SHORT TERM FINANCE FOR AGRICULTURAL
DEVELOPMENT - A STUDY OF SELECTED FARMERS’

SERVICE SOCIETIES OF BELLARY DISTRICT
IN KARNATAKA

A THESIS SUBMITTED TO THE
GULBARGA UNIVERSITY, GULBARGA
FOR THE DEGREE OF
DOCTOR OF PHILOSOPHY
IN
ECONOMICS

R. G. DESAI

Under the guidance
of
Dr. H. BASANNA
M. A, Ph. D.
Principal
Veerashaiva College
BELLARY

19846



This is to certify that the thesis entitled
"SHORTSTERK FINANCE FOR AGWICULTURAL DEVELOFMEKT -
A STUDY OF SELECTED FANMIRS' S:RVICE SOCIETIES OF
BELLARY DISTRICT IN KARNATAKA", submift&d by
¥re. H,G.Tesai, for the award of the Degree of
Toctor of Philosophy in Feonomice ie based on the
independent research and findings of the field
investigation carried out by him under my supervision.
It represents hie original work and it has not been
the basies for any thesis previously submitted for the
award of Degrece or Diploma.

// / L’\;au»y“\‘

(nr.. H., BASANNA)

_ Professor~cun=~rrincipal
November /, , 1984 &
Research Guide in Economics
Veerasaiva College,Bellary

b ELLARKY

B



CHAPTER

i1

CONTENTS

Acknowledgements ....ccccerrcrscncscss
List of Tables ..cvcrcvocsceccasnscnns
IList of Graphs and MBD .ceeocvorcncnee
List of Abbreviationg ...c.ccesccvvecene

TIYLE
IN@&OB&CTIOE * e . e e . s s e . e o w e

1.1 The Froblem - Demand and

Supply Side ' 1
1.2 The YNew Approach 5
1.3 “ignificance of the Study 8
1.4 The Study Decign 10
1.5 *‘cope, Objective,

Hypotheses and Research

Methodology 12
1.6 GSeleection of Sampies 16
1.7 Data inalyeils 17
1.8 Limitatione of the Data 17
1.9 Definitions of the

Conecepts 18

AGRICULTURKE A}XD ECOLONIC DEVELOPMLLT .,

2.1 Theoretical inalysis 22
2.2 Agricultural Development
in Indian Context 32

2.3 Future of Indian )griculture 39

Lage
(1)
(1i1)
(vii)
(viii)

22



CHAFTFR

111

Iv

FIBANCE AS 'CATALIST' FOR AGRICULIURAL

BEVMPMHT * .. * e . L3N ] LN 2 LR N
2.1 Theoretical Discussion 41

3.2 <igmnificance of .gricultural
finance in Indian Context 44

3.3 ‘ignificance of ‘hort-ternm
Finance Over a long-Term
Agricultural Finance 52

REVIEW OF INSTITUTIONAL CREDIT FOR
AGlﬁlCUL‘xuﬂE }.E II‘{BIA a% o8 65 e¢ ses

4.1 Leview of Cooperative Credit
in India 65

4.2 The Progress of ‘rimary
Cooperative Crejit Insgti-
tutions 74

4.3 ‘Pwaluation of the Coopera-
tive Credit institutions

in India 76
4.4 Heview of Coumercial Banks
in India 80

4.5 The ‘rogress of Commercial
Banks with reference to
Agriculture in India 9t

4.6 Fvaluation of Commercial
banks with reference to
igricultural FPinance in

India 93
4.7 Gteview of the Regional Hural
Banks in India (uiilbe) 95

4.8 Fvaluation of the LRBs with
reference to .gricultural
Pinance in India 10%

4.9 ‘*yaluation of Credit Co-
operatives, Commercial Banks
and RiBs with reference to
Agricultural Finance, and a
Case to Farmerg Service
‘ocieties in India 104

41

59



PART i1

CHAPTER TITLE
v GENTSIS YORKING AND HEVIEW OF PSS
AT ’IﬁE NATIOKAL jlj.‘;v }il e .8 ae L2 J LN 4
5.1 Unigue Features of FIE 115
5.2 Organisation and func-
tione of Fus 117
5.3 PF35 and State Govermment 120
5.4 FS5S and I¢onoumic
Viebility 121
S«5 LC5 and Sixth Flan =
(1982-85 ) 124
5.6 Overall rrogress of the
PSS at the National Level 125
%7 Fvaluation of the Perfor-
mance of the S5 130
VI FSS OF THr Brhidui DLOTRICYT IN
ﬂmTA“ LR ) * 0 .0 e LN * e *® » e
6.1 Agro-Economic Frofile of
the bellary District 134
6.2 Institutional Finance for
Agricultural Developucent
in the Dletriect 145
. 9¢3 Flace of PSS and Their
Progress in the District 152
6.4 Commercial Banks and Agri-
cultural Credit in the
District 159
YII EVYALUATION STUDY OF SRLECTED FSS
IN THF DESTRICT se s+ ss sa s 8 e
7.1 Tattern of Crganisation
of 7SS 167
7.2 Fattern of Service System 190

