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REPORT OF TRE STUDY GROUP 
APPROACH IN IMPLEMENTING SCHEMES lQR' 
EXTENDING COMMERCIAL BANK CREDIT TO' 
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VIABLE PROJECTS IN THE RURAL ELECTRI~ 
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IntroductoEl. 

The National Credit Council considered at its second 

meeting held on July 24, 1968, a report of its Standing 

Committee on the credit needs of the various sectors in 

1968-69 and other related matters. One of the issues to 

which the Vice-Chairman drew the attention of the Council, 

while presenting the report, was the need for adoption by 

commercial banks of an area/project approach in implement

ing schemes for extending credit to agriculture (including 

commercially-viable projects of rural electrification and 

minor irrigation). Such an approach would not only be of 

considerable help to agriculture, but ~ would also result 

in efficient use of commercial bank resources for agricul-

ture. 

2. Since commercial banks do not have adequate trained 

staff and experience to step up lending to agriculture on 

the scale required to meet the needs of this priority 

sector rapidly, specific guidelines have to be evolved to 

facilitate assistance by them, not only for current agri-
ft..L 

cultural operations but also for/agricultural infra-structure, 
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such as irrigation and power, without which it Vlould be 

difficult to take advantage of technological advances in 

agricultural practices to any significant extent. The goal 

of the area/project approach is in fact the synchronised 

supply of credit for all these components of an integrated 

development plan for an area which can be financed by a 

banking institution. 

3. The Council, therefore, decided to set up a small 

group to undertake a study of the various implications of 

the area/project approach. The group consisted of : 

(1) Shri P.N. Damry, 
Chairman, 
Agricultural Refinance 

Corporation, 
Bombay .. 

(2) Shri Udayabhansinhji, 
Yuvaraj of Porbandar, 
Chairman, 
The All-India Central Land 

Development Banks 
Co-operative Union Ltd., 

Hyderabad-27. 

(3) Shri D.A. Gadkary, 
'Hirkani' , 
70/B.2, Erandavana, 
Prabhat Road, 
Foona-4c 

(4) Shri J.G" Varshneya, 
Chief Officer, 
Small-Scale Industries and 

Rural Credit Section, 
St3te Bank of India, 
Bomba) ..... 

Chairman 

Member 

Eember 
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. (5) Shri M.Y. Ghorpade, Member 
S.ANDUR. 
Bellary District, 
(My sore State) 

(6) Shri B. Rudramoorthy, Member 
Managing Director, 
Agricultural Finance Corporction Ltd.,. 
Bombay. 

(7) Shri L.N. Bpngirwar, 
Commissioner for Agricultural 

Production and Secretary, 
Government of Maharashtra, 
Sachivalaya, 
Bombay-32. 

Member 

(8) Shri Maganbhai R. Patel, Member 
Chairman, 
Gujarat State Co-operative Bank Ltd., 
Ahmedabad. 

(9) Shri B. Majumdar, Member 
Chairman, 
West Bengal State Co-operative Bank Ltd., 
Calcutta-1. 

(10) Shri V.G: Pendharkar, 
Principal Adviser to the 
Reserve Bank of India, 
Bombay. 

The Study Group had six meetings 

October 24, 1968 
November 16, 1968 
December 10, 1968 
January 13, 1969 
January 30, 1969 and 
February 19, 1969 

Convener. 

as under: 

At its meeting on the 19th February 1969, the Group met 

the representatives of the Panel set up by the Indian Banks' 

Association on the same subject. The Group discussed the 

various points arising out of the Panel's report. 
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The Group would like to record its deep appre-· 

ciation of the valuable assistance given in the form 

of information supplied, drafting of the report 9S well 

as participation in the deliberations of the Group by 

Sarv8shri V.M. Jakhade, A. Raman and T.V. R~machandran 

of the Economic Department and Shri C.G. Ramasubbu of 

the Agricultural Credit Department of the Reserve Bank 

of India, and other staff in these two Departments . 

. . -----J.f 
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5. The report is divided into seven sections, as 

under: 

Section I - Description of Area/Project appro3ch and 
types of programmes to be financed by 
commercial banks. 

" II - Identification of Fotential Area/Project. 

" III - Machinery for Identifying areas/projects 
with growth potential. 

" IV - Co-ordination between commercial and co-
operative banks. 

II V - Role of the Agricultural Refinance Corporation. 

" VI - Provisions of State enactments having a 
bearing on lending to agriculture. 

" VII - Summary and General Observations . 

................ 5 
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SECTION I: DESCRIPTION OF AREA/ 
PROJECT DEVELOPMENT PROGRAMME 
AND TYPES OF PROGRAMMES TO BE 
FINANCED BY COMMERCIAL BANKS 

6. In general terms, area development means a plan for 

the total resource development of a region. In the fullest 

sense of this term, it means 
Concept 

integrated/co-ordinated deve-

lopment of land, water, forest and mineral resources of the 

region. The area to be covered by such a scheme of develop-

ment can encompass the entire country, or a region within a 

country, say a State or even parts of a State" 

7. The classic example of an area approach to development 

in this sense is the Tennessee Valley Authority (TVA) which 

was responsible for the total economic development of the 

area defined by the relevant statute. 

8. A project approach, on the other hand, indicates a 

narrower goal in the sense that a particular project may con

stitute one segment of a wider scheme of area/regional deve-

lopment. The area approach that would be suitable from the 

point of view of commercial banks in India is wider than the 

project approach but somewhat limited in scope as compared to 

the comprehensive definition given above. In partic"Lllar, 

banks are not expected to finance directly the capital costs 

of medium and major projects fer the development of flow 
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irrigation schemes, construction of canals, headworks, reser-

voirs, trunk roads, etc. which are generally gover:r.14lCntal 

responsibilities. 

9. In determining the scope for adopting the area approaeh, 

two considerations have to be borne in mind. Firstly, the 

Considerations 
Determining the 
Scope of Area 
~oach 

resources of commercial banks 

are limited. Banks have as yet 

to spread their branches in 

rural areas in adequate measure. The activities they are 

expected to finance are large ly unfamiliar to thel.!}. Also, 

they suffer from the general paucity of qualified and trained 

personnel to run the new offices; it would take some time 

for the existing staff to acquire sufficient tech~ic81 com-

petence to be able to handle the new field of financing 

agriculture. Secondly, following from the limitation of 

resources is the naed to ensure that available resources are 

so utilised as to lead to an immediate and significant 

increase in agricultural production. Towards this end, it 

would be desirable to co-ordinate the activities of commer
with those of co-operative baLks, 

cial banks,L.Agricultura~ ??fi.n?~COrporation, etc. in ar,eas 

where there is potential for development and the need for 

credit exists. 

10. The area approach for commerc~al banks which could be 

Essontials of 
the Approach 

described also as a package 

approach for extending credit 

to agriculture, in the opinion of the Group, means formulation 
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of a programme of bankable propositions in respect of a 

definable area, which leaQs to integra ted and harmonious deve-· 

lopment coveriLg the various facets of the agricultural economy 

of that area. The compact are8 for intensive development could 

consist of a district or two or a few taluks or even a cluster 

of villages and hamlets. The basic ingredient of the approach 

is that banks finance to the fu lIe st extent possible the capi-

tal investment and supporting seasonal requirements of groups 

of farmers owning or cultivating contiguous plots of land even 

if residing in adjoining villages, and not just 9 few isolated 

individuals or for sporadic items of investment. In other 

words, intensive credit assistance is to be given in these 

areas by integrated lending for their all-round development. 

This would enable banks to utilise their limited resources in 
/ 

an efficient manner and also facilitate supervision, An added 

advantage is that they would be able to count upon the guidance 

and assistance of the State Governments in selecting areas and 

identifying propositions to be financed. The precise techniques 

such as individual or group loans to be used for this purpose 

can be best evolved by banks themselves and, are not, there-

fore, discussed in this Report. 

11. In the present context generally areas that possess 

basic physical requirements and resources but need financial 

Broad Criteria 
for 

IdentIffcation 

resources for either develop-

ment or further ~rowth are 

ideal for selection for an 

area approach. In determining the boundaries of an orea, the 
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factors to be taken into account are homogeneity of the area 

with regard to basic resources and climatic conditions. Even 

more important, there should be a proper machinery for a 

scientific assessment of the economic potential of the area 

for the implementation of the programme. The various indi

cators that are useful in identifying areas/projects having 

potential for agricultural development and suitable for commer-

cial bank financing are described in detail in Section II. 

KXXXLX Broadly, areas with assured irrigation facilities, 
b ~." t ~, + ~ ~ 

areas that have :eenefltbed or are likely to benefit from river 

valley projects as also areas where specific schemes of deve

lopment as the ones under the auspices of the Agricultural 

Refinance Corporation, have been either undertaken or completed, 

appear suitable for commercial bank financing of agriculture. 

For, such areas possess the basic requisites for further deve-

lopment and banks' efforts can contribute to the building up 

of,an integrated structure of facilities for agricultural 

development there. This may be illustrated by reference to 

some of the existing programmes of development. 

12. Firstly, there are the districts covered by the Inten

sive Agriculture District Programmes (IADP) and the Intensive 

Examples -' 
Existence of 

Basic Reguirements: 
IADP &,IAAP areas 

Agriculture Areas Pro-

grammes (IAAP). The 

object of the IADP is to 

induce the cultivator to adopt a package of improved 
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agricultural practices in order to bring about a significant 

increase in yield per acre. The programme is implemented in 

districts which have the requisite potential, organisation 

and other facilities for increasing agricultural production. 

Under the I.A.A.P., the object is more or less the same but 

the intensity of efforts is less and the programme is gene

rally directed to the cultivation of the predominant crop in 

the region. The concentration of State efforts in areas 

covered by these, schemes has ensured availability of inputs, 

technical aid and administrative arrangements to a much 

greater extent than in the remaining areas. However, even 

within areas covered by these schemes, there may be some 

blocks which possess greater potential than others because 

of favourable natural and other conditions. In such matters, 

the existence as in the West Godavari district of a co-ordi-

nating authority such as the District Collector, who also 

acts as a Project Officer and co-ordinates the different 

activities connected with agricultural production, can be of 

considerable help in locating the areas and specific projects. 

13. Secondly, as a result of homogeneity with regard to 

basic resources Bnd climatic conditions, there are a number 

Homogeneity of 
Resources and 

Climatic 
Conditions 

• 

of districts that spe-

cia lise in particular 

crops, such as cotton 

in Broach, tobacoo in Guntur, cashewnuts in Ratnagiri, 
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coconut~ in all the districts of Kerala. Similarly, as 

regards food crops, 42 districts in the country account for 

half the production of paddy in the country and 41 districts 

account for half the production of wheat in the country. 

Adoption of these areas for development of agriculture will 

lead to quick increases in production. 

14. In many irrigGtion schemes in the country, the under-

lying principle of water ~anagement is widespread di~tribu-

Assured Water Suppll -
Area under Protective 

Irrigation 

tion of the available 

supply of water so as 

to protect 8 large 

area from the caprice of the monsoon. This involves no 

radical change in the crop pattern but an eking out of scanty 

or unseasonable rainfall by one or two waterings from the 

irrigation system to secure the normal level of production. 

Due account has to be taken of the fact that, in years of 

drought, protective irrigation works confer little or no 

benefit where the catchment and the command areas fall within 

the same isohyetal tract or, as in the case of minor irriga-

tion tanks, within the same locality. 

15. Even in such areas, that is, where the change-over is 

from dry to dry-cum-wet cultivation and not to intensive 

irrigation, the use of high-yielding varieties of seeds in 

place of the local variety becomes possible. This, together 

with application of fertilisers and pesticides, should enable 
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the cultivator to obtain much higher yields than would 

otherwise be possible. Thus the consequent increase in 

income makes the adoption of the area approach feasible even 

in areas where irrigation is purely supplemental. Typical 

of the projects based on the principles of water management 

referred to above is the Tungabadhra Right Bank High and 

Low Level Canals Project in Bellary District. Here, the 

scheme of irrigation is not "intensive": instead, having 

due regard to the frequency of drought over a widespread 

area, the canal system allows for "light irrigation" over 

as wide a zone as possible. The traditional cropping pattern 

hitherto followed in this area consists of jowar, bejra, 

cotton and groundnut, depending, in the main, on rains and 

generally with poor yields. The light irrigation cropping 

pattern that the Project will make possible will not be sub

stantially different (save in limited areas where more inten

sive irrigation will permit of the growing of chillies, cane 

and onions). But the difference with the advent of irriga

tion is that the dependence on rainfall and consGquent fluc

tuation in production is reduced. Further, with assured 

water supply, the production can also increase by use of 

inputs such as fertilisers, better seeds, etc. To be able 

to exploit these possibilities, cultivators require finance 

for capital improvement of land by levelling and grading as 

well as for the increased cost of seasonal operations asso

ciated with farming. 
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17. Where cana ls are not lined wi th cement or simi lDr 

material, a good deal of water seeps from the canals into 

- Use of Seepage 
""""Water 

the surrounding sub-

soil. This increases 

the available supply of water resources in the command 

area of the irrigation system. In several such command 

areas, cultivators have taken advantage of the seepage from 

can81s by sinking wells. In fact, construction of wells 

in the command area of such irrigation system is quite 

often the best way of ensuring optimum utilisation of the 

total water resources of such areas. This can be best 

illustrated by the economic development brought about in 

the w3ke of the construction of the Nira C8nals in 

Maharashtra. These works were conceived as a protective 

irrigation scheme. The area served by the canals has, in 

the course of the past five or six decades, developed into 

an irrigated farming tract with a large number of wells. 

