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COMIRCIAL DPANES AND ACRICULITURAL CREDIT
w A STUDY IN RECIOUAL DISPARITY IN INDIA -
~ ABSTRACT w

The pregent thecls visuolises the banking industry of
the country under the offective control of the state graéually
coming ur to play o role in the economy of the combtry comparsae
ble to that vhich Crodit Mobilier, the first in%ustrial devew
lopment banl: in France nlaved for stimulating inﬂuntria; growth
in the French economy, in the late 18th century. The procese
of capital accumilation an’ the nath of socio-cconomic deve.
lopment under vhich the banling system worls in our countxry
is largely anelogous to thot prevailing in the Frerch economy
during the comprrable peried 4n history, A point of differcnce
between the developmental roleg of the two banking systems is
thae fact thot the banking svstem in cur country may have to
pay special attention to the problem of intersectoral disparity
ol cgrowth, and algo to thot of intereregional disparity which
is a spilleover of vorticel Jdispsrity gemersted bv the overall
oystom ltself,

The larger part of the analvsis has been carried on for
investicating interadictrict ﬁisparitiﬁs in the cr~dit operae
tiontof comercial banlsc in genersl and in the distribution of
bankecyredit to the agricultural sector in particular, On
perticular issues, interestote disparitics have also been inves.

tigasted, Two measurcs of concentration of jwral asscts within

each State wore formulatod, These ares (1) G, the Ginni-




(iv)

comefficiont of Inocuality of asset Aistrilbution, multiplied
by 100 and (i1) A\p> ia’ . the percentage concentration of
assets 1.?; the upper asset groups,

The cowefficient of correlation between € and X, (corm..
creial bam:s" agriculturcl credit per hectsre of net sown arca)
was positive and quite hish at , 70 whereas the soame between

%> ® ana x2 wos almost as high ot .61, wherzixz was estimated

as a second degree polynomial function of AZ 8 , rising with.
in the relevont rance of the latter., The two estimoting ecug..

| tions with actual paramoters are ag follows @

| Bquation 4.1 X, = -96,329 4 2,03 G [!2 = ,48 7

> >1,2
Equation 4,3 X, = ~40.648 + 012 Ap + 018 (Ap )

A welchted fndex of concentration of cultivated area in
large operational holdings (%) was also formulated. In a
multiple recression analysis on the hasis of 283 observations
at the district lewel, the a’aition of X, to the deck of expla-
natory wvarilables immroved Rz siimificantly wherers its regres
v sslon co-efficient itseolf wes negntive and sicmif icant, This
v along with equations 4,1 onad 4,3 showed that th erces commercial
banke were succepitble to prasgures of reglons of high conocon
tration in acset-distrilution, in motters of giving sgricultural
credit, wore, afterall, succensful in averting such pregssures
from areas dominoted by forees of monopoly in land as regards
the same, The following 1o the ecuation in which the nogative

comafficiont of ﬁrnm out ~5 significant,
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Bquation 4,7 X, = 9,571 -~ .531 x, + .373 Xg + 4084 x5

zﬁz = .28 7,

where, the following are the varilables that enter into
the analysis in wvarious stages 3
X, = per capite credit

Xy = CCntral Co-operative Banks' oustaanding credit
per hectare of net sown area

Xv = per capita deposit

X5 = Number of Bank-offices per lakh population
Xg = degree of urbanisation

Xop = intensity of irrigation

xll = intensity of cultivation

x12 = intensity of commercial crop cultivation

The ecuation of bogt £it for xz)that we obtained,is as
follows
Equation 6,11 X, = -53.703 + .078 x; $7415 x,
*+4.814 Xg *+ .514 X4

oo/ R% ~.303, With ¥ = 283 P-Ratio

(17.047) was significant even at
1% 1evek_/

Howover, three sepavite subsamples cut of 283 disiricts
wer» formed of which Sample 2 (of districts in the middle range
of per capita credit and numbering 146) had the foliowing
estimate of X2 s

Bquation 6,11 (Sample 2)

Xé = 47,297 + .085 Xy - « 106 x, + 3.636 x5

+ .352 Xg - . 087 Xy + 1,530 Xgq + . 394 X1

[Rz = .44 7
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In the finsl annly X6 X.’ XB XS Xg and xll

emerged ag simificant determinants of Xye Whereas x4 had
negotive rooression co-efficient, all cthog excepting xs had
nositive cowefficiont, Wherecas Xg hed pogitive and significant
comefficient in the Sample 2 estirate, it had a nogeative cow
efficiont which wag noarly significant in the sample of alle
districts, The magnitude of negative impact of X, on X,
gradually incressed “rom Somplce 1 to Sammle 3 cstimotes of xz.

