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8.1 Introduction 

In this chapter, an atte.'TI.pt has been made to study 

the various sources other than .Agricultural Co-operative Credit 

Societies available in the sample villages i'or financing 

agriculture and non-i'arm operations during the period under 

study. This -chapter also includes a comparat:Lve study betv1een 

the activities of the village agricultural co- operative 

societies and other institutions 1.vhich also provided loans 

and advances to the farmers in the sample villages during the 

period under studye 

8.2 Diffe~t Sources of Finane~ 

.c'lpart from SKUS, the various sources for financing 

agriculture and non-farm operations may be expressed in the 

following way ( Hahaj ans and Relatives vJ"ere found to provide 

sample families -vrith both production and consumption finance., 

The source self-financing met both production and consumption 

finance but all the other sources only met production 

finance ) : 



Different Sources 
~ r ___________ Q -----

~-

self- financing Others 
D-. ______ _L_ ___ ~ 

Individuals Inst.i tutional 

~----0__ Q ~ 
Hahajans Relatives/Friends Q 

0 
Q 

124 

Q 
Land 

Develop
ment Bank 

Q ~ 
Small 

0 ___ ---= 
0 

8.3 Concepts and Terms Used 

8.3.1 Self-financing 

Commercial 
Bank Farmers 

Develop 
-ment 
J'l.gency 

Government 

The amount of finance procured by the farm-families 

themselves, out of their o-vm income and or assets, 1.veal th, etc. 

at the.ir disposal to meet farm and non-farm operations during 

a given period, is considered as self-financing for the· 

present study. 

The redeeming points to be noted in this connection 

are the follo'v.Jing : (a) the farm-families may be in a position 

to meet their total eJ....'"_P endi ture ( farm and non- farm ) during 

a given period out of their ovm income and or w·eal th, assets, 
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etc.; and (b) they may not also be in a position to meet up 

the entire portion of such an expenditure out of their· own 

income and or assets, 1vealt.h , etc. and may have to depend on 

other sources of' .finance to bridge the gap as far as 

possible under the circumstances. 

8.3.2 Mahajans 

liD individual or individuals when found to lend 

from sometime past either in cash a110r in kind to rural 

people ( in this case, farm-families ) to meet up a portion 

of their expenditure and~ whole of their eA~enditure 
~· 

( farm and non-farm ) during a given period and in lieu of 

that, he or they charges/charge some amount of rate of 

interest which may not always be fixed and the principal as 

well as the interest accured therein during the period of 

receiving loan and of repaying it back to the creditor, 

will have t9 be paid back to the creditor after a stipulated 

period, "t-Thich as vrell as- the rate of interest mutually 

agreed by the creditor/ creditors and the debtor/ debtors at 

the time of extending/ receiving loan by the creditor/ debtor 

or creditors/ debtors is/ are called Mahaj an/l.fahajans. 

The.se groups of people (i.e. Mahaj ans ) generally 

consider such an activity as their profession though, some 

of them may be engaged in other professions also and such 
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an activity may form a part of their entire professional 

activity. But the point to be noted in this connection may be 

that, a reasonable period of long association ( let us say, 

at least, five years ) of them with such an activity will 

have to b·e carefUlly noted. 

By law, such moneylending activity by these groups 

of people has been forbidden ( vide 8.5 of this chapter ). 

8.3.3 Relatives 

Person/Persons vri th whom the sample families have 

some relationship established through marriage, etc. and some 

amount of affinity a11.d understanding tovrards member/members of 

the sample-families by such person/persons may be identified 

( such person/persons generally lives/live outsicl.e the house 

of the sample-families but not in all cases this is applied 

they may ·reside temporarily and some 0f them may also live 

permanently), is/are considered as relative/relatives for 

the present study. 

8.3.4 

providing 

Small Farmers Development Agency 

Small ·~ers~evelopment~gency is an agency for 

credit· and .£ther facilities to be extended solely 

to marginal and small- farmers from time to time either in 

cash and or in kind for the development of marginal and 

small-farmers .in its area of operation. 
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Such an agency exists in the sample district. 

8.3.5 Friends 

Person/Persons with whom the sample families 

have some understanding, established through mutual respect, 

sympathy, feeling, ·interest, etc. and some amount of 

understanding t"ovrards member/ma'Ilbers of the sample families 

by such person/persons may be located ( such person/persons 

~enerally lives/live outside the house of the sample families. 

Some friends may live in the house of the sample families 

temporarily but perhaps, not on a permanent footing ), 

is/are considered as friends for the present project. 

The above concepts/terms may be considered as 

very common and perhaps, need not to be explained and may be 

avoided because these do not perhaps, add to the existing 

knowledge. But these have been explained to indicate what 

actually these stand for in this study. No originality in 

explaining these is, however, claimed. Their role in this 

chapter is to help us in better understanding of' the problem 

tackled in this chapter. It may be viewed also that their 

omission perhaps, will least disturb the analysis of the 

problem in this chapter but their retention is based on the 

reasons already referred to • 

8.4 Self- Financing as a source of Finance =..;..;;;;;...._ _____ _ 

Cultivation is the main source of income of the 



sample farm- families most of whom are found to have lo11r 

in~ome (vide, chapter XII, on Income of the Farm-families ). 

l1ost of the sample -iandholding farm-families 
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have land within 5.oo acres and the total income of these 

farm-families is so loti/ that after maintaining their families 

with this poor income, they are left 'fTith very little or no 

savings for investrnen t ( vide·, ch.ap ters IX and X, on 

Expenditure Pattern of Consumption of Sample Families and 

Cost of CLUtivation of Sample Families ). This grou~ was 

found to depend mostly on others for financing their 

farm-operations ( vide, chapter V on Agricultural Credit by 

Primary Credit Co- operatives in the Sample Villages ) • 

The higher landholding groups have been found to 

have higher income ( vide, chapter XII, on Income of the 

Sample Farm-families ). Some of their expenditure could be 

met by their m-Tn finance but still, they too, needed 

financial assistance from outside sources ( vide, chapter V, 

on Agricultural Credit by Primary Credit Co-operatives in 

the· sample Villages ). 