It has taken to cultivation of sugarcane to the extent 

permitted by available water and this has led to the 

establishment of sugar factories as well. The area served 

by the Nira Canal System typifies the transformation that 

can be brought about. 
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18. In the case of areas under major irrigation projects, 

uncertainties of rainfall have been overcome to a large 

- Area under 
Marjor Projects 

D...-

extent and the credit 

requirements of cultivators 

can be worked out withlreasonable degree of accuracy as there 

already exist fairly definite ideas about the crop pattern. 

These areas are clearly attractive for commercial bank finan-

cing of agriculture. However, it is necessary in such cases, 

to assess the credit needs at each stage. Thus, in the 

Nagarjunasagar Project area, the cultivators' foremost credit 

requirement was long-term credit for preparation of lands to 

make them fit for receiving irrigation. This requirement was 

met by the co-operative land mortgage banks which secured the 

funds from the Agricultural Refinance Corporation. However, 

the increased short-term and medium-term credit requirements 

of cul ti vators in the area, arising from the switch-over from 

dry farming to wet farming, for purposes of modern inputs like 

improved seeds, fertilisers, pesticides and additional draught 

power, implements and machinery were not fully met as the 

local co-operative credit structure~ responsible for the 

provision of short-term and medium-term credit, was weak. 
h~ o..pp~A.T'~ 

Thus, a credit gapliG felt in this area which, when filled, 

will accelerate the tempo of development. 

19. It is likely that in major irrigation schemes, commer-

cial banks find it worthwhile to finance the comparatively 
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better-off classes of cultivators who would derive major 

benefits from them. However, there are schemes where such 

benefit$ accrue to small 
- Well Irrigation 

cultivators os well and 

who, therefore, cen also be financed by commercial banks as 

they are good credit risks. 11 study conducted in Mehsana 
trr'\ 

district of Gujarat provides an interesting illustr2tion ~ 
'Q..~o.~'" 

this~ This district has [! comparatively large propertion 

of small cultivators. It also suffers fr,)ID drought of 

greater or lesser intensity once every four years, However, 

both big and small farmers in the district have wjthstood 

these natural calamities by tapping, by maans of deep wells, 

the abundant resources of sub-soil water. E2Ch village has, 

on an average, fifty wells. The available draft from each 

well frequently exceeds the well-owner's needs and he sells 

the surplus to his neighbour 0 But the economics of \rJell-

irrigation in this area, with its high recharge capacity, 

could be greatly enhanced by energising the water lift. A 

programme of electrification could be undertaken by indivi-

dual farmers in the area with the help of bank credit. The 

potential for further well construction could be exploited 

in the same way. Another possibility of increasing the 

income of the area is through encouraging mixed farming; 

the local farmers, particularly small ones, already Gerive a 

sizeable income from milk production rendered highly economic 
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by the development of the dairy industry in the co-

operative sector. 

20. The foregoing examples show that an areD approach 

is not confined merely to the fulfilment of one programme, 

Wider Implications 
of Area Approach 

but leads to 

several connected 

or consequential projects as a result of the momentum 

given to the economy of the area. The changing pattern 

of demand for credit and services in such a situation 

provides further scope for banks to take up other activi-

ties in these areas. To begin with, in the selected areas, 

banks can take up financing one or more projects that may 

hove a catalytic effect. For example, areas with large 

number of wells, require diesel or electrical pumpsets. 

Where ample underground water is fouud tube-wells need 

to be installed. Bank finance may be given for such pur-

poses. Again, where new canals are coming up, bank 

finance is needed for land improvement and to meet the 

larger working capital requirements. The energisation 

of wells, introduction of canals, etc. backed by adequate 

xx xxxxxx xxxxx xxxxxxxxx xxxxxxxx provision of inputs, 

would result in increased agricultural production ard, 

in due course, create a demand for setting up of storage 

facilities and processing units. Financing of proc23sing 

units may help provide opportunities of industrial 



-16-

employment 8S well as lead to reduction in marketing costs 

and increase profitability of agriculture. This vlOuld 

also lead to diversification of agriculture and taking 

up allied activities such as dairy farming, piggeries and 

poul try farming. 

. ............... 17 
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SECTION II: IDENTIFICATION OF 

POTENTIAL AREA / PROJECT 

21. In this Section, it is proposed to discuss the prepa-

ratory work that needs to be undertaken in the implementation 

Location and 
Identification 

of Areas 

of the area approach. 

The first essential step 

is 'location and identi-

fication of areas' suitable for immediate action. It is known 

that in India, geo-physical, climatic and rainfall conditions, 

crop patterns and techniques of cultivation and infra-struc

ture show significant variations from State to State, district 

to district or even within a district. Thus, it is necessary 

to undertake preliminary examination to ascertain the poten-

tiel for agricultural growth and banking development. For 

this purpose, it is advisable for the banks to make systema

tic arrangements to collect and study information on the 

following points, preferably on a district basis: 

(8) types and fertility of soils, 

(b) normal rainfall and the degree of its assuredness, 

(c) the extent of irrig8tion facilities in relation to 
gross cultivated area, 

(d) the intensity of cultivation, 

(e) pattern of crop distribution and extent of commercia
lisation of agriculture, 

(f) foodgrains output and marketable surplus, 

(g) food production programmes and their progress, espe
cially the growth in demand for and arrangements for 
distribution of farm inputs, farm machinery and 
implements, etc. 
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Besides, the land ownership pattern and the size distribu-

tion of cultivated holdings and also pattern of agricultural 

marketing organisation and marketing practices need to be 

taken into account. Further, from the point of view of 

deposit mobilisation, some broad ideas regarding the magni-

tude of savings, the forms in which these savings are 

invested, the existing organised and unorganised sources of 

credit have also to be looked into. This would enable the 

banks to examine the agricultural development programmes and 

to assess the banking potential, centres where branchos may 

be opened, the types of banking services required, etc. 

Although the list appears rather long, statistical and 

other information is available on some of these points with 

the concerned district and taluka Duthorities. 

22. From the point of view of selecting areas for such 

examination, the following information will be useful to 

Classification 
of 

Districts 

commercial banks. 

First, th(~ kinistry 

of Food & bgriculture 

of the Government of India have made e classification of 

districts in India, on the basis of annual rainfall received, 

into low, medium and high rainfall districts. Second, a 

study by Dr.S.R.Sen* broadly divides 011 the districts in 

* Presidential Address of Dr.S.R.Sen, Twentieth 
Annual Conference of the Indian Society 
of Agricultural Statistics. 
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the country into four categories, viz. (a) districts with 

assured water supply both in volume and· spread and which are 

not unduly dependent on the vagaries of monsoon, (b) dis

tricts where the supply of water is largely dependent on 

monsoon and is subject to wide fluctuations in terms both of 

volume and spread, but where droughts are relatively less 

frequent, (c) districts similar to (b) above, but where 

droughts are relatively more frequent, and (d) districts 

where there is no dependable irrigation and where rainfall 

is scanty and precarious. Third, district-wise data on rain-

fall, land utilisation and crop pattern are available with 

district statistical/revenue authorities. Another useful 

pointer would be the selection of particular areas for the 

High Yielding Varieties Frogrammes*. It is proposed to extend 

this Programme to about 60 million acres by 1973-74. The 

list of districts chosen for this programme is also available. 

23. In the immediate future, however, commerciDl banks 

are unlikely to have technical personnel suitable for con-

ducting such studies. Till such a machinery is built up by 

them, they may fruitfully examine some of the areas where 

specific schemes of development have been undertaken and 

such other projects for which details are readily available 

with the State Governments. 

* High Yielding Varieties Programme is the new strategy in 
agriculture to raise agricultural production. These h~gh
yielding seeds are highly responsive to fertilisers and 
are, at the same time, more resistant to insects? pests 
and diseases. 
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24. The Group took note of the fact that the implementation 

of schemes for which refinance has been furnished by the ~gri-

cultural Refinance Corporation, 

has created in a number of cases, 

a large potential for medium and short-term credit opGrations 

by banks. The Corporation has sanctioned 179 schemes till mid

November 1968 and which, at present, are at different stages 

of implementation. A project typical of those suitable for 

financing by banks is the irrigation project on river Ghod in 

Maharashtra expect8d to irrigate 62,400 acres of land spread 

over Srigonda and Karjat taluks of Ahmednagar district and 

Sirur taluk of Poona district. The cost of recl.amation to 

prepare the soil for receiving irrigation is being prGvided at 

the rate of ~.210 per acre by the land mortgage banks with 

refinance from the Agricultural Refinance Corporation. The 

advent of irrigation is apt to increase the demand for draught 

power and also for current farm expenses. b rouch estimate 

of the requirements for the latter purpose is put at ~.98 lakhs. 

In the Chamba 1 Proj ect area iNhere CJ Iso the cost of 18nd deve

lopment is financed by the bgricultural Refinance Corporation, 

over 14 lakh acres spread over the districts of Morena and 

Bhind of Madhya Pradesh and Kota and Bundi of Raj8sthan are 

expected to benefit from irrigation. Short-term credit 

required in the project area, will be of the order of ~.16 

crores. Farm income in these areas is expected to rise by two 

to three-fold if supported by adequate short-term and medium

term credit, and thus providing prino fscic ample PGtentia~ 
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for repayment. It will be useful to assess the type of 

supplementary credit required in areas where Agricultural 

Refinance Corporation has sanctioned financial assistance to 

similar other schemes of agricultural development. 

25. It was earlier pointed out that the area approach is 

not merely the fulfilment cf one project but of several rela

ted projects. The Kosi 
The Kosi Project 

Project provides an ideal 

example of this*. The Kosi project consists of the East and 

the Wast canal systems. The eastern canal system which has 

been completed has a command area of about 14 lakh acres, 

spread over Sahorsa and Purnea districts of Bihar. ~ater for 

irrigation was released for the Kharif season of 1966 and as 

a consequence, a three-crop system is developing rapidly. 

Shortage of Y"'8ter outside the command area that may be experien-

ced for a three-crop system is being overcome with a tube-well 

project financed by tho Agricultural Refinance Corporation. 

The assurance of water supply is expected to 12ad to efficient 

use of land and it is not unreasonable to expect that land in 

the command area will be used intensively, say about 250 per 

cent. To sustain such an intensive exploitation of lend 

resource, with improved seeds including high-yieldinG varie-

ties, a credit agency should provide between ~.200 and ~.300 

per acre for short-term agricultural purposes according to 

* Part of the information contained in this paragraph on Kosi 
Project is based on an address by Shri B.Sivaraman, the then 
Agricultural Secretary to the Government of India, at a 
Seminar on Finencing of Agriculture by Commercial Banks 
organised by the Reserve Bank of India, in December 1968. 
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crop loan standerds. Finance on this scale appears justified 

inasmuch as the existing farm business income of a household 

in the area increased, with the advent of irrigation, by about 

180 per cent. Credit requirements are apt to increase further, 

as has already been borne out, because techniques of cultiva-

tion continue to improve and the farmers feel the need for 

pumpsets, hoes, tractors, power threshers and even godowns. 

It is necessary to Vlork out an estimElte of credit required for 

each one of these purposes £It each stage of development. For 

example, on the basis of crop loan sCElles indicated above, 

credit for seasonal agricultural operations cen bo roughly 

put at more than ~.26 crores. Of this, credit for fertiliser 

alone would amount to about ~.1C crores by 1973-74. Besides 

this, credit requirements for pesticides also will come up. 

Storage for fertilisers end agricultural produce meY"need 
"-... 

investment of about Rs.5 crores during the .Fourth Plan\" Further, 

it is estimated that ~.22 crores may have to be spent\on roads 

of various types in the area so as to connect the producing 

areas with merkets and to link markets with National Highways. 

The opening up of communication facilities is bound to create 

a demand for transport facilities, for which credit may be 

required. There is also a potential for a tube-well programme 

of Rs.30 - 40 crores and this can lead to demand for credi t for 

electrification as well. Kosi is typical of cases where pro
and rc:clemation 

vision of irrigation facilities by a public sector prcjectiand 

levelling of lands with funds from the Agricultural Refinance 
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Corporation provides further scope for lending in regard 

to the other credit requirements. Such ancillary require-

ments may extend beyond the domain of the agricultural 

production sector as it may call for processing units in 

the form of rice mills, oil mills, jute baling plants, etc., 

service organisations for repairs and maintenance of pump-

sets, tractors, etc. and pest control. 

26. Schemes of minor irrigation and rural electrifica-

tion xxxxxx:c have an important place in the area approach. 

Scheme s of ilinor 
Irrigation and 
Rural Blectri
~icatlon -

of view of cost and social benefits. 