The enalvels of X, woB viewed in the context of variation
in x6 ’ )C., and Xa « Tho olloving ecurtions were obtsined

from the reogrecsion snolysls of thoge variables,

Fauation 3,2 X; = ~20.308 + ,308 %, + .090 %y + 36,531 xg
+ 5.370 xg .. L2 a 597
Equation 3,4 Xg = =25,780 + 30,992 Mg .4- 25,128 Xg -e022 Xy
+ .545 x. .. AT 647
Ecuntion 5,1 Xy = -90.123 + 1.099 X, + .328 X + 580 x4,
| +.740 x4 + 2,131 x,, . .327
Interestingly, X, showed ~ositive and simificant re-
grecsion cowcfficient in ecuation 5,1 dotermining Xy All other

variables enterad as erplonntory vordisbles in ecuation 3,2, 3.4

and 5,1 showed positive and significont coeefficients excepting

X3 which wes not sipnificont in equation 3,4,




CONTENTS

ACKMCULEDGEMENT
ABSTRACT

TABLE OF COITTENIS
LIST OF TABLES
LIST OF CHARTS
NOTATIONS

PAGES
(1) - (14)
(111) = (vi)
(vil) - ()
(i) -~ (x413)
(xiv)

{xv)




(vid
COTEINS
PACE
Cm - I _— II&E‘RG!’)'ﬁﬂI‘I(E! 1
I.1 PANKING AID THE GENERATION, APPROPRIA- 2
TION AND UTILISATION OF SURPLUS
I.2 BAIKING I IIDIA AND THE CLASSICAL 9
EUROPEAN EXPERIRNCE
I,3 PURPOSE OF THE STUDY AND SURVEY OF 17
EANLIER STUDIES »
"~ CHAPTER . II - THE PROBLEM AND THE METHODOLOGY . 33
II,1 HATURE OF THE (NOWTH OF BAIKING IN 34
INDIA IN RECENT YEARS
11,2 THE CREDIT GAP IN AGRICULTUTE 45

II,3 COMERCIML BAIVS' INCREASING COMIRI-
BUTION TC ACRICULTURAL FINANCE AMD ITS 55
RECIONAL VARIATION

. II.4 THD METHODOLOCY AD TIN REGRESSION 61
MODELS
CHAPTER ~III ~ CREDIT, DEPOSIT, AHND THE SPREAD OF 75

BANMK OFFICES

III.1 CREDIT, DEPOSIT, AMD RURAL-URBAN DISPARITY =g
IIX,2 CREDIT.DEPCSIT DATIO AND SCCIO.ECONOMIC — ga

DEVELOPMENT
’ III.3 REGRESSION ANALYSIS OF PER CAPITA 87
CREDIT
' III, 4 RIGRESSION ANALYSIS OF PER CAPITA
DEPOSIT AMD CRIDIT.DEPOSIT INTERAGTION 95
III.5 SPREAN OF COMMERCIAL BANKS®* OrrICES 104

AlD THEIR FINAICING OF AGRICULTURE




{ix)
PAGE

CHAPTER o IV - CONCENIRATION OF RURAL AJSETS AND
CULTIVABLE LAND AND THE SUPILY OF
ACRICULTURAL CREDIT BY COMMERCIAL 117
BANY.S

