricultural Credit Schemes 66 

5.4 Village Adoption Scheme 67 

5.5 Recommendations 70 

6 SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 

6.1 Contextual Background .. 72 

6.2 Gist of Conclusions 73 

6.3 Summary of Recommendations .. 75 

iii 



Index to Annexures and Tables 

Annexures 

1 

2 

3 

4 

5 

Tables 

lV 

2.1 

2.2 

2.3 

2.4 

Questionnaire No. 1 

Questionnaire No. 2 

Names of Commercial Banks to which Questionnaire 
No. 1 was issued 

Names of persons with whom discussions were held 

Progress made in enacting a Bill on the lines recommended 
by the Talwar Committee 

Institutional Finance for Agriculture, 1976-77 

Share of Commercial Banks in Institutional Finance for 
Agriculture, 1973-74 to 1976-77 

R~lative Importanc~ of Direct and Indirect Finance, and 
Short-Term and Term Loans in OJ.tstanding Advances 
of Commercial Banks for Agriculture, 1973-74 to 1976-77 

Relative Importance of Diff~rent Purposes in Outstanding 
Direct Finance of Comm~rcial Banks as on Last Friday 
of March 1976 

86 

99 

102 

103 

109 

8 

10 

11 

12 



2.5 

2.6 

Appendix: 
Tables 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Relative Shares of Different Regions in Outstanding 
Direct Finance of Commercial Banks as at the End of 
March 1976 

Relative Shares of Different Farm Sizes in Outstanding 
Direct Short-Term and Term Loans of Commercial Banks 
as at th~ End of March 1976 

Direct Institutional Finance for Agricultural 
Development 

Share of Scheduled Commercial Banks in Direct Insti
tutional Finance for Agricultural Development .. 

Direct Finance to Farmers from Scheduled Commercial 
Banks According to Duration of Loans and Advances 

Direct Finance to Allied Activities from Scheduled Com
mercial Banks 

Indirect Finance to Agriculture from Scheduled Com
mercial Banks 

Recovery Performance of Scheduled Commercial Banks 
in Respect of Direct Finance to Farmers ... 

Scheduled Commercial Bank's Direct Finance to Agri
cultural Sector (Excluding Allied Activities) - Loans 
Issued During 1975-76 (April-March) 

Scheduled Commercial Banks' Direct Finance to Agri
cultural Sector (Excluding Allied Activities) - Loans 
Issued During 1975-76 (April-March) - Distribution 
Between Short-Term and Term Loans 

Scheduled Commercial Banks' Direct Finance to Agriculture 
(Excluding Allied Activities)-Loans Outstanding as at 
the End of March 1976 

Distribution of Commercial Banks' Short-term Direct 
Finance to Agricultural Sector (Excluding Allied Activit~es) 
Among Different Categories of Farms (State-wise) Dunng 
the Year 1975-76 (April-March) 

Distribution of Commercial Banks' Short-term Direct 
Finance to Agriculture (Excluding Allied Activities) 
Among Different Categories of Farms-Loans Issued 
During 1975-76 (April-March) 

13 

15 

110 

111 

112 

113 

114 

116 

117 

119 

122 

124 

127 

v 



12 

13 

14 

15 

16 

17 

18 

vi 

Distribution of Scheduled Commercial Banks' Short-term 
Direct Finance to Agriculture (Excluding Allied Acti
vities) Among Different Categories of Farms-Loans 
Outstanding as at the End of March 1976 

Distribution of Scheduled Commercial Banks' Medium 
and Long-term Finance to Agriculture (Excluding Allied 
Activities) Among Different Categories of Farms-Loans 
Issued during 1975-76 (April-March) •. 

Distribution of Commercial Banks' Medium and Long
term Finance to Agriculture (Excluding Allied Activities) 
Among Different Categories of Farms-Loans Issued 
During 1975-76 (April-March) . . . . 

Distribution of Commercial Banks' Medium and Long
term Finance to Agriculture (Excluding Allied Activities) 
Among Different Categories of Farms-Loans Outstanding 
as at the End of March 1976 

Distribution of Outstanding Medium and Long-term 
Advances of Scheduled Commercial Banks as at the End 
of March 1976 According to Purpose 

State-wise Distribution of Outstanding Scheduled Com
mercial Banks' Loans and Advances for Allied Activities 
as at the End of March 1976 

Village Adoption Scheme 

130 

134 

13 

139 

142 

148 

151 