Both these are best 

implemented in compact 

areas from the point 

For, minor irrigation 

schemes such as wells, tube-wells, pump-sets, etc., have 

necessarily to be undertaken in areas with proved supplies 

of adequate sub-soil water. It is necessary to launch ~ 

a programme of digging wells in the command area of irriga-

tion projects depending upon the run-off of the river 

supplies for two reasons. Firstly, wells are required to 

tide over the shortage of water that may be experienced 

during crucial periods of growth of crops. Secondly, 

optimum utilisation of water resources demands that the 

seepage that occurs in these areas needs to be tapped to 

sustain a multiple cropping pattern. Recognising these 

factors, the Report of the Working Group for Formulation of 
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the Fourth Five-Year Plan proposals on Minor Irrigation 

and RUral Electrification has suggested that the Irrigation 

authorities should permit wells, tube-wells, pump-sets in 

command areas of irrigation projects. It has also been 

suggested that a nation wide exploitation of sub-soil 

water resources should be undertaken and that this 

should be followed by the States prescribing the maximum 

number of wells for any given zone, and if possible, their 

minimum inter-spacing. 

27. The size of the minor irrigation programme including 

those of the type mentioned above has been indicated in 

the Report of the Working Group for Formulation of the 

Fourth Five-Year Plan proposals on Minor Irrigation and 

Rural Electrification. The Report has also furnished the 

State-wise targets in this regard. 

28. Experience has shown that lift irrigation, besides 

being important by itself, gains added impetus from rural 

electrification for energising pump-sets. Electricity, as 

a source of energy for lifting water, is generally more 

economical than diesel according to a survey carried out 

by the Programme Evaluation Organisation which shows that 

90 per cent or more of users prefer electricity to diesel 

on account of the low cost of operation; hence the emphasis 

in rural electrification programmes on electrification of 

pump-sets so as to secure the maximum impact on agricultural 
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production. The number of electrified pump-sets in the 

country as a tend-March 1967 is placed at 6.7 lakhs. The 

main bottleneck in the pace of expansion of rural electri

fication programmes is paucity of resources with the State 

Electrici ty Boards. In view of the importance of this 

ma tter, the Group cons ider ed in some de tail, the manner in 

which banks could finance electrifica tion of pump-sets. 

Such lending may be for two purposes. Firstly, farmers 

are required to make deposits with the Electricity Boards 

for extension of low-tension transmission power line for 

energisation of their wells. These deposits are repaid by 

Electricity Boards to cultivators by adjustment against 

their electrici ty bills. Bank finance may be given for this 

purpose. Secondly, because of paucity of funds, Electricity 

Boards have not been able to extend electrifica tion to 

rural areas ,,'here minor irriga tion works are contempla ted 

and the Boards, therefore, desire that cultivators make 

larger deposit of money to meet the cost of laying high-

tension transmission lines as well. The Agricultural 

Refinance Corpor a tion has agreed to extend finance in respect 

of both types of depOSits referred to above, subject, however, 

to a ceiling in respect of each well to be energised. 

29. The manner in which stable agricultural conditions 

Storage of Agri
cultural Produce 
in the Punjab 

and changeover to a 

higher technological 

plane can create a new priority is typified by the problem 
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of storage which has assumed significance in the Punjab 

following the bumper harvest of the last season. ~ Lorge 

quantities of marketable surpluses of wheat could not be 

properly stored for want of adequate storage facilities. 

'l'he HYVI' has been gathering momentum and with further 

expansion of areas cultivated more than once, the market-

able surplus is expected to increase on a large scale. 

Moreover, a large proportion of this surplus comes to the 

market between ~vIay and September, about ha If of it in June. 
there is s 

Hence, l need for a programme of construction of storage 

facilities to be integrated with the HYVP and other food 

production programmes. Moreover, as the large quantities 

of fertilisers needed by the farmers have to be procurec 

and stored in advance, the cese for godown facilities gets 

further strengthened. The Punjab State Co-operative Marke t·-

ins Society has launched a programme to construct stor8ge 

capacity of 1.56 lakh tonnes spread over 100 centres in t~.,·; 

district for handling wheat alone. In the contex.t of the 

anticipated increase in production of other crops as well 

in the Punjab, and similarly situated areas in the countr2, 

commercial banks can explore the possibilities of advancing 

medium and long-term loans to entrepreneurs in the privete 

sector to enable them to construct modern storage godowns 

or silos for the purpose of renting out the storage accommo-

dation to farmers or organisations of farmers such 8S co-

operative credit or marketing societies. 
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30. Besides. the need for development of storage and 

warehousing facilities, the development of advsnced techni-

Credit for Process
ing Industries and 
In1ut Sup~lyi~ 

. ndustrles 

ques of cultivation 

and resultant 

increase in agri-

cultural production create 3 demand for processing and 

other ancillary activities end also for supply industries. 

For instance, increase in output of maize may create dem8nc 

for starch/corn flake manufacturing units or of potatoes 

for cold storage plants. Furthermore, the increase in the 

use of agriculturel machinery and implements may lead to 

demand for repairs services and spares facilities. More-

over, with the advance in technology, the use of fertilizer 

mixtures would become more common and thus these units 

would come up in due course. The results of a study by 

Messrs. Johl and Mudahar have been given in the Appendix 

as illustrative of these points. 

~ 
31. A mention may also be made here ofLattempt made by 

8 co-operative bank to locate potential for lending to agri

culture-based industries. 
Industries 

cOiiiiiiISSI"Orl in 
Maharashtra 

The Maharashtra State Co-

operative Bank has set up 

an Industries Commission, the function of which is to iden-

tify potential for establishment of industries dependent on 

or catering to the needs of agriculture in the State. This 
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bank has also proposed the setting up of smalle:c 

versions of the Commission at the district level as 

departments of the Central Co-operative Bank. IIJ 

addition to identification of potential, the bank also 

assists the establishment of such industries. 

32. The above projects/areas have been outlined 

with a view to illustrating the need for commercial 

banks to look into specific development schemes and 

examine how best they can either individually or collec

tively help fill credit gaps. 

33. The areas indicated here are illustrative and 

not exhaustive nor should their illustration be con·

strued to mean that the Group has examined the schemes 

in detail and, therefore, commends them for adoption, 

.............. 29. 
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SECTION III : MACHINERY FOR 
IDENTIFYING AREAS/PROJECTS 
WITH GROV,fTH POTENT TAL 

34. As indicated in the preceding section, commercial 

banks should have no difficulty in venturing into areas and 

projects already identified and with assured water supply. 

There may, however, be other areas/projects which the State 

Governments v!ould "ant to develop. To facilitate the deve

lopment of these, it is necess&ry (a) to have adequate 

machinery for identification and assessment of the poten~ 

tial of the areas, and (b) to make arrangements for co-

ordination between commercial banks and co-operative 

banks. 

35. In regard to the former, the State Governments can, 

on the basis of information already available with them in 

Sta te Annual Plans 
their Departments of 

Agriculture and of 

Development, as also their district and block level agencies 

concerned with agriculture and ancillary activities, iden

tify areas and schemes in specific areas. In their annual 

plans, States should, therefore, provide in future, details 

of bankable projects for the benefit of banks. 

36. To make such location of an area or the geographical

location of a project by itself meaningful, close co-ordina

tion between the concerned departments within the State 



-30-

Governments is necessary. Further, it is also n~cesssry 

for banks to know the growth potential in concr;;-ce terms, 

so that they can work out the credit requirements according 

to the duration of loans. 

37. The banks' t8sk would be facilitated if the State 

Governments were to arrange to provide proper, timely and 

Co-ordinated 
Service~ 

States 

correct information at 

one point to them. This 

would avoid the waste 

of time end energy of both the banks and Government in 

having to contact more than one governmental auth(.;ri ty, to 

assess the potential for working out the credit requirements 

of project/projects. The Group recommends the StDte Govern-

ments to make suitable arrangements for such co-ordination. 

38. As to the question whether it will be sufficient to 

have such co-ordinated service only at the State level, it 

was felt that State 
- at District level 

level co-ordination 

should be supplemented by that at the district level, for 

it is at the district level that operational difficulties 

are bound to arise and need to be solved expeditiously. 

39. For this purpose, it would be preferable to have 

designated officials of the State Governments at the state 
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level and at the district level whom the banks could 

approach for their problems and who should arrange to secure 

for the banks all the details they may need. Even with 

this information, banks may still feel the need for fur

ther intensive investigation. This could be handled by 

them either on their own,or better still, through an asso

ciated body like the Agricultural Finance Corporation Ltd., 

as individual banks might not possess adequate resources 

for such exercise. 

40. It is of interest to note that the Working Group on 

Inter-Departmental and Institutional Co-ordination for 

Agricultural Production, headed by Dr. Ram Subhag Singh (1963), 

has also suggested a similar pattern. According to this 

Report, the Member-Secretary of the Zilla Parishad or the 
..... "'~...,.. Q. ~ 'YlC 

Agricultural Production Committee Wher~~.1 Zilla Parishad 

~ ~ ~, should "be responsible for the co-ordination 

of the activities of all departments concerned with agri-

cultural production. The Report calls for a Secretary-cum

Commissioner, Agricultural Production & Rural Development 

at the State level to co-ordinate the activities of the 

departments of agriculture, animal husbandry, fisheries, 

panchayati raj and co-operation. Such an official can also 

arrange for co-ordination between the district officials 

and the Block Development officers who are in executive 

charge of implementation of agricultural production programmes. 
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41. The Group understands that the Agricultural Finance 

Corporation Ltd. has already enlisted the co-operation of 

the State Governments of Bihar, Uttar Pradesh, Orissa and 

Tamil Nedu on the lines indicated above for formulation of 

schemEs. 

42. With the information available from State/District 

officials, collaboration between State Governments, co

Collaboration 
XrrBrigements 

operotive banks and commer-

cial banks (individually or 

jointly or tlITough associated bodies like the Agricultural 

Finance Corporation Ltd.) can help locate the credit gaps 

with reference to areas, subjects and items requiring agri-

cultur81 credit. The Reserve Bank and the Agricultural 

Refinance Corporation can be of some assistance in this 

respect. The Group was informed that the Agricultural 

Finance Corporation Ltd. wes making arrangements for consti-

tution of a committee composed of representatives of the 

Corporation, heads of departments of State Governments and 

co-operators, for a similDr purpose. The Group would 

recommend that representatives of farmers should also be 

included in this committee, if provision for such repr2sen-

tation had not already been made. 

43. 

take 

The Group, however, wished to point out that it me: 
-t.. .-'il-t I -v-f 

some time;£ef the type of co-ordination machinery 

contemplated.t9 e@me ints. b~ipg Commercial banks should) 
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therefore, not wait for the co-ordination machinery to come 

into being to undertake financing of schemes but should 

make efforts either individually or in concert with other 

commercial banks/co-operative banks to identify credit gaps. 

44. In this connection, it may be mentioned that the 

Agricultural Finance Corporation Ltd., has already made a 

preliminary review of the command areas of the Tirhut and 

Tribeni canals forming part of the Gandak Project as also 

about water availability in the remaining districts of 

Bihar. On the basis of these studies, the Corporation 

expects to be able to suggest some projects to the banks. 

45. In addition, the Agricultural Finance Corporation Ltd. 

has sponsored visits of its representatives, the State 

Governments and commercial banks to potential areas identi

fied by Sta te Governments wi th a vie",' to giving broad guide

lines to banks, intending to develop business in such areas. 

The Corporation is also considering the establishment of 

consultancy service arrangements at three levEls: (i) the 

farmer's level - progressive and cost-conscious farmers will 

be required to draw up plans for development and will be 

the contact-poipt for the banks, (ii) middle level consul

tancy arrangements consisting of qualified persons to 

identify and help small agro-processing industries, (iii) at 

the national level, a proposal is under consideration for 
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instituting consultancy arrangements for large projects. 

The Corporation has listed some names for use in connec

tion with (i) and (ii). It may also be useful for 

commercial banks themselves to consider setting up such 

panels. 

. ............... 35. 
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SECTION rv: CO-ORDINATION 
BEI'WEEN CO-OPERATIVE BANKS Al'JD 

COHMERCIAL BANKS 

46. As regards co-ordination between commercial banks and 

co-operative banks in area/project approach the object should 

be to ensure that there is neither duplication ~~ 

nor ~any gap~ remain in financing arrangements. The steps 

taken so far to evolve a suitable machinery for this purpose 

are described in the following paragraphs. 

47. In this context, the Group welcomed the constitution, 

at the initiative of the Agricultural Finance Corporation Ltd., 

of a National Level Consultative Committee for Co-ordination 

of the Activities of Commercial and Co-operative Banks. The 

Committee consists of representatives of the Agricultural 

Finance Corporation Ltd., commercial banks, the All-India 

Central Ls.nd Development Banks Co-Co-ordination between 
Co-operative and 
Commercial banks operative Union, the Chairman of the 

National Agricul tural Co-operab.ve 

Marketing Federation, and the Federation of the state Co-

operative Banks. The Committee is also empowered to co-opt one 

or two leading agricultural economists in the country and may 

also invite, whenever necessary, officers from the Reserve Bank, 

Registrars of Co-operative Societies of the States and Officer~ 

from the Ministry of Food & Agriculture, Government of India. 
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48. The National Level Consultative Committee will have the 

following functions: 

(1) To consider all matters of broad policy regarding the 
areas and methods of co-ordination bet",reen the commer· 
cial banks and the co-operative banks, in the light 
of the guidelines from the National Credit Council. 