Farmers having more than 10 .oo acres of land 

hardly took any short- term: loan. They took mediut<J.- term loans 

· for the development of land and of the methods of cUI tivation, 

etc. (vide, chapters v, on Agricultural Credit by Primary 

Credit Co-operatives in the Sample Villages and the present 

chapter). 



8.5 Sources of Finance of the Farm-Families from 

Individuals 

Sources of finance of the fa1~-families from 

individuals include : ( 1) sources from village mahaj ans 

and (2) sources rr·cm the relatives and friends of the 

farmers. Village mahajans are the rich persons of the 

villages 1·1ho lend money to the ClJ~ tivato:-cs at interest.l 

These mahajans charge interest ori loan at a very high rate. 

It was found that the mahajans vrere charging interest at 

5 per cent to 7 per cent per month. These mahajans do not 

ask for any security for giving loan. They grant loan 

simply against a promissory note executed by the debtor. 

They also give short-term loans for a crop repayable after 

ha1~esting of the crop. 

These mahajans were found extending credit for 

agricultural investment and also for consumption needs of 

the farmers. It was found that these mahajans extended the 

major part of their credit to farmers for their consumption 
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necessities (vide, Table 8.7), and in this respect they still 

play a monopolistic role, as no other agency advances credit 

to meet consumption e1...rp endi ture of the farmers wb.o of course, 

get a little amoru!t of credit from their friends and 

relatives in this regard. 

1 Though such an activity has been banned by laws of the 
country yet such an activity vras found to exist 
though not openly yet through indirect ways. 
11ahajans may reside outside the villages also. 
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Table 8.5 shovrs during 1975-76, mahajans 

advanced a total amount of Rs.96,023.00 to 151 farm-families, 

the average loan per family caning to Rs. 636.00 ( .Approx. ). 

The average loan per family var.ied betv1een Rs. 400 .oo and 

Rs. 801.00 in the sample villages. In 1976-77, mahaj ans gave 

such loans to 105 farm-families and the total amount of 

advance vras Rs. 79, 314.oo, the average loan per family coming 

to Rs. 755 .oo; the average varied betv.reen Rs. 364.00 and 

Rs.939.00 in the sample villages. In comparison to 1975-76, 

number of loan·. cases by village, mahajans I·Jas reduced by 

30.5 per cent in 1976-77, and the total amount of such 

advances was reduced by 17.4 per cent in that year. The role 

of village mahajans in the field of agricultural finance is 

having a dot'fnward trend perhaps, due to the increased 

activities of the institutions engaged in agricultural 

financing and perhaps, due to restrictions imposed on their 

activities frcm time to time by the Government. The average 

loan increased by Rs.ll9.00 per family in 1976-77 in 

ccmparison to that in 1975-76. 

The reason vias, perhaps, that the mahaj ans gave 

mo1•e loans in each case in most of the villages in 1976-77 

so that their total investment and interest remain more or 

less the same though the number of loan-cases diminished 

in 1976-77 in comparison to that of 1975-76. The average 

loan per family increased in 1976-77 over that of 1975-76 



in the sample villages except in village 4 and village 5. 

Credit for agricUl. tural investment by mahajans increased by 

123.8 per cent .in village 6 in 1976-77 as the investment 

increased in this village to a large extent in that year 

(vide, chapter .XI), but finance from various sources vias 

not sufficient (vide, chapter XTII). But in all other 

villages, agricultural credit decreased both in number and 

in volmne in 1976-77 over those of 1975-76. Percentages of 

such decreases .in 1976-77 were as follows : 

Villages 

V1 

V2 

v3 

v4 

Vs 

~ of decrease 
in no.of cases 

44.4 

34.6 

46.7 

50.0 

40.0 

if__of decrease 
in volume 

32.5 

23.3 

41.7 

51.1 

52.9 

Table 8.6-- on agricul tu1•al investment sho.,,rs that, 

in 1975-76 the village mahajans advanced a total sum of 
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Rs. 36,358.00 to agricultural labourers having no landholdings 

of their own, a total sum of Rs. 44,220.00 was advanced to 

marginal and small-farmers having landholdings not exceeding 

5 acres in each case, and Rs. 15,445 .oo vlas advanced to the 

fanners having landholdings bet1-reen 5.1 acres and 10 .o acres • 
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So, maximum amount 1,11as given to the farmers having upto 

5.0 acres of land. Advances given to the landless labourers 

1vere also high. In 1976-77, loan to landless farmers 1vas 

Rs. 34,15o.oo. So loan to this group of farmers reduced 

by about 6 per·cent. In this year advances to fa1~ers 

holding land not exceeding 5.0 acres were Rs. 27,164.00 and 

to the farmers of the land- holding group of 5 ·1-10 .o acres 

was Rs. lB,ooo.oo. The percentage of decrease of loan 

in 1976-77 over the previous year was 38.6 in the fo1~er 

case, while in the latter case the loan increased by 

14.2 per cent. Thus, it was found that agricultural 

finance by mahajans decreased much in 1976-77 over the 

previous year among the major part of the farmers. But the 

percentage of decrease was very lovr among the landless 

farmers ; the reason 1vas that none but these mahajans only 

ivere found to advance loans to them. Though the percentage 

of loan over previous year increased in 1976-77 in case of 

landholding group 5.1-10.0 acres, but they accounted for a 

nominal amollnt of loan. 