IV.1 IITRODUCTION 118

Iv,2 MBASURRSS OF CONCEMTRATION OF ASSETS 121
AMONG RURAL HOUSEHOLDS

Iv, 3 REGRECSIONS OF COMMERCIAL BAMKS! ' 127
AGRICULTURAL CREDIT O THE MEASURES
OF COMNCENITIMTICY OF RYRAL ASSETS

IV, 4 STRUCTURE CF DISTRIPUTION OF RURAL 137
ASSETS VIZaALVIZ TIE SIZEDISTRYBU.
TION CF LAMDHOLDINGS

; »
| IV, 5 COMCENIRATTON OF CULTIVATED AREA IN 147
o LARGE HOLDINGS

IV, 6 COITTMTRATION OF CULTIVATED AREA IN 157
LANGE MOLDIVES AND COMMERCIAL BARKS!
FINAMLZING OF ACRICULTURE

CHAPTER w V w CC.OPERATIVEC CREDIT AND FINANCING OF 166
’ ' “ ACRINUITUNE Y COMMERCIAL BAMNKS

v.1 BRERESSION ANALYSIS OF CEMIRAL COw 167
CPERATIVE DBANKS' CUTSTANDING CREDIT

v, 2 —~ CO.OPERNTIVE CREDIT, COMMERCIAL BAMKS! 176
- ACRICULTURAL CREDIT AMD COKNCENTRATION
OF LA!D IN LARGE OPE"ATIOCHAL IOLDINGS. o

ClIAPTER o VI - DETERMINZIT S OF THE RECIOMAL LRVELS OF 183
COMMINCIAL DAMKS' AGRICUINURAL CREDIT

VI,1 THE PROBLE! OF STANDARDISING THE 184
REGIOMAL LTVELS OF AMINULTURAL
. CREDIT OF COMMERCIAL BAMS

v:,,/y REGIONAL VARIATION IN ARICULTURAL 188
o CREDIT OF COMERCIAL PAMS PER HROTARE
OF N7 SOU17 AREA

Vi, 3 THI HYPOTHICRS AD THE APPRQACH OF 196
TIE 8Ty ‘




vI.4 RECRESSION AMALYSIS OF COMMERCYAL
BAMKS* AGRICULTURAL CREDIT

CHAPTER o VII w CONCLUSI NS ATD POLICY

VII, 1 COrLusIOnNs
VII,2 POLICY
APPENDIX « I « MAP szm»-zmc: LEVELS OF OUTSTANDING
‘ DAMK. CREDIT IV DISTRICT 1973
APPENDIX = IT « MAP SHOWINC LEVELS OF ACRICULTURAL
CREDTT Y DISTRICT 1973

BIBLIOCRAPHY

PAGE

203

227

228
235

243

243

(1) - (vii4)




TABIE WO,
II.1

IX,2
+IT, 3

11,4
IL. S
11,6
I1.7

11,8

11,9
11,1

I1x,2

IXI, 3

II1.4

(1)

LIST OF TABLES

DISTRIBUTION OF OUTSTANDING ACRICULTURAL
CREDIT OF SCHEDULED COMETRCIAL PANKS
ACCORDING TO TYPE, 1973

PROCRESS OF COMMERCIAL BAMEING IN IMDIA
- IMPORTANT INDICNTORS

POXULATIOIMISE EREAK.LUP OF BAN'ING
CENTRES AMND THEIR CHEDIT DEPOSIT RATIO

LIAPILITIES (BORNOWINGS) PER RURAL
CULTIVATOR  IOUSEIOLD ACCORDING TO
ASSET.CROUPS

PER CENT DISTRIBUTICM OF SCHEDULED
COMMERCIAL BANS' CREDIT T¢ DIFVERENT
SECTRS

DISTRIDUTICI OF INDIAN DISTRICTS AS
REGARDS COMMERCIAL BAMES' AGRICUWIURAL
CRIDIT PER HECTARE OF NUT SOWN AREA

CENTRAL CO-OPERATIVE BANKS! QUTSTANDING
CREDIT PER HECTARE OF NET SOWN AREA
DISTRIBUTION INM 283 DISTRICTS + 197273

FREQUEICY DISTRIBUTION OF 283 DISTRICTS
A5 FEGARDS PER CAPITA CREDIT, 1973

LEVELS OF PER CAPITA CREDIT

SCHEDULED COMTRCTIAL BAKKS ' DEPOSITS
AND ADVANCES ACOOMDING TO POPULATION
@ROUPS

PER CENI' SHARES IN AGCREGATE CREDIT
AND AGCREGMN'T DEPOSIT BY TYPE OF BANK
CENTRES ACCORDING TC POPULATION SIZE,
JURE (1961, 1966, 1973),