(2) To consider areas of mutual adjustments between these 
two sectors in regard to agricultural credit, schemes 
or projects to be financed by these sectors for the 
promotion of agricultural development. 

(3) To continuously review operation of the banks in the 
two sectors in any sPecific area to avoid conflicts, 
if any, and to suggest specific projects or schemes to 
the commercial banks in these sectors in any parti
cular area. 

(4) To avoid unhealthy competition or duplication or over-
lapping in any particular area among the banks of 
the two sectors. 

(5) To constitute or to issue suggestions regarding the 
formation of state Level or Regional Level Consulta
tive Committees of the representatives of the co
operative and commerctal banking sectors. 

(6) To undertake any other acttvity with a view to promo
ting effective co-ordination between the commercial 
and co-operative banking sectors with a view to provi
ding the required financial resources for modernising 
agriculture rapidly. 

49. The Group noted that tho National Level Committee, 

referred to above, had already enunciated certain broad guide

lines. These guidelines are based on the assumption that the 

credit requirements for modernising agriculture will be quite 

Operations to be 
Mutually Beneficial 

massive and the co-operatives with 

their present resources may not be 

able to meet the needs by themselves. Hence the entry of commer-

cial banks in the sphere of agricultural credit is necessary 

but their operations should be such as to supplement and not 

supplant the efforts of co-operatives and that the operations 
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52. The main reasons for according these privileges to 

co-operatives stem from the Directive Principles of the Cons

titution of India which has advocated the development of the 

co-operative form of organisation in all activities. Since 

the co-operatives represent an association of the weak, to 

create strength in them to stand the competition and opposition 

from the strong represented by the private trade and other 

urban and urban-oriented interests, certain concessions to co

operatives were found nece2sary. These have taken the form of 

concessional rate of interest in regard to loans made available 

Concessions enjoyed 
by Co-operatives 

to them by the Reserve Bank, exemp

tion from stamp duty, etc., legal 

safeguards like first charge on land to ensure prompt repayment 

of loan and prevent \filful default, etc. Further, the primary 

agricultural co-operative credit societies are in aD advanta-

geous position in that, they can, unlike commercial banks, 

combine banking with trading activities. There is, therefore, 
(\ol.l;~\.,~ 

no need to consider any~protection to the co-operative banks, 

at least geographically. Nor is there any need to extend to 

commercial banks certain fiscal and financial advantages curr

ently ~vailable to co-operatives. However, from the point of 

view gf evolving co-ortllnation betw2en the co-operative and 

comm~rcial banks in regard to their advances to the agricultural 

sectat, the Group felt that the following norms, evolved by the 

National Level Consult"tive Committee, provided a workable base. 



-39-

The norms suggested are: 

~r i) 

ii) 

iii) 

iv) 

v) 

vi) 

Commercial banks should not finance cultivators 
who are borrowers of the co-operative societies 
vIi thout prior consul ta tion with the latter. 
Commercial banks should not finance cultivators 
who have creat8d charge on their lands in favour 
of the societies without prior consultation with 
the Central Co-operative Bank concerned. 
\~ile financing non-borrowing members of the socie
ties, information on their lending to such members 
should be passed on by the commercial banks to the 
concerned branch of the District Co-operative Bank 
of the area. 
While advancing long-term loans to cultivators) 
information on such advances should be passed on by 
the co~nercial banks to the concerned branch of the 
land development bank. 
Co-operative banks in their turn should not finance 
cul tivators borrowing xxxxxxxxxx from the commercial 
banks without prior consultation \-lith the latter. 
As far as possible, the agency advancing medium
term and long-term loans to cultivators should 
also advance short-term production finance to such 
cultivators, but there should be no rigidity in thi: 
respect. j, 

53. The Group hopes that there will be sufficient fleXibi-

lity in applying these norms and that these will be reviewed, 

from time to time, with the interest of borrowers in mind. 

BAKATI
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SECT ION V FAC ILIT IES AVA IUB LE TO 
COMMERCIAL BANKS FROM AGRICULTURAL 
REFINANCE CORPORATION AND RESbRVE BANK 
OF INDIA 

54. The Agricultural Refinance Corporation has already 

gained considerable experience of the area approach in 

financing agricultural development programmes. The Corpora

tion also makes refinance and other facilities available to 

commercial banks in respect of both medium-term and long-term 

credit extended by banks for the development of agriculture 

(including plantations) and other matters connected with and 

incidental to it. Refinance in respect of short-term loans 

extended by commercial banks to agriculture is also available 

from the Reserve Bank. 

55. Broadly speaking, the Agricultural Refinance Corpora-

tion extends refinance facilities in respect of those major 

development projects that cannot be financed by the existing 

credit agencies either on account of the large outlay involved 

or because the terms and conditions of repayment are such they 

Refinance Facilities 
from Agricultural 
Refinance Corporation 

may not be brought within the 

normal rules of business under 

which these agencies are working. 

The term agriculture has been defined to include animal hus

bandry, dairy farming, pisciculture and poultry farming. The 

functions of the Corporation have been made sufficientlY broad 

to include financing of all activities allied to agriculture.The 



-41-

purposes for which refinance facilities are provided by the 

Corporation at present are briefly as under: 

i) Planned utilisation of untapped subsoil/surface 
water resources. 

ii) Development and preparation of land for irrigation 
under completed irrigation works. 

iii) Development of land for dry farming and soil conser
vation. 

iv) Development of mechanised farming and use of elec
tricity for energising wells. 

v) Development of animal husbandry, dairy farming, 
pisciculture including co-operative fisheries, 
poultry farming, etc. 

vi) Development of special crops such as arecanut, coconut, 
cashel-.rrluts, cardamom, coffee, tea, rUbber, etc. 

Besides, the Corporation has indicated its willingness to 

refinance schemes for setting up of god owns and silos either by 

associations of farmers or by private entrepreneurs for the 

use of farmers as also for development of plantations including 

purchase of neglected estates and virgin lands for development. 

56. The scheduled banks which are its share-holders are 

eligible for refinance in respect of the schemes referred 

above. In the formulation of schemes by commercial banks to 

be refinanced by the Corporation, the latter has also advocated 

adoption of an 'area approach'. Area approach, in this context, 

refers to schemes which lend themselves to close and intensive 

supervision. In regard to land development schemes, besides 

the area approach, the Corporation called for concentration nf 

efforts in places where arrangements for provision of adequate 

inputs like improved seeds, fertilizers and pesticides can be 
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ensured. The Corporation has laid down guidelines for formu-

lation of each type of scheme referred above. Basically, these 

guidelines outline the important factors such as compactness 

of the area, type of development proposed and its cost, tech-

nical and other ancillary services required and available, 

economics of the scheme either in toto or as it affects the 

individual beneficiary, marketing arrangements, etc. 

57. The Corporation carries out technical evaluation of the 

schemes referred to it through experts in the particular line 

who are drawn from a panel approved by the Government of India 

or through the statutory Commodity Board. In the case of 

area development schemes, the Corporation also carries out, 

with the help of the Economic Department, Reserve Bank of 

Cost-benefit 
Studies 

India, a cost-benefit survey in the 

area covered under each scheme. 

These surveys are aimed at finding out firstly, the extent to 

which the agriculturists with varying sizes of cultivated 

holding, are likely to be benefited as a result of the develop-

ment undertaken and, secondly, to ascertain whether any 

special measures need to be taken to make the scheme applicable 

to small cultivators who might otherwisG be left out of the 

scheme on the grounds of inadcq~ate security or insufficient 

repaying capacity. 

58. The Corporation has also relaxed its policies to widen 

the scope of its refinance. One such relaxation refers to its 
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readiness to provide refinance in respect of medium-term and 

long-term loans given by commercial banks for purchase of farm 

equipment through their various branches to farmers, though they 

Relaxations in 
Policies of 
Agricul tural Re
finance Corporation 

may not be in a compact area. The 

commercial banks are also now allowed 

to route their finance to individual 

farmers for development schemes involving sinking of wells, 

etc., through an intermediary like a sugar factory, a co-

operative financing or marketing society in cases where such 

agenci8s are in a position to provide the necessary technical 

guidance to farmers and help banks recover the loans. Further, 

the Corporation has agreed to refinance upto ~ 3,000 per well, 

in addition to term loans granted by commerci:li banks for sink

ing walls and installation of pumpsets, in cases where the 

farmers are required to make a deposit with the state Electri-

city Board for energiEing their wells on a priority basis. The 

Corporation has also agreed to relax some of its procedural 

requirements and is willing to waive, for instance, State Govern-

lrlent guarantc'e in regard to its refinance facilities and accept 

in lieu sub-mortgage/sub-hypothecation of the property mort

gaged/hypothecated by the borrower in favour of the financing 

b;:~nk. 

59. Apart from widening its sphere of operations, the 

Corporation, realising the difficulty experienced by commercial 

banks in Jocating suitable cases and worthwhile schemes, has 

addressed the Agriculture Production Commissionors of State 
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GOVernments requesting them to furnish details of areas in neEd 

of development and the type of development needed therein and 

which can be taken up by commerc.ial Assistance for 
Formulating Schemes banks. To enable banks prepare 

technical evaluation reports of schemes ,,,,i th the help of 

personnel '/lith necessary knovlledge and experience, they arranged 

wi th the Statutory Commodj.ty Boards and.. State Govern-

ments to provide necessary guidance. Besides the Corporation 

is 'tlilling to appoint technical experts on an ad hoc basis tc 

pr'2pare such reports and has also volunteered to spare the 

services of its offj_cers for formulation of such schemes. 

The Corpora t:-Lon has recently indica ted its willingness to play 

an active role in co-ordinating the activities of commercial 

banks in these schemes 'di th those of other agencies, in partj_;-~ul~,· 

with State Governments in providing technical supervision ar:cl 

guidance. 

60. The above review indicates the measures taken by the 

Agricul tural Rc '::'inanC8 Corporation to locate areas heading dc:v:.-

lopment and of assistarlce to banks in formulating schemes off,'-

red by Governments. The Corporation has sho\-ffi its reaiiness 

to relax its policies and procedures whenever necessary and 

feasible from the point of vi'3w of stimulating development. 

The expertise it has bui1t up within the short pl_riod of its 

existence is available to commercial banks. In view of the 

vast scope for developmental efforts necessary in the spheres 

in \>ll1ich the Corporation is permitted to operate and the vast 
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resOurces available to it, as also the facilities 

offered by it, the Study Group is of the view that 

commercial banks should avail increasingly of the 

refinance facilities. 

61. The Reserve Bank extends refinance facilities 

at 4t per cent irrespective of the net liquidity ratio 

of a bank in 
Facili ties from 
the Reserve Bank 

of India 
respect of short

term credit 

extended by a commercial bank to agriculture; for this 

purpose, credit to agriculture is defined to include 

credit for distribution of chemical fertilisers and 

pesticides, including credit to manufacturers of these 

products for financing their sales and loans to farmers 

for production of crops other than plantations and 

finance for fisheries, dairies, poul tries, cold s tor

age, etc. 

62. Besides these, the concessiona1 facili ties extended 

by the Reserve Bank of India to commercial banks in respect of 
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their advances to agriculture include exemption of their 

(i) unsecured advances in respect of hire-purchase or sales 

on a deferred payment basis of machinery and equipment for 

agriculture, dairy, poultry or fisheries from the stipulated 

norm relating to unsecured advances, and (ii) medium and 

long-term loans to agriculture, poultry, dairy and fisheries 

refinanced by the Agricultural Refinance Corporation while cal

culating the norm of 5 per cent of term loans to deposits. 

These facilities are under constant review and the existing 

ones by themselves provide scope for fuller and wider utilisation 

by commercial banks so as to be able to gain deeper insight into 

the need for enlarging them. 

"7 .. .. .. .. .. .......... '-~ . 
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SECTION VI : FACTORS HAVING A BEARING ON 
THE PROVISION OF AGRICULTURAL FINANCE BY 
COMMERC IAL BANKS AND MEASURES TO BE TAKEN 
TO FACILITATE INCREASED INVOLVEMENT OF 
COMMERCIAL BANKS IN AGRICULTURAL CREDIT 

65. Apart from the question of evolving norms for co-ordina-

tion of activities of commercial banks and co-operative banks, 

the Group reviewed the factors tha t have a bearing peculiarly 

on the entry of commercial banks into the field of agricultural 

credi t. These factors rela te to the provisions of the land 

reform measures, tenancy laws, debt relief acts, money-lending 

and similar legislative measures. Available information on this 

has been collected through the regional offices of the Agri

cultural Credit Department of the Reserve Bank of India, in 

consultation with the State Governments as well as commercial 

banks operating in their respective regions. A resume of these 

provisions is given in this section and the State-wise details 

are given in an appendix. The s ta temen t of tID s e Ie gis la ti ve 

provisions does not however purport to be complete or an 

authoritative legal interpretation of the law. 

(1) Land Reform Measures 

64. The pa ttern of rights in farm lands underwent a dras-

tic change after the introduction of land reforms which 

granted ownership and transferability rights to those who 

had been actually cultiva ting the lands for a long time. 