The percentages of agricultural loan runoLmt 

among the various landholding groups over such total loans 

"t-Tere as follo~m l 



Landholdings 
y 

groups Q 
~ '.: 

~ 
Q 

Table 8.1 

~ 
Percentage of loan Q Percentage of loan 
on the total Agri- Q on the total Agri-
cultural loa.J.'l Q cultural loan by 
extended by mahaj ans Q mahaj ans in 

·----~0 in 1975-76 Q 1976-77 
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------------------------------ ------------------

Landless farmers 

Landholding group 

upto 5.o acres 

Landholding group 
,t~ 
~ 5.1-10.0 acres 

T o t a l 

37.9 43.1 

46.5 34.2 

15.6 22.7 

1oo.o 100 .oo 
--·-----~--~---··--·---..... ----,.------·----~--"-'""' _____________ _ 

Fran the above table, it is found that in 1976-77, 

lcu.1.dless fanners took highest percentage of total agricultural 

loan_ by mahajans. Thus, mahajans' finance is still popular 

among the landless farmers. Farmers also take loan for financing 

agriculture as vrell as for consumption expendi~ure from their 

relatives and friends. These loans are for very short period 

ranging from 7 days to three months. The farmers 1,rere found to 

approach their relatives and friends only when there 1'ras no 

other source of agricLlitural finance available, but the 



fund was required urgently. It appears that the farmers 

generally do not like to approach their relatives for the 

question of family prestige. Fa1mers were found to take 

such loans on some particular issues, e.g. harvesting, 

carrying of crops, husking, etc. Table 8.2 presents 

the findings on the agricultural credit given by .fanners, 

relatives and friends. 

Table 8.2 

Agricultural Credit given by Farmers• Relatives and Friends 

in the sample villages 

0 __ 
Villages 0 

v1 

v2 

v3 

v4 

v5 

v6 

Total : 

0 No. of 
0 

25 

20 

38 

16 

31 

12 

142 

-----------1975-76 ~~------~1=97~6~-~7~7 ______ __ 
Q o D 

cases~ Total loanO No.o.f casesO Total loan 
~ He_. Q Rs. 

4,ooo.oo 15 4,068.00 

3,ooo.oo 18 3,107 .oo 

596.00 20 1,058.00 

5,056.00 15 5,ooo.oo 

2,516.00 25 1,195.00 

2,029.00 25 5,ooo.oo 

17,197.00 118 19,428.00 

134 
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No interest was found to be charged on such a loan. 

Such loans were fully unsecured. The average loan per family 

··from this source v1as found to vary. In 1975-76, (Table 8.2.), 

a ·total sum of Rs. 17,197.00 w:as advanced to 142 families from 

this source, ·the average loan per family coming to Rs.121.10; 

the minimum average was. Rs.l5'~.'ZO in village 3 and the 

maximum average 'tvas Rs. 316.00 in village 4. Total amount of 

such credit reduced to Rs. 16,428.00 in 1976-77. In this year, 

the average loan per :family vras about Rs. 139 .oo. Activities 

of various institutions engaged· in agricultural financing 

seemed to be responsible for dowm-rard trend of the loan from 

friends and relatives. One peculiar feature was marked that 
' . . 

loans from friends and relatives were all taken by the small 

farmers having landholdings up to 5 acres. This group only 

,takes such loan in their stringent financial conditions. 

Though the farmers were found. a bit shy in taking 

agricultural finance from their friends and relatives, but 

these farmers were found .to take loans .from this source to 

meet some of their 'consumption expenditure. Table 8.8 shows 

how the total loan given by friends and relatives of farmers 

1vere distributed in the sample villages during ·1975-77 in 

investment in agriculture and consumption of ·the 

farm- families. 
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- 8.6 Commercial Banlt: and Agricultural Credit 

On and f'rcm the 1st April, 1975 Commercial Banks 

took the sample villages under their scheme of .Agricultural 

Finance. According· to this scheme, farmers who are not 

members of any SKUS are eligible to get agricultural loan 

from the Commercial Banks. The scope was extended on and 

from 1st llpril, 1977 when an amendment was made to the 

e:r:rect that members o:r SKUS vrho had not taken agricultural 

loans from any SKUS, or who were not defaulters to any SKUS, 

might also apply :ror agricultural loans to the Commercial 

Banks. In all such cases, the Commercial Banks should obtain 

one 'No objection' certificate, and one clearance certif'icate 

f'rom the SKUS of which the applicant is a member. 

Canmercial Banks give two types of term-loans 

(i.e. short-term loans and medium-term loans) to the village 

farmers having recorded or leased-in-holdings, or who are 

Bargadars ( share- croppers ) • 

Short-term agricultural loans given by the 

Ccmmercial Banks are known as "Production Credit Crop Loan. n 

Jmount of loan to be sanctioned per acre o:r land under 

cultivation depends on circumstances of each particular case. 

It is found that in the areas under study, Bank advance was 

as f'ollo\vS : 
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Crop Loan ~er Acl"e 
(Rs. )_ 

Wheat ••• 7oo.oo 

Paddy " .. 6oo.oo 

Jute ••• 7oo.oo 

Scale of finance is limited by 50 per cent of expected crop 

values. 