DISTRIBUTION OF 283 DISTRICTS AS REGARDS
CREDIT.DEPOSIT RATIO, 1973

CLASSG DISTRIBUTION OF 280 DISTRICTS AS
REG’RDS 1961 CAIGORI™S OF SO0CIO.ECONOMIC

PAGE
36

38

51

$3

61

63

73

73
7

82

B4

DEVZLOPMENT AND THE 1967 LEVZLS OF CREDIT.

DEPOSIT RATIO,




N

III1.5

I11,6

IIx.7
111.8

I11.9

I11.10

IXx, 11

.1

Iv,2

Iv. 3

Iv. 4

Iv, 5

Iv.6

™7

{14)

PAGE

CENTEAL TENDEINCY AMD VARIATION IN SELFCTED 89
VARIABLES (N = 283)

RECRESSION AMALYSIS OF PER CAPITA CUTSTANDING 90
CREDIT (R=283)

RECRESSION OF PER CAPITA DEPOSIT (N=283) 06

DISTRIPUTION OF 283 DISTRICTS AS REGARDS AVERAGE 107
NUMBER OF DANY OFFICEHS PER LAKH POPULATION 1973

REGRESSION EQUATIONS "RIED TO EXAMINE RELE. 110
VAICE OF XS I EXPLATINING )(2

DPARTIAL CORREIANTION CC.EFFRICIENTS RETWEEN 22 112
AMD ¥, IN SAMPLES OF TIREE GROUPS OF

DISTRICTS AND THE ALL-DISTRICTS (ROUP WITH

R=70, 146, 67 and 283

REGRESSION CO.EFFICICNTS OF X. IN THE ESTIMATION 112
OF X, FOR THREE SUB-GROUPS OF 2DI STRICTS AND
THE * ALL.DISTRICTS GROUP AND THE GOODNESS OF FIT

DISTRIBUTION OF 20 STATES AND UNION TERRITORIES

AS REGARDS BANK.CREDIT TO AGRICULTURE, AVERAGE
ASSETS PER HOUSEHOLD AND MEASURES OF JNECUA-

LITY OF ASSET DISTRIFUTION (¢ & , > *a) 130

*

RECRESSION ANALYSIS OF X. {(ON MEASURES OF 132
THECOALITY OF ASCET NIS BUTION) (STATE
LEVEL OBSERVATICNS)

AVERAGE VALUZ OF ASSETS (IMCLUDING LAMND) 139
ACCORDING TO CLASSES OF OPERATIONAL LAMND.

HOLDIMG AND PERCENTACE OF MOUSEHOLD . ALLe

IMDIA, 1971.72

AVERAGE VALUE OF RURAL ASSETS PER HOUSEHOLD 142
Y STATES AMD CORD SrONDING SITE.CROUPS OF
CPERATIONAL LAMND HOINING AREA 1971-72

PER CENT OF ARTA IM LARGE HOLDINGS AMD AVERAGE 18]
SIZE OF HOLDING RELMTIVE TO0 ALL.INDIA AVERAGE
SIZE FOR SELDCTED DICSTRICTS, 1971

WEIGHIED IMDEX OF COICEMIRATION OF CULTIVATED 154
AREA IN LARGE HOLDINGS BY STATES

REGRESSIONS TO TEST SICGNIFICAICE OF X, IN 159
EXPLAINING VAS IATIOUN OF x3

4




(xii1)
PAGE

Iv. 8 RECRESSION CO.EFFICIENTS OF x4 IN ECUATION 162

A 4,8 IN SEPATATE SUB.SAMPLES AND THE SAMPLE
OF ALL.DISTRICTS CROUP
Iv, 9 MEANS VALUZS OF X, , Xg , X, AND EQUATION 463
4.8 Il SEPARATE SAVPLES
V.1 RECRESSION ANALYSIS OF x3 169
V.2 CENTRAL TENDENCY AMD CO.EFFICIENT OF VARIA- 173
- -rxom OF SELICTED VARIABLES (X, » Xy, Xyg o
Xy ) FCR 283 DISTRICTS, (1971~ ).
V.3 CO-OPERATIVES AS A SOURCE OF BORROWING OF 179
. CULTIVATORS AMONG NIFFERENT ASSET-CROUDS,
196162,
>4
V.4 CONCENPRATI ON OF RURAL ASSETS (Ap %) amo 181