At the same time, certain res trictions "rere placed on these 
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transferability rights to ensure that the weak2r sections 

of the farming community did Dot lose their lands in the 

process of obtaining loaDs from private sources. However, 

since transferability rights in land continue to form the 

main basis for ~Qvancing loans to agriculturists, ~~ ~, 
CL V) "'~., 

~~~ ~ studY)las to which categories of cultivators 

are subject to these restrictions and the extent to which 

these rsstrictions are likely to inhibit the commercial 

bank financing agriculture. 

65. Legislation has been enacted in almost all the 

States stipulating a ceiling on the agricultural land that 

geilinfLon 
land holding; 

can be held by a persoL. 

In terms of this legisla-

tion, sale of land to agriculturists likely to acquire land 

in excess of the ceiling is not permitted. Further, trans-

fers in the wake of sale to non-agriculturists are specifi-

cally prohibited in Mysore, Maharashtra, Gujarat, Dest 

Bengel and Telengana area of Andhra Pradesh. In respect of 

both the provisions referred to above, co-operatives are 

exempted while commercial banks are not. Ther~fore, it is 

felt that, in the event xx commercial banks need to acquire 

lands of defaulting borrowers before the sale of the mort

gaged property, they may experience difficulties both in 

acquiring and in disposing of land due to the restricted 

market for them. 
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66. In some States, restrictions are placed on transfer 

of land which is considered as a fragment. Thus, holders 

Restrictions on 
Transferability 

of land consi
dered as 
fragments: 

of fragments in 

Maharashtra, Gujarat 

and ~elengana area of 

Andhra Pradesh can 

sell only to holders of contiguous plots in such a way as 

noi; to leave a fragment. In Mysore, disposal of land which 

will result in the creation of a fragment is prohibited. 

Moreover, the sale of fragments, privately or through 

courts, is altogether forbidden. 

67. In addition to the above, the right to sell~ mort-

gage and transfer land is not enjoyed by all cultivators in 

ell parts of the country. Of these, the former two are 

important to banks from the point of view of security for 

t~~eir loans. 'r'he extent of freedom to sell/Y'lort,:~8ge and 

the restrictions thereon, if any, are indicated below. 

68. Ryats belonging to aboriginal tribes in Santhal 

Parganas district, non-occupancy ryots and under-ryots and 

Neither right to 
sell nor right 
t02!ortgage: 

share-croppers in 

Bihar, Ghair-Khatedar 

tenants, tenants of 

Khudkasht and sub-tenants in Rajasthan, bargadars in West 

Bengal, adivasis and asamis and bataidars in Uttar F'radesh, 
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ordinary tenants and Government lesses in Mad:lya Fradesh, 

various classes of tenants such as, occupancy ryots, under-

ryots, adhiars and Government lessees in Assam, tenants in 

Punjab, Orissa and Madras and certain type of tenants in 

Andhra Pradesh are not allowed to sell or mortgGge their 

lands. 

69. Ryots not belonging to Scheduled Castes and Backward 

Classes in Bihar, settlement holders having the status of 

Ri~:L~sell 
and to 
!!!ort~ 

land-holders in Assam, 

full proprietors in 

Kerala, p8tta holders 

in Madras, bhumidars in Uttar Pradesh, ryots in West Bengal 

an~ land-holders and certain tenants in Andhra area of 

Andhra Pradesh, are allowed to sell and mortgage their lands 

without any restrictions. 

70. Land-holders other than these mentioneJ above, can 

sell and/or mortgage their lands with certain restrictions, 

Restricted 
---rr-~t to 

selIlmortgage 

which differ from State 

to State. The type of 

restrictiJns in regard 

to sale and mortgage of land imposed on the cultiv8tors in 

different States are discussed below. 

71. In Bihar, ryots belonging to Scheduled Castes, Sche-

duled Tribes and Backward C18sses can enter into usufructuary 



-51-

mortgage with another ryot of the same class but for other 

transfers including sale, Collector's permission is neces

sary. Ryots not belonging to aboriginal tribes in Santhal 

Parganas district of the Stote ore not allowed to sell 

their lands but can enter into complete usufructuary mort

gage upto one-fourth of their paddy and bari land for a 

period not exceeding six ye ars v:i th a land mortgq;e bank, 

grain gola, co-operative society or a ryot of the same 

district. Further, on the expiry of the period of tr~nsfer, 

no further troDsfers of any of the lands of the transferer 

ryot are permissible for a period of six years. Ryots 

belonging to Scheduled Tribes, Scheduled Castes or Backward 

Classes, in the Chhota Nagpur Division are on par with those 

in Santhal }'argenas. Other ryots in the area can sell and 

transfer by simple mortgDge their right in the holding to 

another person who is a resident within the locol limits of 

the district in which the holding is situated or to a 

society. .Again, a ryot can enter into a Q!!.ugat banillL 

(complete usufructuary) mortgage of his holding for any 

period not exceeding seven years or if mortgages be e 

society, for any period not exceeding 15 years. 

72. In Madhya ~radesh, the Bhumiswamis, who form the 

biggest group among the land-holders, can sell/mortgage 

their lands subject to a condition that such transfer will 

not result in his holding less than 5 acres of irrigated 
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land or 10 acres of unirrigated land. This restriction, 

however, does not apply in the case of a co-operative 

society. Bhumiswamis belonging to the aboriginal tribes 

are allowed to sell/mortgage to only those within their 

tribe and to others only with the permissi)n of the pres-

cribed authority. Such permission is not necessary if the 

sale/mortgage is to the Government or a co-operative society. 

The occupancy tenants cannot sell their lands but they can 

mortgage lands to Government and co-operatives. 

73. In Assam, privileged ryots and occupancy ryots,though 
occupancy, 

they cnjcYirights, cannot create any encumbrances over the 

holdings by way of mortgages of any kind. In the hill dis-

tricts of the State, land is under the control of the respec-

tive 'District Counsils' which promulgate necessary regula-

tionsregarding sale, transfer, mortgage, etc., and in doing 

so, they generally impose vigorous restrictions on the 

transfer of land from tribals to non-tribals. 

74. In Jammu & Kashmir, transfer of agricultural land or 

any interest therein is restricted only to (i) Government, 
--

(ii) Local Body, (iii) Land Development Bank, (iv) Co-opera-

tive Society and (v) Panchayat. Also, mortgage or charge 

on landed property of any shape cannot be created in favour 

of any person/institution who is not a citizen of Jammu & 

Kashmir. 
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75. Khatedar tenants in Rajasthan can sell their lands 

subject to the ceiling on the purchaser's land. They can 

enter into mortgage in favour of the Government or Co

operatives. It may, however, be mentioned that recently, 

the ;State Government have noti~d12 commercial banks as 

agencies from which any individual vested with right under 

Section 19 of the Rajasthan Tenancy Act, 1955, can borrow 

by simple mortgage of his rights in land. No land-holder 

who is a member of the Scheduled Caste or Scheduled Tribe 

can transfer his interest in land to any other person who 

is not a member of the Scheduled Caste or Scheduled Tribe. 

76. Ryots in Orissa can sell and mortgage their lands 

subject to the condition that the co-sharer or contiguous'; 

ryot has the first right to purchase. Those belonging to 

the Scheduled Tribe can transfer their interest in land to 

persons outside their tribe only with the sanction of the 

revenue officer. 

77. Sirdars in Uttar Pradesh do not have a right to sell, 

but they can mortgage their lands by way of simple mortgage 

in favour of Government or co-operatives. Recently, how

ever, a provision is made enabling the Sirdars to mortgage 

lands to State Bank of India and other Scheduled banks 

and U.P. tgro-Industrial Corporation Ltd, 

78. Land-holders in Maharashtra, Mysore and Gujerot are 

allowed to sell their lands subject to the condition that 
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the purchaser should be an agriculturist. The Collector 

may permit sales to others with certain restrictions. The 

land-holders are allowed to mortgage their lands, without 

possession, in favour of a non-agriculturist. The tenant

purchasers in these areas can sell or mortgage only with 

the permission of the Collector. Tenant-purchasers in 

Mysore cannot sell or mortgage their lends for a period of 

6 years from the date of purchase of the land. The above 

restrictions are, however, not applicable tn the cese of 

sale or mortgage to co-operatives. Certain type of tenants 

in Gujarat and Maharashtra cannot sell their lands, but 

they can create B charge on their interests in favour of e 

co-operative society. 

79. It may also be mentioned that Gujarat Sovernment 

have recently passed 8 resolution, according to which culti

vators with new and rectified tenures can now ~ortgEge their 

lands in favour of the State Bank of India as s2curity for 

loans for the purposes mentioned in the Land Improvement 

Loans Act and the Agriculturists' Loans Act. 

80. In Maharashtra, there is a provision th2t the State 

Government may, by a notificBtion,declare that the occupan

cies of persons belonging to Sch~duled Tribe in the State, 

shall not be transferred except with the previous permission 

of the Collector. 
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81. In bndhra Pradesh, certain 'Inam' lands are inalie-

nable. Further, a member of the hill tribe cannot transfer 

his land to a person who is not a member of the tribe, 

without the previous consent in writing of the prescribed 

authority. In the Telcngana area of the State, the land-

holders cannot sell their lands to non-agriculturists 

except with the permission of the Collector. ~gain, the 

sale of land is also subject to the condition ~hat, after 

the sale, the seller should ,not own less than the minimum 

prescribed area and the bUyer should not own mare than the 

ceiling laid down. In the cose of tenant lands, the tena~t 
\ 

has pre-emption rights. The land-holders can mortgage 

their lands provided possession of land is not delivered 

as security for the loan. They can mortgage lands to non-

agriculturists if the transaction is of a bona fide character. 

Certain type of tenants cannot sell or mortgage lands except 

that those who are members of co-operative farming society 

can mortgage or create a charge in favour of the society. 

Moreover, the land-holders of fragments are allowed to mort

gage only to the Government or to a land mortgage bank or 

to a co-operative society. Certain Inamdars who have a 

permanent right of occupancy and for which ryotwari patta 

has been given, can create a mortgage or charge on his 

interest in the land only in favour of the Government or a 

co-operative society. 
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82. Proprietors in Funjab are allowed to sell and mort-

gage their lands. However, there is a restriction that the 

sale will be subject to the pre-emption right given to 

tenants. 

83. In West Bengal, a ryot can sell his land only to an 

agriculturist subject to the ceiling of 25 acres. They .3n 

mortgage their lands by way of simple mortgage or 8 usufruc

tuary mortgage but not by equitable mortgage. Further, 

transfer of holding by a ryot belonging to the scheduled 

tribe is void except when such transfer is made in favour 

of another member of the scheduled tribe or to a person 

not belonging to the scheduled tribe with the previous 

permission of the Revenue Officer. 

(2) Scaling Down of Debts and Interest and Oth2r 
Restrictive Me8sur.:s in Debt Relief .bcts 

84. ~s a result of the large-scale distress caused to 

aGriculturists by the mounting burden of debt at t~e time 

of Great Depression, many State Governments had enacted 

measures for providing debt relief to agriculturists. 

Though these measures were directed mostly against private 

money-lenders, they do not, in specific terms, exempt all 

the commercial banks from their scope. 

85. The bcts of Punjab, Orissa and Uttar Pradesh exclud8 

debt owed to a 'bank'. The Acts in force in the Telcngana 
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area of kndhra Pradesh, Maharashtra, Gujarat, West Bengal, 

Rajasthan, Uttar Pradesh, Mysore and Himachal Fradesh 

" 11 exclude the debts owed to a scheduled bank but not of 

non-scheduled banks. In Maharashtra, " 11 merged State Bank 

is also exempted from the purview of the Act. 

86. Section 13 of the Madras ~griculturists' Relief 

Act, 1938, which is in force in the non-Telongana area of 

Andhra Pradesh also stipUlates that, in any proceedings 

for recovery of debt, the court shall scale down all 

interest due on any debt incurred by an agriculturist after 

the commencement of this ~ct, 30as not to exceed a sum 

calculated at 6~ per cent per annum simple intere:::t. 

" Section 13 also provides that the State Governsent may, 

by notification in the Official Gazette, alter and fix any 

other rate of interest from ti!:le to time" o. The dues of 

Government and co-operative credit institutions have been 

exempted from the above provisions. Ccmmercial oanl;;:s inclu-

ding scheduled banks do not, however, enjoy such exemption. 

87. Similar statutory stipulation regarding the rate of 

interest that is to be imposed by court exists in Kerala. 

The Kerala bgriculturists Debt Relief Bill, 1968, which 

seeks to provide relief to indebted agriculturists whose 

total amount of debts does not exceed ~.20,OOO, provides 

that for determining the amount due to a banking company 

for the purpose of payment under this Act, inter~st shall be 
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calculated at the rate applicable to the debt under the 

law or contract or the decree or order of court under which 

it arises or at seven per cent per annum simple interest, 

whichever is less, with effect on and from the commencement 

of this bct. Further, it is provided that not more than 

one-half of the principal shall be payable towards interest 

which accrued due till the commencement of this .lict, The 

above provision will, however, not be applicable tc debts 

exceeding three thousand rupees borrowed under a single 

transaction and due before the commencement of this bct 

to any banking company as such. The Bill further provides 

that, in the case of debts due to a banking company, the 

number of instalments in which the debt shall be repaid 

shall be twelve where the debt does not exceed ~.3,OOO/

and eight where it exceeds ~.3,OOO/-. 

88. ~ mention may also be made here of certain other 

restrictive provisions observed in Maharashtra, Gujarat 

and bndhra Pradesh. The Bombay l~gricultural Debtors' Relief 