Canmercial Banks may sanction term-loans o:f a 

maximum of Rs. s,ooo.oo in one proposal. Short-term loans are 

repayable within six months from the date of receipt or just 

after harvesting of' crop for which loan was given, which 

comes earlier. After harvesting, the borrower will first 

repay the Bank loan before any other appropriation. 

The following securities are required for getting 

Bank advance ( short-term ) : 

( i) A Demand Promissory Note in favour of Bank to be 

signed by borrower on the date of disbursement ; 

(ii) Letter of guarantee from t1-10 persons acceptable 

to Bank. A good Account Holder of the Banlc whose financial 

position can cover the guarantee or any reputed person of 

the village 't'lhose financial position is good, and w·ho has 

assets other than land, is acceptable to a Bank as 

guarantors. Financial position of the guarantors is judged 

by the Bank at the pre- sanction enquiry ; 
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. (iii) Deed of BY,pothecation of crop to be given in favour 

of the Bank; and 

(iv) Land mortgaged at the discl"etion of the Branch 

Manager of the Bank as collateral security. 

The interest rate of the bank is fixed on the basis 

of quantum of loan and holdings. Interest on short-term loan 

is as follows : 

llmount of Loan 

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

Up to 2,soo.oo 

Table 8.3 

Interest Rate Chart of the 

CQilmerciaJ. Bank 

~% of Interest in~ % of Interest in 
v short-term loan medium-term loan 

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

11 per cent 11 per cent 

Above 2,soo.oo - s,ooo.oo 
Above s,ooo.oo -2o,ooo.oo 
Above 2o,ooo.oo 

12 

13 

14 

tl 

n 

u 

12 

13 

14 

t1 

" 
n 

t per cent rebate is allo.~ed in case of timely payment of 

interest. 
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Medium-term loan is given by the Camnercial Banks 

for a period of 1 year to 5 years. The name of such loan is 

"Investment Credit Term Loan. u It is given for some specific 

purposes such as purchase of pump-set, land development, 

dairy farming, poultry development, fisheries, purchase of 

tractor, harvester and other agricultural equipment, gobar 

gas plant, horticulture, etc. 

In this case, stress is given on better security 

as the term of loan is more. The securities, .in this case, 

are • , 

(i) Article of Agreement entered into be"tl.·reen the 

Bank and the borrower . 
' 

(ii) Letter of guarantee signed by two persons acceptable 

to Bank ; 

(iii) HYPothecation of the asset acquired in favour of 

the Bank ; 

· (iv) Hypothecation of crops in favour of Bank and 

(v) Land Mortgaged Deed. 

Bank classifies the defaulters in two categories, 

viz. (1) willfLli defaulters and (2) defaulters having 

genuine natural reasons. In case of willfLli defaulters, 

certificate officer of Bank v.rill prosecute the borravers for 

recovery of loan and interest. But in case of defaulters 

having genuine reasons acceptable to Bank, the Bank 11]'ill 



convert short-term loan into medium-term loan. 

Recently, a scheme has been taken { lst • .April, 

1977 ) for financing SKUS by Commercial Banks. It aims at 

bridging the credit gap both short- term and medium- term 

in agriculture particularly the gap in financi.Yl.g small 

and marginal farmers. It also aims at revitalisation of 

1..veak: Central Co-operative Banks. By implementj_ng the 

scheme, the Commercial Banks may increase coverage of 

beneficiaries to a great extent with minimum supervising 

cost. 

A District Consultative Carunittee for Banking 

Development ( DCCB ) has been set ~) with the following 

members : 

(1) Lead Bank ( Convenor ) ; 

(2) C~operative Bank ; and 

( 3) Land D3velopment Bank. 

The borrowing from DCCB by a SKUS for short-term 

and medium-term loans for agricultural purpose should be 

less than outstanding short-term and medium-term loans. 

Societies having less than 200 members and also a society 

having 40 per cent or more defaulting members will not be 

taken. 

Table 8.9 shows the activities of the Commercial 

Banks in extending agricultural credit among the sample 

villages during the period under study. It may be noted 
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that the total amount of investment among the villages 
. . 

varied widely in both the years. In 1975-76, it varied 

be~1een Rs.s,ooo.oo and Rs.2o,ooo.oo and in 1976-77, such 

a variation was between Rs"! 2o,ooo.oo and Rs. 6o,ooo.oo. 

The reason for this was lack of equal stress given to 

different villages· for organising agricultural credit. 

It was reported by the Bank Managers that for the shortage 

of staff, all villages coUld not be equally organised. 

In 1975-76, of the totalpank-loan, 25 per cent was 

short-term loan and 75 per, cent was medium-term loan. 

In two villages village 4 and village 5, short-term loan 

was not given at all. In 1976-77, 20.67 per cent of the 

total loan was short-term and 79.33 per cent was 
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medium-term loan. It appears that the Commercial Banks 

gave more ·stress to extend medium-term loan than short-term 

loan. Of the total loan, percentage of medium-term loan 

increased in 1976-77 and that of short-term loan decreased. 

Total amount of agricUltural credit by Bank was 

Rs. 70,000.00 in 1975-76, and it was Rs. 2,08,000~00 in 

1976-77. The total loan increased by 197.14 per cent in 

1976-77. One of the reasons appeared to be t~~t in this 

year the Lead Bank of these villages paid special attention 

for campaigning bank credit among the far.mers. The bank 

officials went from door to door as far as possible under 

the circumstances in the villages to extend agricultural 
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credit. Total credit increased in all the villages. 

Remarkable progress was made in village 5 where in 1976-77, 

the amount of total bank credit was five times of that of 

1975-76. The amount of short-term loan in each case varied 

between Rs.2oo.oo and Rs.l,OOO.oo and mediLllll-term/long-ter.rn 

loan varied'between Rs.l,OOO.oo and s,ooo.oo in both the years. 