7.3 Ferformance of "ample FS3S
with some Indicators

214

114

134

167



CHAPTER TITLE Page
ViIll IMPACT STUDY GF QUD SELECTID P53
I&‘é -Lfii Ji sJTi'LICT e e e ® . . » e L3 X ] 251
SECTION « 1
.1 GCeneral 231
8,2 Tindinge and kesult 233
SECLION - 11
8.% inalyeis of the Lorrowing
and Repayurnt 254
8.4 snalysis of the Credit Gap 256
8.5 Analysis of the Input,
output tatic and Other
Variables 262
S:CTION « 111
8,6 Fember's Perception of the
Sunctioning of ¥So 266
chnt Iil
IX SUMMARY AYD GUICLUSIONS AND KEWMEDIAL
F‘}“;SUF?E LI ] * 9 LN - e LN ] L 2 2 LN LN e 284

eGP ION -~ I

2,1 gricultural Nevelopment in
ndia anl the Distortions 284

9,2 Slgnificance and the Role of
.gricultural ¥inaneial
Inctitutions 287

9,3 rsyiew and fcsesement of
igricultural Finmancial
Institutions in India 291



CHAITFR

Yo

9.7

9.8

mep e
B e
R

The Ease for the F&S in
indla

‘gra-"cononic Profile
of the Lellary District

Fyaluation “tudy of the
‘ample FUS

Imnaet “tudy of the ‘ample

FLU - vain findings

52CTI0K 1:

aemedial [casures

APPLWDICES

297
301
306

326

335

Sehwule- .type 'é' "9 e s pusevsEBade
i;ch”ule- fi"ype ‘im" ® o e B e S & G s EeDR
01’29{3&13(‘ had '«ypg "‘:-zl t e e s s OOl ERBERS

Elbmwﬁ&i}m 8 %0 98 22t R0 eR s LA ESON

346
355
365

368



ACKNOVWLEDG EMENTS

It is my pleasant duty to acknowledge my gratitude and
reverance to many persons and institutions who have been
inetrumental and helpful in my task of completing the
thesis. TFirst of 2ll I an very much grateful to

Dr. H. Basanna who recognised my potentialities and
stirred my interest in the research work., His valuabdle
guidance and encouragement at every step of my work
enabled me to complete this research work in time.

¥y thanks are due to the authorities of the Indian

Council of “ocial cience Zesearch, New Delhi for the
financial assistance provided in the form of contingency
grant for my field work and additional grant for meeting
the computer charges. i am also grateful to Irof.D.F.Apte,
Registrar and Mr, D,3B,Sirdesai, Head, Computer Seetion,
Gokhale Institute of Polities and Fconomies, Fune for
their help in processing the primary data through couputer.

I have been benefitted much from the discussion with
Prof. H.G.Hanumpppa, Institute of Social and *“conomie
Chenge, Bangalore, Dr. M.C. Kodli, Header, Department of
Studies in Feonomics, Karnatak University, Dharwed,

Prof. Vaggannavar, the Faculty, Government Co-operative
iraining College, Bangalore and ‘ri.G.G, Vagthrad,
Lecturer in "tatisties, Post-Graduate Centre, Handihalli-
‘andur. I thank them respectfully,

(1)



I express my grateful thanks to former Frineipal of
our College “hri. K., Shroff vho spared his valuable
time in going through the manuseript of this work,

¥y thanks are slso due to : hri. N.S., Naik, Chairman,
rungabhadra Graseena Bank, Bellary anrd the various
Kanaging Directors of Farmers' Service Societies in
tellary Distriet for their free and frank discussion
of the problems and prospects of their societlies,

Personally, I thank honourable "hri. . .Y. Ghorpade
Fehs(Cantab), Former Finance inister of Karmataka, for
giving permiceion to utilise his personal library at
randqur for ny research work. 1 aim indebted to our
Principal Shri. E.¥.Hegde for aduinistering the ICSSR
grant through his office.

Finally, . thank all my colleagues in the College for
their constant encouragement amd help in my endeavour.

SES irte, Science & Coumerce
College,
SANDUR

{ ReGo DESAL )

M Dot N, Nl B

November 4 , 1984

(i1)



Table
Nunber

10

11

12

List of Tables

Title

PSS in Karnmataka as on June 1980
Estimates of Agricultural Credit
Disbursal in 1989-90 (Frojected)
Frogress of PSE in India

Area Irrigated by Source dquring
1982-83

General Particulars of All Credit
Co~operative Societies in Bellary
nistrict as on June 30, 1982

Highlights of TGS in Eellary and
Raichur Districts

Introducing the Sample FSS in Bellary
Distriet as on June 1983

“taffing Pattern of Sample ¥SS in
Bellary District

Growth of Share Capital from the
“embers - 1976=77 to 1982-83

State Government ‘hare Capital in
the rfample ¥3S

Number of sarrower & the Total T
loan .mount borrowed over a period
(1976=-83)

Share of <F + MF in the number of
sorrower and the T Amount borrowed
(1976-83 )

(144)

' 4
L]