and 

Act, 1947,Lthe Saurashtra Agricultural Debtors' Relief Act, 

1954, prohibit the ali2nation of Dny property belonging to 

a debtor who is party to the proceedings under the bct or 

award registered under the Act, made by him before all his 

debts are discharged, except with the previous permission 

of the prescribed authority. Further, the ~cts provide 

that, no person who is a party to any proceedings or award 
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under the bct and who is related to a resource £8ciety or 

to any person authorised to advance loans for aeesonal 

finance shall hypothecate or sell the standing crops or 

the produce of his land without previous permission of the 

society or of person until such loan has been repaid in 

full. The commercial banks have, therefore, to take pre

caution while advancing loans to such persons to ensure 

that they are not adjudged debtors and if so, the debts 

have been cleared. It may, however, be mentioned that 

Section 53 of the Bombay bgricultural Debtors' Relief lct, 

1947, makes it permissive for the Government to authorise 

persons in local areas who advance loans to these debtors 

against hypothecation of crops. The State Government may, 

by notificatio~, declare the commercial banks as authorised 

agencies for making advances to get over any difficulty of 

making advances to adjudged debtors. In bndhr2 Pradesh, 

Section 44 of the Hyderabad Jagirdars' Debt Settlement Act, 

1952, provides that no alienation of any property belonging 

to a debtor, who is a party to any proceedings OJ' award 

under the ~ct ~ade by him before all his debts are cleared, 

shall be valid, except with previous sanction of the 

Government. 

(3) Provisions under Money Lending bcts: 

89. 1 mention may be made here of certain restrictive 

provisions under Money Lending ~cts of Bihar and West Bengal. 
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Section 5 of the Bihar Moneylenders' (Regulation of Trans

action) ~ct, 1939, stipulates that no court shall, in any 

suit brought by a moneylender in respect of a loan advanced 

after the commencement of the Act, pass a decree for 

interest at rates exceeding 9 per cent per annum in the case 

of a secured loan end 12 per cent per annum in the case of 

an unsecured loan. The commercial banks are not ex~mpted 

from this particular provision though they are exempted 

from many other provisions in the Act. The Bengal ~oney-

lenders; Act, 1940, which places restrictions on the rate 

of interest, total amount of interest, the period of loan, 

etc. excludes all loans issued by scheduled banks or a bank 

which hes been declared to be 8 notified bank for the pur

pose. It is gathered th8t the Government have net so far 

notified any non-scheduled commercial bank to be eligible 

for this exemption. 

(4) Difficul~ in acguirin5 a charge on land already 
charged t9 B co-o~ratlve 

90. Co-operative Societies bcts in various States pro-

vide for priority in favour of co-operatives in respect of 

both movable and im~ovable property. In the circumstances, 

any charges created by members in favour of other agencies 

such as commercial banks would be void. 

(5) Lack of recilities to create equitable ~ortg~ 

91. In some of the States, like Madhya Pradesh, Iunjab, 
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Bihar and Assam, there are no notified centres where the 

title deeds of the borrowers to their land or property can 

be deposited. Equitable mortgage, therefore, cannot be 

created in these States. In other States like Mysore, 

Maharashtra, Madras and Andhra Pradesh, creation of a 

charge by deposit of title deeds can be effected only in 

a few notified towns. This involves much delay and expendi

ture. The commercial banks, therefore, suggest t~at all 

the District Headquarters and important towns in the State 

may be declared as notified centres for creating equitable 

mortgage. In West Bengal, the West Bengal Land Reform ilCt, 

1955, provides that a mortgage by a ryot of his helding 

other than a simple mortgage or a usufructuary mortgage 

shall be void. This provision restrlcts creation of charge 

on land by way of equitable mortgage. Further, at rresent, 

deposit of title deeds can be effected in the State only 

in Calcutta. 

92. ~nother difficulty pointed out by some of the banks 

in the case of equitable mortgage is that, after borrowing 

a loan from one commercial bank on the basis of equitable 

mortgage, the borrower may mortgage his land in favour of 

another bank by registered mortgage. Some of the commer

cial banks, therefore, desire that the Registrar ~f 

Assurances and the Tehsildar should register the charge 

created in their favour by the borrower under an equitable 

mortgage. 
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(6) ~xemption from Stam~~ 

93. Commercial banks are not given exemption from stamp 

duty and registration fees whereas co-operative societies 

enjoy this facility. ~s the borrowers have to bear the 

stamp duty, this increases burden on them and the commer-

cial bank finance becomes more costly. 

(7) Lack of facilities~0rding recove~of leans 

94. In the ca se of c i vi 1 de cre es, automa tic :.:m spensi on 

of recoveries is usually made and this may include loans 

of comm~rci81 banks unless these are specifically exempted. 

95. Facilities regarding recovery of overdue loans such 

as recovery as arrears of land revenue, 3ale Jf mortgaged 

property without the intervention of court, etc., are 

available to co-operatives. Further, in some States, e.g. 

Gujarat, Maharashtra, Mysore, Punjab, hndhra Pradesh, nssam 

and Uttar Pradesh, a mortgage executed in favour of the 

Lond Development Bank shall have priority over any claim 

of the Government arising from 0 loan granted after the 

execution of such mortgage. These facilities are not avail-

able to the commercial banks. 

(8) Simplification of the procedure for registering 
documents, etc. 

96. The existing procedure for registering documents is 

time-consuming, cumbersome and expensive. Considerable 
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time is lost in obtaining non-encumb~ance certific8tes, 

alienation certificates, extrocts from revenue records. 

One bank h8s suggested that State Governments should con

sider the issue of "Farm Title'Pass Books" to individual 

cultivators wherein the relevant particulars of all the 

f2rm holdings of the concerned farmer should be detailed 

including encumbrances/charges on them and the extent 

thereof, etc. This Pass Book should be deemed as title 

deeds even for purposes of creation of equitable mortgage 

in favour of commercial banks. 

97. In some areas like the Telengana region in l.,ndhra· 

Pradesh and MarBthwada region in Maharashtra, mortg5ge of 

land requires the prior approval of the revenue authorities. 
) 1 I' 5 , ..... ' 1-" c ,. t c ol f-k CL-t 

~/ procedural deleys in this regard affect ti!!le13' provi-
" 

sion of credit to agriculturists. 

98. In some States, e.g., Gujarot, Maharashtra, ~\~;ysore, 

bndhre Pradesh and Uttar Pradesh, a facilit;y is provided 

to lend development banks, whereby a mortgage deed executed 

in the office of the land development bank b;y the borrower 

can be treated as registered under Indian Registration Act 

b;y simply forwarding a copy of the instruments within the 

prescribed time to the registering authority. Further, 

the officers of the land development bank are exempted from 

personall;y appearing before the r~gistering authority. 

These facilities are not available to commercial banks. 
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(9) Difficulties arising from usufructuary mortgcge 

99. In Rajasthan State, in the case of usufructuary 

mortgage, the tenent-holder, except one belonging to sche

duled caste/tribe, has right to transfer his right in 

whole or part of his land holdings for a period not exceed

ing 10 years to any person including commercial banks. By 

virtue of Section 43(8) of the Rajasthan Tenancy Qct, 1955, 

a usufructuary mortgage of any land shall, upon the expiry 

of the period mentioned in the mortgage deed, be deemed to 

have been satisfied in full without any payment whatsoever 

by the mortgagor and the mortgage debt shall accordingly be 

deemed to have been extinguished and thereupon, the mort

gage land shall be redeemed and possession thereof, shall 

be delivered to mortgagor free from all encUmbrajl~~S . 

Similar provisions have been given in Bihar State, where 

land is mortgaged by a bhugat bandha mortgage. 

100, Looking at these enactments, it would appear that 

some of the provisions of the State enactments aEe somewhat 

outmoded in the light of current requirements. For example, 

provisions relating to landed security and th2 ceilings on 

interest rate applic3ble in the context of loan recovery 

proceedings require to be reviewed against the background 

of the need to enlarge commercial banks' participation in 

agriculture in the light of the massive financial require

ments of this sector. There seems, therefore, an urgent 



-·65-· 

need to study the matter in depth taking int~ account the 

legal and social implications of these State la~s. The 

Study Grcup felt that it would be useful if a separate 

expert group examined this problem in detail, from the 

point of view cf the social objectives of such legislation 

and the current requirements of the agricultural economy. 

However, the Group would like to emphasise that these 

problems notwithstanding, commercial banks could enter 

the field end increas~ their involvement in financing agri

culture. They should not wait till the deck is cleared of 

these difficulties, for, even as it is, there is ample 

scope to increase commercial banks'advances to agriculture . 

.................. 6e. 
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SECTION VII SUMMARY AND GENERAL 
OBS~RVATIONS 

101. The preceding sections have discussed the various 

aspects of adopting the area/project approach by commercial 

banks in financing of agriculture. Such an approach pro

mises several advantages for them in what is a relatively 

unfamiliar type of business. To get the best results from 

it, the banks have to do a certain amount of preliminary 

spadework in locating the areas/projects and planning their 

activities in these. At the same time, there is need for 

developing co-ordination between commercial banks, the 

various institutions specialised in agricultural finance 

and the State Governments. The main points that have emerged 

out of the discussions of the Group on these matters are 

summarised in this Section. The section also contains tne 

Group's observations on certain points of general interest. 

102. Area/project approach for commercial banks for 
in 

extending credit to agriculture,Lthe opinion of the Group, 

means formulation of a programme in respect of a compact 

area which leads to integrated and harmonious development 

covering the various facets of the agricultural economy of 

that area. It is not contemplated that banks would be 

called upon to finance directly medium and major projects 

in that area, the financing of which is considered govern-

mental responsibility. 
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103· The adoption of an area approach would enable banks 

to utilise their limited resources in an efficient manner 

and also facilitate supervision. It is important to ensure 

that available resources are so utilised as to lead to an 

immediate and significant increase in agricultural produc

tion. This objective would be most effectively achieved if 

commercial banks acted in concert with other lending insti

tutions in the field, such as co-operative banks, the Agri

cultural Refinance Corporation, etc. so that credit gaps 

are filled in a co-ordinated manner. 

104. An area approach, in the opinion of the Group, is not 

confined merely to the fulfilment of one programme; it leads 

to several connected projects, as a result of the momentum 

given to the economy of the area. The changing pattern of 

demand for credit and s2rvices in such a situation provides 

further scope for banks to take up other activities in these 

areas. 

105. In deter~ining the boundaries of an area, the factors 

to be taken into account are the homogeneity of the area 

with regard to the basic resources, particularly adequete 

and assured water supply and climatic conditions. There 

should be a scientific assessment of the economic potential 

of the area for the implementation of a programme. In this 

context, the Group has discussed the type of information 

that banks would find useful in identifying areas/projects 
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having potential for agricultural development and suitable 

for commercial bank financing. Particular attention of the 

banks is drawn to the importance of schemes of minor irriga

tion and rural electrification which offer considerable 

scope for commercial bank financing on an area/project basis. 

106. Taking all these into account, commercial banks 

should carefully consider, in consultation with concerned 

agencies, Government departments, etc. the deli~eation of 

projects in an area as well as the priorities among them. 

The Agricultural Finance Corporation Ltd. can also play an 

important role in this direction. The Group felt that it 

would be advantageous for individual commercial banks to 

have the freedom to select the projects which they would be 

willing to finance. These would include viable propositions 

from Governmental agencies relating to specific programmes 

of development such as, poultry farming, dairy development, 

etc. The attention of the banks should be drawn to the need 

for defining the meaning and content of economic return in a 

pragmatic manner, but the benefit of doubt should be in 

favour of financing a project. In this context, the Group 

desires to draw attention to the benefit-cost studies under

taken by the Economic Department of the Reserve Bank of 

India for the use of the Agricultural Refinance Corporation. 
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Two such studies are summarised in bppendix III to indicate 

the methodology adopted to obtain an idea as to how far the 

increased benefit out of investments made by cultivators would 

be adequate to repay his borrowings,~ 

107, The Group is of the view that the technical information 

which could be supplied by State/district authorities and the 

assistance offered by the bgricultural Refinance Corporation, 

both in regard to the formulation of schemes and in technical 

guidance in implementing them, should prove sufficient in esti

mating the credit requirements under area/project approach. 

The Group is further hopeful that in view of the district/State 

level Co-ordination Committees of Commercial and Co-operative 

Banks, which have been proposed to be established, it should 

be possible to estimate credit requirements in a realistic 