The bank preferred sanctioning mediLl!n- term loan because 

co-operative societies did not sanction such loan in these 

villages and the workings of' other agencies who offered such 

loan, were not satisfactory here. 

It was found (Table 8.10) that the Commercial Banks 

gave preference to marginal and small farmers (up to 5.00 acres) 

in extending credit. In 1975-76, this group got 58.57 per cent 

of the total bank credit ·in that year. Farmers having land 

between 5.01 and 10.00 acres got 32.85 per cent of total 

credit. The rest of 8.58 per cent t-rent to the groUp having 

land in the group 10·01 acres and above. In 1976-77, these 

percentages "tiJ'ere 62.5, 22.6 and 14.9 respectively. Hence, in 

comparison to 1975-76, in 1976-77, percentage of total credit 

increased in the marginal and small farmers' group and in the 

group of 10 .o 1 and above, wh:Lle it decreased in the group 

5.1-10 .oo acres. 

It was gathered from the bank authorities that the 

respond of the farmers to their campaign was not discouraging 



and the farmers -vrere reported to be very regular in payment 

of loan and interest and instaLments in case of medium-term 

loan. The defaulters \•Jere not more than 1 per cent of the 

total credit. 

Whether the reported regularity of the repayment 

of loan by the marginal and small farmers v.ras due to an 

attitude of these farmers tovrards Commercial Banks or v.ras 

it due to better management policy of the bank tov.rards these 

farmers that enabled the smooth recovery in time ? 

As the Commercial Banks 1 activity in this regard 

had very recent origin, sufficient data and inforrnation 

,,,ere not available to get a square BJ.1.s•t.Ter to the aforesaid 

questions. Depending on snapshot observations B.l1.d on the 

behaviour pattern of a very short period, it may be 

difficult to generalise and or to reach a conclusion. This 

needs perhaps, an indepth study in this regard to reveal 

the truth on such interest.ing questions. Attention of 

research scholars may be drawn in this regard. 

8.7 Institutional Finance 

Four types of institutions other than the 

co- operatives vJere found extending agricultural credit 

in the sample villages. These institutions vrere (1) Land 

Hortgage Bank or Land Development Ban.lc ; (2) Ca:nmercial 
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Banks ; (3) Small Farme-rs Development .A.gency 

Gov ernm en t. 

Land Development Bank 

and (4) the 

Land Development Banks \~Jere found extending 

agricultural credit in the sample villages for a period from 

5 years to 8 years. They charge interest @ 11 per cent per 

annmnn. Though these barnes can extend credit for a very long 

period, yet it v,ras not found in practice in thes.e villages. 

Land Development Banks \'rere found extending credit for 

digging of deep well, construction of canal for irrigating 

land, pump- set purchasing, purchase of bullocks and ploughs, 

tractors, .§prayers.,~: etc. They advanced only against 

mortgage of land. Maximum amount of loan vTas found to be 

limited to 40 per cent of the value of land mortgaged 

though, these banks can give loan up to 50 per cent of such 

values. Table 8.11 shows the activities of these barnes in 
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the sample villages during the period under study. In 1975-76, 

Land Development Bank extended agricultural credit of 

Rs.62,100.00 among the sample vil~ages. Of this, 11.27 per 

cent went to the landholders upto 5 acres, 30.76 per cent to 

the landholding group of 5.01-10.00 acres and 57.97 per cent 

to the higher landholding group. In 1976-77, a total amount 

of. Rs.79,650.00 was advanced by these Banks, of which small 
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farmers got 13.12 per cent, 5.01-lOwOO acres group got 31.76 

per cent and the higher landholding group got 55.12 per cent. 

It appears that the Land Development Banks of the area under 

study preferred the higher landholding groups for extending 

credit, perhaps, on the idea of the possibility of higher 

capability of repaying loans of these groUps. Be:rore granting 

any loan, such Banks consider carefully 't.rhether the applicant 

will be able to repay the instalment of loan and interest over 

the term of the loan after maintaining his family. A :rarmer 

taking loan from another institution may also apply for a loan 

to these Banks. o:r course, the bank management will see the 

economic viability of the applicant for loan bei'ore accepting 

any loan proposal. 

The viability of the applicant for loan was 

generally guided by these banks 1.vi th reference to the 

following factors of the applicant : (a) character 

(b) capacity ; and (c) capability. It was reported, however, 

the management sui'fered from lack o:r suitable and proper 

norms and procedures to determine the nature and extent of 

these c8 and under the circumstances, resort had to be 

made to some guess-work and approximation and the judgement 

of the scrutinisers i·rho vrere not al1>1ays adequately trained up 

to apply sound judgement in this regard. Adequate training 

of these personnel is perhaps, required in the context 

of increasing their capability to scrutinise meaningfully 



and purposefully · the loan applications received. 

8.7.2 Small Farmers Development Agency (SFDA) 

Small Farmers Development Agency has already 

been organised by the Central Co- operative Bank to cover 

the landless and marginal farmers of the villages under 

study. J'my lancUess :f~rmer.· or a fanner having land upto 

5 acres of land may becane a member of this .Agency by 

purchasing at least four shares of the Agency of the face 

value of Rs. 20.00 each. 100 per cent of the_ face value 

of shares to be purchased r,.rill be given as a loan to a 

member by the Government. A member was found eligible to 

a loan equal to ·20 times of the value of the shares of 

Agency held by the member. Such loans may be given for 

buying cows, buffallo, she-goats, hens, pigs, etc. so that 

the small farmers may increase their income by some 

.additional source. ilny small farmer taJcing loan from SKUS 

146 

or any Bank may also get loaD from such Agency. The Agency 

vrill charge interest @ 9 per cent per annum on the loan 

given. The SFDA of the area Hill be financed by Co- operative 

Banks and Canmercial Banks. During the period under study, 

it was found that SFDA had just started to, organise its 

activities in these villages and they had not yet started 

giving loans during the period.· under study. 
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8.7.3 Government 

The Government may give short- term and long- term 

loans to the ~armers during emergency like flood, draught, 

~amine, etc. Such loans are known as 'taccavi 1 loans. 