OQUTSTANDING CREDIT OF CEMIRAL CO.OPERATIVE
BANKS PER HECTARE OF NET SOWN ACEA BY STATES
{1971..73)

vIi.1 COMMERCIAL BAMKS' OUTSTANDING CREDIT TO 189
ACRICULTURE BY ST2TES

Vi, 2 MEAN AND VARIATION OF SELRCTED DANKING VARIA. 192
¥ BLES {xs ¢ X5 o X , X, , AND OTHERS)
IN 283 DISTRICTS
vi, 3 CLASSIFICMTION OF ACRICULTURE AND ALLIED 194

ACTIVITIES CREDIT OF COMMERCIAL BAIKS
ACCORDING TO SIZE.CROUPS

Vi, 4 PARTIAL CO RELATION MATRIX ‘ 205
VI.S ANALYSIS O REGRESSION OF COMMERCIAL BANKS' 208
ACRICULTURAL CREDIT PER HECTARE OF NET SOWN

v AREA (xz) IN THE ALL.DISTRICTS SAMPLE WITH
: N=283,

< VI.6 AMALYSIS OF REGRESSION OF X, IN THE SUB- 210
SAMPLES AND THE ALL.INDIA DISTRICTS SAMPLE
\'2 JMAINSIS OF THE SINGLE WiPIARBLE CASE “‘z = 211
B Xg) IN SUB SAMPLES,

’ Vi, 8 REGRESSION OF X, WITHQUT X, AMONG THE EX- 221

PLAMATORY VARIABLS IN SEGRTGATED SAMPLES
OF DISTRICTS,




{xtiv)
LIST OF CHAaRTS

III,1 REGRESSION OF PCR CAPITA CREDIT ON PER 100
CAPITA DEPOSIT AND PER CAPITA DEPOSIT
ON PER CAPITA CRUDIT (FOT VALUES OF X,

Xg » Xg KEPT CONSTANT AT "5'% , 'RS & ?cg)

I11,2 CONVERGENCE OF PER CAPITA CREDIT AND 102
PER CAPITA DEPOSIT AT THEIR RESPECTIVE
MEAN VALUES

Iv.1 COMMERCIAL BAMKS' AGRICULTURAL CREMT 134
AS A PARABOLIC FUNCTION OF > “a

*p

Iv,.2 RELATTIOM X2 & X4 {8ETTING Xa . XS and 164

X6 AT THEI! MBEAN VALUES IN STRATIFIED
SAMPLIS OF GROUPS 1,2 & 3 DISTRICTS AND
THE ALI=DISTRICTS SAMPLE

V.1 THE RELATION DETWEEN CENTRAL CO-OPERATIVE 170
BANKS!' CQUTSTANDING CR™DIT PER HECTARE OF
NET SOWN AREA txa) AYD WEIGHTED INDEX OF
COICENTRATICH COF CULTIVATED AREA IN
LARGE HOLDINGS (X,) /JTALL OTHER VARIABLES
HELD CONSTANLY




()

M
NOTATIORS
The following standard not-tions have been rendered
in print and 4ink, in this study, as shown below s
A -E ’ . ) )
Surmation /JTas in ZX, ¥, + 1.7
s X
. 8 delta [ as 4n 7
. 8 Xg
7 greater than [as in 2,7~ 07
>
less than J as in a < 0.7
J Square root
4 '5- divided }‘Jy [aﬁ in c°1. ) § ':' co]-. 3 J
v

Y: «2 Y.,
X multiplied [ as in wj

100 X 100

* Hot ecual to [ﬂctecgmlto[aainaaqﬁej
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