manner. The wide net-work of primary agricultural co-operative 

credit societies and the Central co-operative banks have exper

tise which could be adapted and used for making credit, estimates. 

108. The total credit requirements would indicate the broad 

order of magnitude of the task in the area. 'flithin this frame-

work, it is necessary to work out the credit requirements of 

individual borrowers, which has to be done with reference to 

their- own resources and repayment capacity with reference to 

the increased p]~oduction rendered possible. While ultimately 

it is an individual who is financed on the basis of a borrower/ 
I L~ ~v \~C1 b (C" f--r 

would be(8~~'~~ commercial lender- relation;:;hip, it 
-hk~(!I) 

banksl~ in mind the advantages of an approach whereby groups 

\ 
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of cultivators owning or cultivating land in adjoining villages 

are simultaneously financed. This will contribute to better 

supervision in an intensified manner. 

109. In this context, the Group discussed the localisation 

approach adopted by certain State Governments. Basically, this 

means that only particular crops are permitted to be grown in 

any given area under command of a canal system, based primarily 

on soil classification and suitability. In such localised 

areas, as also in other areas not coming under localisation 

arrangements, it only remains for banks to assess the quantum 

of loans to a farmer in relation to his production capacity 

in regard to crop/crops which he is permitted to grow. 

110. Based on the credit estimates and as a part of the 

loaning operations, banks could undertake whatever intensive 

studies may be required. The Study Group felt that such 
.Q. .. ~"~J.... G" 

studies could be ~ken by the Agricultural Universities, 

some of which are already engaged in training the staff of 

commercial banks. It was considered sufficient if banks had 

a nucleus of qualified staff who could understand the results 

of surveys made available to them and who could bring about 

the necessary orientation in the bank's lending programme. In 

course of time, however, banks should endeavour to build up 

adequate staff trained in this specialised field. 

111. The Study Group wanted to draw particular attention 

of banks in regard to an important aspect, viz. follow-up 
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arrangements aimed at supervising the utilisation of loans 

granted by them. This may entail making arrangements for 

supply of inputs to borrowers in kind. It woule also mean 

ensuring that the borrower has adequate resources for 

meeting the expenses in regard to inputs complementary to 

the purpose for which the commercial banks had granted 

a loan. For example, a borrower of a medium-term loan 

must satisfy the lender-institution that he has either 

adequate resources of his own or capacity to borrow from 

co-operatives to meet his short-term credit reqUirements. 

If he has neither, the bank may have to provide him 

short-term credit as well to ensure that the medium-term 
-fv..\\y. 

credi t is utilis ed 00 ef1:illy. In cer ta in s i tua tions, the 

bank may have to provide a cultivator short-term medium

term and long-term credit simultaneously. 

112. The Study Group conSidered briefly whether it 

should make any specific recommenda tions a bout' the terms 

and conditions under which commercial banks should 

finance various activities under the area/project approach -

such as rna turi ty period of loan, mar gin, ra te of 

interest, etc. The Group thought that it would be de

sirable to leave these details to be worked out by the 
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commercial banks themselves with reference to the circum-

stances of each case. 

113. Assistance from State Governments would be an added 

advantage to banks in adopting an area/project approach. For 

this, it is desirable to have an appropriate co-ordinating 

machinery of the Government at the State/district level to 

help formulation by banks of area/project schemes. The Agri

cultural Refinance Corporation has also gained considerable 

experience in financing of agricultural development programmes 

based on area approach. Commercial banks should be ab18 to 

avail themselves of their expertise also. 

114. In adopting the area/project approach, efforts have 

to be made to avoid duplica tion or the leaving of gaps in 

financing arrangements. The recent action to evolve a suit-

able machinery for this purpose through the National Level 

Consultative Committee for Co-ordination between Commercial 

Banks and Co-operative Banks should be effectively imple-

mented, more specifically at the district level. 

115. The foregoing paragraphs have indicated the advan-

tages of the area approach, some of the problems the banks 
·~e".,t~"., ... -H,e '4.~·'''''4~·.''G..-ro..C'4-0'''S 

may encounter in this fiel~and the possible lines along which 

solutions may be attempted. 1;R Far+j:8111:.~, the GpQllF ga'l-G 
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taG entry of-e-ommareiel o8Ilks-j,nto the f-ie1d ,sf -ae;ri l ' 1I1 tupal 

c~it. It would be seen that the problem~ though new, are not 

such as should deter banks from extending credit to agricul

turists. Moet of these are of 8 transitional nature and with 

co-ordinated efforts on the part of banks, co-operatives, other 

specialised institutions in this field and the State Govern

ments, can be solved rapidly. For banks this means establish

ing rapport with the authorities at State/district level, re

orienting their staff to deal with agriculture and building up 

specialised staff, if necessary. In assessing credit require

ments, they may have to seek assistance of experts in different 

fields of agriculture. Loaning policies and procedures have 

to be designed so as to suit the needs of this sector. ~lso, 

to keep themselves adequately informed of new developments, it 

would be d2sirable for them to develop contacts with i.gricul

tural Universities which could help with studies on problems 

of interest to banks. Thus, it should be the constant endeavQur 

of banks to locate arees with growth potential and assist them 

with adequate resources. 

116. Before concluding this Report, the Group would like 

to draw attention to yet one more important aspect of agricul

tural development of interest to the banks. The Report has 

been concerned w~_th questions of financing of agricul-lJllre by 

commercial banks. But the problem is not merely one of meeting 

the large and growing borrowing needs of the agricultural 

sector. It is also one of devising a link between extension 

of borrowiDg fscilities and fostering of savings in the form 0~ 
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deposits so as to ensure that these savings remain pro

ductively employed all the time and yet are readily avail

able in times of need as they would be if they are 

channelled through the banks. Deposit mobilisation has 

thus to go hand in hand with the financing of agriculture. 

From this point of view, commercial banks and co-operative 

banks should consider opening offices in such of the 

districts/areas which are unbanked or under-banked. The 

extent of spread of offices of commercial banks in 

different districts and the scope that exists for opening 

of branches of commercial banks in unbanked and under

banked areas in the districts are being made available 

through surveys of banking potential conducted by the 

Res erve Bank of India. 

117. All this has to be done not because of factors 

or considerations extraneous to banking, but because 

it is good business for the banks. The agricultural 

sector is undergoing a vast change under the new 

strategy of modernisation. Modernisation of agriculture 

is only another way of saying that it is increasingly 

being run on business lines in a manner similar to 

industry. Lending to agriculture under such conditions 

is a profitable business and an efficient farmer a good 
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credit risk. With the vast potential now being opened 

up in agriculture, there will be plenty of opportunities 

for banks for profitable lending and deposit mobilisation 

and banks have to play their part in full measure. 
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APPENDIX - I: NEED FOR DEVELOPlvJENT OF 
INPUT SUPPLYING INDUSTRIES .AND PROCESSING 
INDUSTRIES IN THE PUNJAB 

Type of facility needed 

Repairs and spares facilities to: 

a) Sugarcane crushers 

b) Tractors 

c) Tractor trailers 
(including manufacture) 

d) Electric motor 

e) Improved implements 

Processing of foodgrains: 

a) Expansion of dal making 
units 

b) ProceSSing barley into 
beer 

c) Starch mills/corn flake 
manufacturing units 

Districts \vhere 
needed 

Jullundur 

Hissar, Karnal, 
Rohtak, Patiala 

Hisstlr 

Central parts .f 
Punja.b 

Bissar, Patiala, 
Ktlpurttlla, 
Bhatinda, 
Mohindergarh 

Bissar, Sangrur, 
Bhatinda, Rohtak, 
Ferozepur 

Suitably located ." 
to serve Gurga~n, 
Ferozepur, 
KarnEll and 
Sungrur 

Patiala/Sangrur 
Ambala/Karnal, 
Boshiarpur 
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Appendix I(Contd.) 

Type of facility_needed 

Processing of foodg:ains(Contd.) 

d) Oil seeds processing 

Districts where needed 

Hissar, Gur~aon, 
Bh3tind~, Mohindergarh, 
.~ritsar, Ferozepur. 

e) Cotton ginning and 
pressing 

Patiala Division, 
Sangrur and 
Bhatinda 

f) 

g) 

Fruits and ve3et'3.bles 
processing i'lp,le Kulu district 

Mango Ferozepur and Bhatinda 

Grapes ,Tullundur, Ludhiana 
and Ferozepur 

Cold storage 
expansion Potato Hoshiarpur, ,Jullunaur, 

:i.mbal~ • 

Note: The methodology adopted is a sim~le one 
that of estim3ting the nroduction of 
agricultural commodities available for 
processing and of the existing capacity 
of the various processing industries in 
the Punjab district-wiseato examine the 
adequacy or inadequacy for the purpose. 
A simil~r exercise re~arding the adequscy 
and creation of supplY industries vis-a-vis 
the needs for supply factors in different 
regions of the state has been made. 
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APPENDIX II - LEGISLATIVE FACTORS HAV lliG 
A BEARING ON THE PROVISION 
OF AGRICULTURAL FINANCE BY 
COMMERCIAL BANKS 

Land Reform Measures 

Ceiling on 
Land Holding: 

1 . ANDHRA PRADESH 

1. Section 13 of the Andhra Pradesh Ceiling on Agricultural 

Holdings Act X of 1961 stipulates that no person can purchase 

or take on usufruc~uary mortgage or acquire any land, in the 
/ 

future, if in consequence thereof the total land held by him 
/ 

exceeds the C'eiling. Government and co-operative societies 

including land mortgage banks are, however, exempted from this 

provision and can, therefore, acquire land in excess of the 

ceiling. 

Restrictive features 
regarding right to 
se~17mortgage land: 

2. The position regarding right to sell/mortgage in respect 

of different categories of land holders is indicated below: 

category of 
landholders 

( 1 ) 

Andhra Area 
1. Land holders 
2. Tenants of 

Right to 
sell 

(2) 

Yes 

(a)Inam lands belonging Yes 
to religious, chari-
table institutions, etc. 

(b)Others No 

Right to mort
~ 

(3) 

Yes 

Yes 

No 



category of 
landholders 

( 1 ) 

Telangana Area 

1. Land holders of 
(a)Fragments 

(b)other lands 

2. Tenants 
(a)Protected 
(b)Others 
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Right to 
sell 
--c2) 

Right to 
mortgage 

(3) 

Yes, but only to Yes? to 
a holder of con- Government 
tiguous plot in and Co-
such a way as not operatives. 
to leave a fragment. 
Yes, subject to 
his retaining 
the minimum area. 
They can sell to 
non-agricultu
rists only with 
the permission of 
the Collector. 

No 

No 

Yes, except
ing posse
ssory mort
gages. They 
can mortgagE 
land to non
agricul tu
rists if 
the transac
tion is of 
a bona fide 
character. 

Yes 
Yes, but on 
to a co
operative 
farming 
society of 
which he 
is a member 

3. Further, in terms of Section 4 of the Agency Tracts and 

Land Transfer Act, any transfer of immovable property situated 

within the Agency Tracts shall be absolutely nu+l and void 

unless made in favour of another member of a hill tribe or with 

the previous written consent of the Agent. 



Moneylending/Debt 
Relief Measures 

-80-

4. Section 13 of the Madras Agriculturists Debt Relief 

Act IV of 1938, in force in the non-Telangana areas, provides 

for rate of interest payable on new loans borrowed by agricul

turists, after commencement of the Act, being restricted to 

6i% per annum simple interest. There is no exemption in favour 

of commercial banks. In the Telangana area, the Hyderabad 

Debtors' Relief Act (XVI) of 1956 is in operation and it exempts 

from its operation debts and liabilities due to a scheduled bank. 

But dues to other commercial banks are not exempted. 

5. Hyderabad Jagirdars' Debt Settlement Act 1952, provides 

that no alienation of any property belonging to a debtor who 

is a party to any proceeding or award under this Act, made by 

him, before all his debts are discharged, shall be valid except 

with previous sanction of the Government. Therefore, while advan 

cing loans to Jagirdars, it has to be ascertained whether any 

proceddings under the Act are still pending and whether sanction 

of Government was obtained for making the alienation. 

Difficulty in acgulrlng 
a charge on land already 
charged to a Co-operative 

6. Sectiorn35 and 36 of the Andhra Pradesh Co-operative 

Societies Act 1964 provide for creation of a charge in favour 

of a co-operative society in regard to movable assets of a 

member for the amount due by him to a society. Under this, a 

first charge is created upon the agricultural produce of the 
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land. Section 36 provides for creation of a charge on the immo

vable property of a member for the loan borrowed through decla-

ration. This is, however, subject to land revenue and to the 

claims of any person in whose favour a charge or mortgage has 

been created before the date of registration of declaration. 

7. A mortgage executed in favour of land mortgage bank shall 

have priority over any claim of the Government arising from 

loan granted under Land Improvement Loans Act, 1883 subsequent , 
to the execution of the mortgage. 

Lack of facilities to 
create equitable mortgage 

8. Very few towns in the state have been notified to faci-

litate creation of equitable mortgage on landed property. 

Exemption from stamp duty, etc. 

9. Co-operatives are exempted from payment of stamp duty, 

registration fees and charges for obtaining non-encumbrance 

certificates but commercial banks are not exempted. 

Lack of facilities regarding 
recovery of loans 

10. When borrowers default, co-operatives can ensure reco~ 

veries without the intervention of courts because the Registrar 

of Co-operative Societies or persons authorised by him are deemec 

to be Civil Courts. Similarly, land mortgage banks can bring 

the hypotheca land to sale without intervention of court. Such 