During the period, the Government did not give any loan in 

the sample villages as there were no such cases in these 

villages during the period under study. 

8.8 Co-oper~ti~~ Societies vis-a-vis Different other 

Sources o~ Firiance Excepting s·elf'-Financing 

Table 8.4 

Borrovring of' Farmers ~rom Dif'~erent Agencies in the 

Sample Villages 

0 D 
Credit Agencies/SourcesO 1975-76 (%) 0 1976-77 (%) 

----------~----~0. Q --------------- ------------------------------------------
Co-operative Societies 

Land Development Baillcs 

Canmercial Banks 

Mahajans 

Relatives 

T o t a 1 

and 

• • 

Fr~ends 

21 ( 

20 ( 

23 ( 

31 ( 

5 ( 

100.00 

.Approx. ) 24 ( .Approx.) 

" ) 16 ( n ) 

n ) 41 ( n ) 

" ) 15 ( II ) 

tl ) 4 ( n ) 

100.00 

------·-----------------------------------------------------
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From table 8.4, it appears that Commercial Banks 

were the main sources for supplying credit among the farmers. 

In 1975-76, Ccmmercial Banks supplied 23 per cent of the 

total agricUltural credit. In 1976-77, this percentage rose 

to 41 per cent due to extensive credit programme taken by 

the Commercia~ Banks in these areas. Commercial Banks 1·1ere 

able to increase the amount of credit by so much amotmt, as 

it appeared that they got a band of technical staff and 

reasonable organisational set-up to do so. Co-operative 

Societies gave 21 per cent of the total credit in 1975-76 and 

24 per cent in 1976-77. Though it is found that, percentage 

of total credit inc1·eased slightly,. but in amount, the investment 

by co-operative societies was almost double in 1976-77, tn 

comparison to that of 1975-76. So far as short-term credit is 

concerned, co-operative societies vrere the main source as they 

gave only short-term loans while c·ommercial banks gave mainly 

medium- term. loans and land development banks gave long-term 

loans only. l1ahajans' role in financing agriculture has been 

reducing day by day due to restrictions imposed by the 

Government on their activities and increased activities of 

the institutions engaged in agricultural finance. In 1975-76, 

:t1ahajans advanced 31 per cent of the total credit ; in 1976-77, 

it came down to 15 per cent only. Institutional finance perhaps, 

reduced agricultural loans from relatives from 5 per cent in 

1975-76 to 4 per cent in 1976-77 ( vide, Figure 8.1 given below ). 



The avtivities of the various financing agencies 

may be expressed by the follmving diagram. 
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SAMPLE VJLLAGEj 



8.9 Tables 2.5 to 8.11 

Tables 8.5 - 8.11 sh~Jing various information 

regarding credit by mahajans, friends and relatives, 

Commercial Banks and Land Development Banlcs extended during 

the period of the study have been presente-d belo~r : 

Table 8.5 

Extension of J~ricultural Credit (Investment) by Village 

11ahaj ans in the Sample Villages During 1975-77. 

·r-
1975 - 76 0 1976 - 77 

o o o T o. o-
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VillaONo.ofOTotal 0 Average QNo.of QTotal 0 Average loan 
-ges Qcases0J1rnount 0 loan per Ocases ofP.Amount 0 per case 

Q of 0 0 case 0 loan Q 0 (l)pprox.) 
Qloan Q 0 (.4pp rox.) -0 0 0 

_x_O ___ .)!...0_-=:R=s~. _o...._-_ -~.: ___ _Q ________ } _____ ~~.: ____ [_ ___ ~.: ______ _ 
-::w--- -----------------

v1 45 27' 693.00 615.00 25 18,700-00 748.00 

v2 26 20' 830 .oo 801.00 17 15,970.00 939.00 

V3 15 6,ooo.oo 4-oo.oo 8 3,5oo.oo 438.00 

V4 30 22,500.00 750.00 15 10,994.00 733.00 

v5 15 7,ooo.oo 467.00 9 3,300.00 364.00 

V6 20 12,000 .oo 600.00 31 26,850.00 866.00 

·--- -- -·---~- ----
TotaJ; 151 96,023.00 636 .oo 105 79,314.00 755.00 

-----.....-o:--·-----··-P---------------~----------~--~ 
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Table 8.6 

Distribution of Agriculture~ Credit by Village £.1ahaj ans 

According to Landholding Groups. 

1975 - 76 ----..,..Q --------.o,---- r Q. 