64
127

139

154

162

168

176

180

187

198

199



Table

13

14

15

16

17

18

19

20

21

22

Title

Custom and Comsumers Cervice of
the S8 under Study 1976-83

Surply of Fertilisers, Seeds &
Flant Protection Chemicala between
1977 and 1983

Performance Indicator of the ~ample
¥SS in Bellary District

Heeovery Position of the ¥55 between
1976 amd 1983

Iand under Irrigation in FSS
Jurisdiction

Performance .ppraisal of ¥5S
(1976~-83)

Net Profit/Lose Fargin of the ¥SS
unler Study Over a Period - 19Y76-83

average Land Holdinge According to
Sige Groups

Cropping Pattern and Cropping
Intensity smong Borrower & Non-
Borrowers under Different Size
Groups in 5tudy irea

Per .ere Cropwise Loet oif Cultivation

according to Size Groupe srong all
the “smple Housecholds in Study .rea -
General

(iv)

206

211

216

221

222

225

228

232

234

238



Table
Runber

22(a)

22(n)

23

24

25

24(a)

25(&2

24(n)

Title

Per Aere Cropwise Tost of Culti-
vation according to iize Groups
Among the ‘ample Housecholds Irrie
gated Area

Ffer rere Cropwise vost of Culti-
vation according to Size Groups
among the Sample Houscholds in
Dry Area

Grose Income Classification Auong
BF & NBF according to Sige Groups

Classification of Quantity Produced,
“0ld, and Sale Procceds of fample
BP under Different Size Groups =
General

(lagnification of vuantity froduced,
Seld and “@le Proceeds of “awyle
N:5? under Different Sige Groups =
General

Clagezification of wantity lroduced,
Sold and Sale Proceeds of Jample LF
Paralies under Different “ige Groups
in Iry /rea

Classgification of wuantity Produced,
50ld and Sale froceeds of lanple
NBF Families under Different Sige
Groups in Dry Area

Classification of wwantity rrodueed,
-0ld and ‘ale Froceeds of Fample

“F Tamilies under Different Sige
Groups in Irrigated irea

(v)

4

240

242

244

246

247

249

250

251



Table
Humiber

25(b)

26

27

28

28(a)

29

31

fitle

Classification of (mantity Produced,
Sold and Sale Proceeds of Fanmple
MAF Farilies under Different cSigze
Groups in Irrigated Area

Clascification of Loans Borrowed,
Repaid and Outstamling by Size
Holding Group

Fer Farmer and Fer Gross Cropped
Acre Credit Gap Undexr Different
Sige Groups Eor Borrowers

Cropwise Credit Gap in the Borrowe-
ing Households under Different Sige
Groups in Dry Area

Cropwise Credit Gap in the torrow-
ing Households under Different . ige
Groups in Irrigated Area

Average Input Cost, Value of Output,

Pamily Income (Non-Farm), Farm Income
per Acre and Per Family on Borrowers

and N£ZF aes a v“hole

Clascification of the Opinion as

Hegponded by BF aecording to Sige
Groups regarding the Functioning

of 7S5 in Bellary District

Nistamce of larketing the igricule
tural rFroduce of the Sample House-
holde in Bellary District

(vi)

rage

252

255

258

260

261

263

267

271



33

34

Number
1.

2.

- B

Title

Classification of the rroblems
Confronted by the EBF according to
Size Groups in Bellary Distriet

Clascification of the Number of
Nefaulters and the Reasons for
their Default, according to Size
Group Among the EF

Clascsification of the Heasons for
not Dorrowing by MNLF

Title

Ioane to Small/Marginal and Other Far-
mers 1977-718

ixisting Inetitutional ‘et up for
fural Finance in Indie

Direct institutional Finanee to
Agriculture in india

FSS Fap of the Lellary District

(vii)

Page

274

278

280

48

60

63

133 (a)



AB S EVIATIORS

ASS - igricultural Jervice Co-operative Scciety/‘ocieties
FE8 - Tarmers' Service .ociety/Societies

P - Small Farmers

¥F - larginal Faruere

AL ~ jgricultural Labourers

Pale - irirary Agricultural credit Cooperative Societies
ar - Sort-iem

¥R - Nedius Term

LT - Long ilerm

ADBe - sgricultural Development ianks

GVKa « Grama Vikass Kendras

RSC -~ HRural Cervice Clentre

neCEH - Distriet Central Cooperative bank/banke

scw - “tate Co=Up - :lex Bank/Eanks

TaB - Tungabhadra Grameena Bank

oy - lorrower IariLers

NOF - Noneborrower Farmers

NCA - National Commiscion on sgriculture

CHAFICARD - Committee to Heview the irrangements for
Institutional Credit for ..griculture and
HEural Developuernt

CLS - Crop loan System

LAMES - large “ized Adivaeie Multi-Furpose Credit Cooperatives
LBs - Lead Bank chene

HRB - Regional tural dank/isanks

MD - ldanaging Director

NiBARD - MNational Bank for Agricultural & nural Development
mef. - Fediumn Farmers

Nefs - Lig farmers

e ~ o Tme Certificate

ABI - Reserve Bank of india

ILDY - Integrated sural Development Programme.

(vidii)