Villa- P Total loan Q Landless 0 Upto 5.0 ~ 5.1 - 10.0 
ges Q Q farmers Q acres ~ acres 
____ _j_ __ Rs • __ _ ~ Rs • Q ___]~ ___ _L Rs. 
=--- .... __ --------------- ·--- ------- _________ .. ____ ---.. ---- .. ----.. -- --- ___ ,._---

27,693.00 10,153.00 15.540.00 2,ooo.oo 

20' 830 .oo 9,7oo.oo 7,200.00 3, 930 .oo 

6,ooo.oo 3,2oo.oo 1,500.00 l,3oo.oo 

22,500.00 7, 300.00 10,200 .oo 5,ooo.oo 

7,ooo.oo 1, 800.00 3, 100 .oo 2, 100 .oo 

12,000.00 4, 205 .oo 6,680.00 1,115.00 

Total 96,023.00 36, 358.00 44,220.00 15,445.00 



Q 
Villages Q 

0 
0 

v ' 
1 

V5 

Total 
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Table 8.6 (Continued) 

1976 - 77 

Q P. Q 
Total loan~ Landless Q Up to 5 .o 0 5.1 - 10 .o 

0 farmers Q acres 0 acres 
Rs. 0. l}s. ~ Rs. 0 Rs. 

- OM. - -:- - - - - - - - .:.-::-.::··=-==:::--=:::-==-::-.::-:::-:.::-=-=:...--:::-::-::.-.:::.-=-=-=:-

18,700 .oo 8,900-00 6,200.00 '3, 600.00 

15,970.00 9,ooo.oo 4,27o.oo 2,7oo.oo 

3,5oo.oo 2,7oo.oo 8oo.oo X 

10,994.00 6,800.00 4,194.00 X 

3,30o.oo 1,500.00 1,200.00 600-00 

26,850.00 5,250.00 10,500.00 11,100.00 

79,314.00 34,150.00 27,164.00' 18,000.00 



Table 8.7 

Pattern of Credit E..xtended by l1ahajans in the Sample Villages 

During the Period Under Study 
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----------- ----·-----·---
1975 - 76 ~- ' 1976 - 77 

v- ·r------------------·o·---------r·---------r------·--r----- --- Q 

~ 0 Credit 'for 0 Credit 0 Total ~Credit forO Credit 0 Total 
1- Q Agricu1 tural Q for Q ~Agricu1 tu- Q for ·v 
1- 0 Investment 0 constJm.p- 0 yra1 Y consGr.aD- Q 
a- ~ Q ti on Q 0 In v e s tm en t D t ion - Q 
g- ;. Y. e:>..-p endi- 0 0 .\l exp endi- 9 
e- 0 C ture 0 Q ~ ture Q 
L_Q ________ fu:;_~ ____ j:_ __________ :ge__. ________ jl_ ________ !l:;:;_~- ___ p_ ------ J-=t.~-·- . ___ J_ ,,, ___ - ---~ ·----· --· ( ______ 1.\.9 .. !._ - ---- -· - ...... - ----- -- ---- ...... ---- -~ ~ ·- .... ~ ·~·-- --- -~- -·· .... ~ ,...._-- ~ ~· ........ - ..-- .... -· ~~- -··-- ...... - ------ -~---------

v, 
-L 

27' 693/-

20,830/-

6,000/-

22,500/-

7, 000/-

12,000/-

76,059/- 1, 03,752/- 18,700/- 52,806/- 71,506/--

80, 160/- 1, oo, 990/- 15,970/-- 69,846/- 85,816/-

48,582/- 54, 582/- 3, 500/- :32, 153/- 35,653/-

34,078/- 56,578/- 10' 99-4/- 18,657/- 29, 65]/-

44, 874/- 51, 874/- 3, 300/- 22,498/- 25,798/-

77,00~- 89, OO:t'- 26, 850/- 43,609/- 70,459/-

---·--------------- ·--- -------

Total: 96, 023/- 3,60,756/- 4,56,779/- 79,314/- 2,39,569/- 3,18,883(-

----------
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Table 8.8 

Pattern of Credit Extended by Friends and relatives of the Farm-

families During the Period Under Study 

~ ---
1975 - 76 Q 1976 - 77 

u II 
' 

v 0 Credit Q Credit p Tot . .!:i.l ~ Credit 0 Credit ~ Total 
i 0 for D for D ~ for p for ~ 
1 (J .Agricul tu 0 consump- P ~ Agricul- V consump- fi v ~ 

1 D -ral Q tion p ~ -!;;ural Q tion 1l 
). 

a ~ Invest- ~ expendi- 0 Q Invest- ~ expendi- ~ 
g ~ ment D ture ~ Q ment Q ture ~ 
e 0 Rs. 

Q 
Rs. ~ Rs. ~ Rs. ~ Rs. ~ 

2.._!_ __ n Q Q 0 D 
Rs. 

_,.. ______________ 
--------------- -------------------------------------------------------

v1 4, 000/- 2, 500/- 6,500/- 4,068/- 4, 232/- 8, 300/-

3,000/- 1, 200/- 4, 2001- 3, 107 I- 693/- 3, 800/-

596/- 8, 504/- 9, 100/- 1, 058/- 7, 442/- 8, 500/-

5,056/- 2, 744/- 7' 800/- 3, 000/- 4, 300/- 7, 300/-

2, 516/- 5, 484/- 8,000/- 1,195/- 7, 4{)5/- 8,600/-

2,029/- 10,67]/- 12,700/- 4,000/- 6, 500/- 10,500/-

Total: 17, 197/- 31, 103/- 48, 300/- 16,428/- 30,572/- 47, oo"o!-

-- --- - ... 
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Table 8.9 

AgricUl tu:ral Credit by Commercial Bank in the Sample Villages 

in 1975 - 76 an.d 1976 - 77 

-------- ~-------~-- ----------
1975 76 ~ 1976 77 - Q 

-
v-- ~ -r···----r-----·-r---··--r----- -----

~ 

.i 0 ~ Q X ~ y 
Short Hediun1 Total X Short Hedium 1 0 X D n ~ i) Total 

I 
term 

~ 
te:rm :1 > 

1 0 1' Q K term ~ term ?\ 
loan 

)I 
loan )< loan X 

loan > 

a Q X Q Q 0 D y 
'" () Q y ,. 
~i 

~ g 
" Rs. Rs. Rs. ~ 

Hs. 
~ 

e t· Q ~· (I Q Hs. 0 Rs .. 
" Y. 

" s {: f, :\ 
Q Q II Y. 

----~--------~----------~---------~--
lj ( 

------------------- ·~-- ---- -- ............. -·-- --- ---~ ------- -·· ,_,_ .... - ... - -- -·- ~ -- -~ ..... -~- -· -·-- ~- -·-- --

2, 000/-

1, 000/-

5,000/-

X 

vs X 

6, 000/-

Total: 14,000/-

6, 000/-

., 1 ~""0"'/ ..!.. ,v u -

10,000/-

10,000/-

5, 000/-

14,000/-

56,000/-

8,000/-

12,000/-

15,000/-

10,000/-

5, 000/-

20,000/-

70,000/-

s,ooo/- 15,000/- 20,000/-

6, 000/- 24,000/- 30,000/-

4,000/- 31,000/- 35 rv>r·/-
r '·vvv 

8, 000/- 38,000/-

5, 000/- 20,000/- 95 cnnl_ 
w ' \J\_:; 

15,000/- 45,000/- so, 000/-

43,000/- 1,65,000/- 2,08,000/-

·------------·--
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Table 8.10 

Break up of Agricultural Credit of Commercial Banks According to 

Landholding Groups 

---------- -~--;-;-5 - :;;;--·-·------~ ---·---i976-=- Tl-----·--
V-~ Uj_) to-s-~o--0 5 .1.:. io7o-01o -1~-aboveQUpt-o·5-:o-·rs-:-1:.lo -:o-~-16.1- ab 6/e-
i 0 acres Q acres Q acres 9 acres Q acres 0 acres 
1 y Q Q 0 Q ) 

1 0 Q ~· Q Q Q 
a Q 0 0 0 D ~ 
g 0 0 ~ 0 Q Q 
e 0 Rs. 0 Rs. (: Rs. Q Rs. Y. Rs. ~ Rs. 
s 0 0 Q [\ ~ p 

·-------·-·---·-·'-----..........~-- ____ .. __ -------------------------------------------------------------------
v1 6, 000/- 2, 000/- X 15,000/- 5,000/-

v2 9,000/- 3,000/- X 18,000/- 6,000/- 6,000/-

v3 8~ 000/- 5,ooo/- 2, 000/- 27' 000/- 5,000/- 3,000/-

v4 s, 000/- ?. onnj-:...r' VV' 
X 20,000/- s,ooo/- 10,000/-

v5 X 5, 000/- X 15,000/- 8,000/- 2,000/-

v6 10,000/- 6, OO~l/- 4,000/- 35,000/- 15,000/- 10,000/-

------------------· 

Total :: 41, 000/- 23,000/- 6, 000/- 1, 30,000/- 471000/- 31,000/-

·--------------



Table 8a 11 

Agricultural Credit by Land Development Bank According to 

Landholdings Groups in the Sample Villages During the 

Period Under Study. 
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-·-------·------· --·------------· ---
1975 - 76 

-----v--~-----------·--y----------Q"--- ·-------r 
V.illagesv Dj_)to 5 0 5.1- 10.0 0 10o1- above Q Total 

0 acres Q acres Q acres ~' 
~~ " 7! !\ X 
~ y ~ ~ 

______ L ______ Rs_~- ·---_Q_ _________ B2_~---··-·J-··-····-·- __ B:~ .. -----·· _.Y_ ________ I§ .. !.. _____ _ ----- ------- .._- -- ------- ~-- ~- ~~- -·~- -·- ..... -- ----- -- - -· ~ -~ ~- - __, ....... - --~- _ ... - -- --- .. ~ ··- -- ...... ·-· ·- ~--- -- ··~ -- -- ~-- _ .. -

3, 000/- 8, 200/- 13,200/-

4, 200/- 5,000/- 10,200/-

2, 500/- 7, 300/- 9, 800/-

5,600/- 9, 000/- 16, 100/-

v5 2,000/- 3, 500/- 5, 500/-

v6 2, 5oo/- 1, 800/- 3, 000/- 7 ~ 300/-

-·----------------- ·-·---------------

Total : 7' 000/- 19,100/- 36,000/- 62, 100/-

~--·-·------~-------------~-------- -- ·------- -----·--·-- --·- ----~----- ~~-·-- ~- --- ~ .. ··-- . _...,.. ___ , ____ ....__ ... _ ....... 
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Table 8.11 (Continued) 

------------ -------------------.. ~-------..; _____ _ 
1976 - 77 

o -·----- (i --· ~ ·-----rr 
Villages 0 Up to 5 ~ 5.1 - 10.0 ~ · 10.1- above Q Total 

0 acres Q acres ~ acres ) 
0 Fs • J-----~---_ _j_ _____ _!<~.!_._l Rs!.. --------------------------------------------------------------------

v 1 3, 500/-

1, 750/-

2, 200/-

2, 000/-

1, 000/-

·---------------~ 

Total : 10,450/-

4, 600/- 10' 000/- 18,100/-

5, 000/- 8, 500/- 15,250/-

4, 000/- 7, 500/- 13,700/-

6, 500/- 8, 400/- 16,900/-

3, 200/- 5, oool- 9, 200/-

2, 000/- 4, 500/- 6,500/-

·~----~--.. L--------· ---··-·-·-
25,300/- 43,900/- 79,650/-

____ .. ....._ .. _. __ ·-·-----------------