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facility is not available to commercial banks. Furthe~ assets 

offered by cultivators as security to commercial banks are not 

included specifically in the category of non-attachable assets. 

The relevant provision of the Civil Procedure Code should spell 

out in clear and specific terms the assets of agriculturists 

that are to be considered non-attachable. 

Procedure for registering 
documents etc. 

11. Under the Andhra Pradesh (Telangana Area) Tenancy and 

AgricUltural Lands Act, 195q farmers cannot create valid mort

gage without obtaining alienation certificates from the teh-

sildars. Extracts from revenue records~ whenever required, 

are also to be authenticated by tehsildars. Non-encumbrance 

certificates have also to be obtained from the concerned 

offices. Besides, sufficient time is also required to get 

documents registered with the Sub-Registrar. This can be 

simplified such as to provide automatic registration as in the 

case of mortgages in favour of land development banks. 

Miscellaneous 

12. Since mutation of entri.es in pattas is not made imme-

diately after a sale, recourse to Village Account etc., is 

necessary to ensure that there has been no alienation of land. 

Sometimes, joint pattas only are available and in that event 

the failure ofarv OITe pattadar to pay land revenue can bring 

the entire holding for sale. Facilities for issuing separate 
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pattas should, therefore, be made. Banks have to satisfy them

selves that the intending borrowers have no borrowing arrange

ments with co-operatives and thefore need a 'no-dues' certificate 

from the co-operative. These are difficult to get at times. 
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2. .ASSAM 

Land Reform Measures: 

Ceiling on land-holding 

13. The Assrun Fixation of Ceilings on Land Holdings Act, 

195~ stipulates the maximum extent of land that can be held 

by a person at 150 bighas. This provision does not apply to 

lands held for special cultivation of tea etc. Any transfer 

including usufructuary mortgage with a view to circumvent the 

provisions of the Act is null and void. This restrictive 

provision will apply to commercial banks but not to co-operative 

land mortgage banks. 

Restrictions on Sale/Mortgage 
of land 

14. Only the proprietors, land-holders or settlement-holders 

having the status of land-holders enjoy full ownership rights 

and therefore can create encumbrances on land. A settlement-

holder who is not a land-holder has neither heritable nor trans-

ferable rights. 

15. There are various classes of tenants such as privileged 

tenants, occupancy tenants, non-occupancy tenants, under-raiyats 

adhiars etc., and none of them can create encumbrances on land. 

15(a). In the hill districts, land is under the control of the 

respective "district councils" which promulgate necessary regu-

lations regarding sale, transfer, mortgage etc., and in doing 

so they impose vigorous restrictions on the transfer of land 



from tribals to non-tribals. 

Moneylending/Debt 
Relief Measures 

16. The Assam Moneylenders' Act,1934, defines moneylender 

as a person who grants a loan and thus may not include a commer-

cial bank. Section 2(c) of the Assam Debt Conciliation Ac~ 

1936, defines 'Creditor'. The loans due to commercial banks 

are not, however, likely to come under the purview of the Act. 

Creation of Charge 
on land 

17. There is as yet no provision for the creation of a charge 

against land or interest in land in favour of a co-operative by 

a member. 

18. A mortgage executed in favour of a land mortgage bank. 

has priority over any claim of the Government arising from a 

loan granted under the Land Improvement Loans Act, 1883,or 

Agricultural Loans Act,183~ granted after the execution of the 

mortgage. This facility is not available to commercial banks. 

Lack of Facilities to 
Create Equitable Mortgage 

19. No place in the State has been notified to facilitate the 

creation of equitable mortgage on landed property. 

Lack of facilities regarding 
recovery of loans 

20. Under the provisions of the Assam Co-operative Land 

Mortgage Bank Act, 1960, if any instalment or part thereof 
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payable under mortgage executed in favour of land development 

bank remains unpaid for over a month, the bank can approach the 

Registrar for recovery by distraint or sale of the produce of 

the mortgaged land including the standing crop. The land 

development bank is also empowered to bring the mortgaged 

property to sale without the intervention of the court if a 

clause to that effect is made in the mortgage deed. SUch faci

lity is not available to the commercial banks. 
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~BIHAR 

Land Reform Measures: 

Ceiling on land-holding 

21. The Bihar Land Reforms (Fixation of Ceilings and Acquisi-

tion of Surplus Lands) Act, 1961, stipulates a ceiling of 20 

acres of Class I land, 30 acres of Class II land, 40 acres of 

Class III land, 50 acres of Class IV land and 60 acres of 

Class V land in respect of an individual land-holder, partner

ship firm, private or public limited company. Section 29 pro

vides certain exceptions but these do not include commercial 

banks. 

Restrictions on 
SalelMortgage of land 

22. Ryots not belonging to scheduled castes and backward 

classes can sell and mortgage their lands (simple or usufruc

tuary) without any restrictions. Ryots belonging to scheduled 

castes, scheduled tribes and backward classes can enter only 

into a usufructuary mortgage with another ryot of the same 

class but for other transfers including sale, Collector's 

permission is necessary. 

23. In Santhal Parganas district of the state, ryots belong-

ing to aboriginal tribes are not allowed to sell or mortgage 

their lands. Other ryots in the district are not allowed to 

sell their lands but can enter into bhugat bandha (complete 

usufructuary) mortgage upto one-fourth of their paddy and first 
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class bari land (upland) for a period not exceeding six years 

with a land mortgage bank, grain gola, co-operative society or 

a ryot of the same district. Further, on the expiry of the 

period of transfer, no further transfers of any of the lands 

of the transferor ryot shall be permissible for a period of 

six years. 

24. In the Chhotanagpur Division of the state (comprising 

the districts of Ranchi, Palamau, Singhbum, Hazaribagh and 

Dhanbad) ryots belonging to scheduled castes, scheduled tribes 

or backward classes can sell to another aboriginal resident 

with the permission of the Deputy Commissioner. They can enter 

into a complete usufructuary mortgage only. Other ryots in the 

area can sell and transfer by simple mortgage their rights in 

the holding to another person who is a resident within the local 

limits of the district in which the holding is situated or to 

a co-operative society. Further, a ryot can enter into a bhugat 

bandha mortgage of his holding for any period not exceeding 

seven year& If the mortgagee, however, is a co-operative 

societ~ the period can extend upto 15 years. 

25. Non-occupancy ryots, under-ryots and share-croppers in 

the s"tate are not allowed to sell or mortgage their lands. 

Moneylending/Debt 
Relief Measures 

26. The Bihar Moneylenders' Ac~ 1938, and the Bihar Money-

lenders (Regulation of Transaction) Act 1939. provide some , , 
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4. GUJARAT 

Land Reform Measures: 

ACquisition of 
agricultural lands 

32. Sale of agricultural land to a non-agriculturist is 

prohibited in Gujarat region of the state by Section 63 of 

the Bombay Tenancy and Agricultural Lands Act, 1948, and in 

Saurashtra region of the state by Ordinance No. 54-XII of 

1949, Saurashtra Ghar Khed, Tenancy Settlement and Agricultural 

Ordinance. The co-operative societies including land develop-

ment banks, however, enjoy exemption from the above provision. 

Transfer of a fragment 

33. Transfer of land, which is considered as a fragment as 

per the Bombay Prevention of Fragmentation and Consolidation .f 

Holdings Act, cannot be made to anyone except a neighbouring 

agriculturist. Co-operatives are not exempted from this res

triction. 

Acquisition of Agricultural 
Lands in excess of Ceiling 

34. The Gujarat Agricultural Lands ceiling Act, 196q prohibits 

acquiring of land in excess of ceiling. Section 3 of the Act 

provides exemption to co-operative societies including land 

development banks for acquiring lands in excess of ceiling. The 

commercial banks are not, however, exempted. 



Restrictions on sale/mortgage 
of land 
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35. In the former Bombay state area and Kutch area of the 

state, land-holders can sell their lands subject to the condi

tion that the purchaser is an agriculturist or an agricultural 

labourer. The Collector may allow sales to others if (i) the 

purchaser's holding does not thereby exceed the ceiling laid 

down, (ii) the sale is made according to the priorities of 

purchasers fixed and (iii) price is below the maximum fixed. 

The land-holders are allowed to mortgage their lands; they 

cannot, however, create a mortgage \vi th possession in favour of 

a non-agriculturist. These restrictions are, however, not 

applicable in the case ef sale/mortgage to a co-operative 

society. 

36. Tenant purchasers in the area can sell and mortgage 

their lands with the permission of Collector. Other tenants are 

not allowed to sell or mortgage their lands but they can create 

a charge on their interests in land in favour of a co-operative 

society. 

37. It may be mentioned that Gujarat Government has recently 

passed a resolution according to which cultivators with nevI and 

restricted tenures can now mortgage their lands in favour of 

the state Bank of India as security for loans for the purposes 

mentioned in the Land Improvement Loans Act and the Agricultu-

rists' Loans Act. 
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38. In Saurashtra area of the state, the occupants can sell 

or mortgage with possession their lands subject to the condi

tion that the holding of the purchaser/mortgagee, together with 

the land already held by him, does not exceed three economoc 

holdings. They can mortgage their lands to anybody by way of 

simple mortgage only. Occupants of fragments can sell and 

mortgage their lands only with the Collector's permission and to 

the holder .f a contiguous survey number. In the case of the 

person holding contiguous survey nuraber refusing to purchase the 

land, it can be sold to Government. 

Moneylending/Debt Relief 
Measures 

39. As per Section 3 of the Saurashtra Agricultural Debtors' 

Relief Act, 1954, and the Bombay Agricultural Debtors' Relief 

Act, 1947, debt and liabilities of a debtor ~f scheduled banks 

as well as those of co-operative societies are exempted from the 

purview of the Act. 

40. However, other restrictive provision which the commer

cial banks will have to take note of is that Section 40 of the 

Bombay Agricultural Debtors' Relief Act, 194~ does not 

permit any alienation of any property belonging to a debtor, 

who is a party to any proceedings under the Act, made by him 

before all his debts are discharged except with the previous 

sanction of the court. As per Section 38 of the Saurashtra 

Agricultural Debtors' Relief Act, 1954, the permission of the 

Government instead of court is required. 
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41. Further, Section 53 of the Bombay Agriculturists 

Debtors' Relief Act 1947 and Section 58 of Saurashtra Agricul-
~ , 

tural Debtors' Relief Ac~ 1954, provide that no person who is 

a party to any proc~edings or award under the respective Acts 

and who is related to a resource society or to any person 

authorised under the Act for seasonal finance, shall hypo

thecate or se11 the standing crops or the produce of his land 

without previous permission of the society or of the person 

until such loan has been repaid in full. 

Difficul ty in acqul_"'lng a charge 
on land already C'he:-~~f) G. 
co-operative 

42. Section 48 of the Gujarat Co-operative Societies Act, 

1961, provides for creation of a first charge in favour .f 

co-operative societies on the property of its debtor in respect 

~f debt or outstandlng demand owing to such society by its 

member. The charge created by a member in favour of commercial 

banks would, therefnre, be void. Further, Section 122 of the 

Act provides priorj ;:-y to mortgage executed in favour of land 

development ban~c ov,~r any claim of the Government in respect 

of loan given for improvement of land. Such facility is not 

available to commer2ial banks. 

Lack of facilities ~o 
create equi taole m!"";::-tgage 

43. Creation of charge by deposit of title deeds can be 

effected only in il:-portant mercantile centres. 
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Exemption from stamp Duty etc. 

44. Remission of stamp duty is granted in respect of borrowers 

of (i) land development bank upto a loan of Rs 5000, (ii) other 

co-operative societies upto a loan of Rs 2000, (iii) State Bank 

of India upto a loan of Rs 5000 for any purpose under the scheme 

ef agricultural finance of the bank and (iv) commercial banks upt< 

a loan of ~ 5000 borrowed for the purpose of electrification 

of wells and financing of pumps and other agricultural implements. 

Commercial banks do not enjoy such exemption in respect of loans 

for other agricultural purposes. FUrther, in respect of issue 

of encumbrance certificates, the land development bank is given 

full remission of the charges upto a loan amounting to Rs 2000 and 

half of the usual charges on loans exceeding Rs 2000. Such an 

exemption is not available to the commercial banks. 

Lack of facilities regarding 
recovery of loans 

45. The co-operative SOCieties including land development 

banks can recover their dues as arrears of land revenue. Such 

facility is not available to commercial banks. Further, in the 

case of the land development bank, the certificate of the Regis-

trar of co-operative societies is considered final and conclu-

sive as to the arrears due to land development bank. The 

Registrar is also authorised to grant conditional attachment 

of the property of the mortgagor until the arrears due to land 

development bank are paid by him. The land development bank 
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has been empowered, in addition to any remedy available, to 

bring the mortgage property to sale by public auction in· case 

of default by the borrower. Further, in case of default in 

payment of any instalment for more than one month, the land 

development bank. can recover the same by distraint sale of 

the produce of the mortgaged land including the standing 

crop thereon through the Registrar of Co-operative Societies. 

Such facilities regarding recovery of loans are not available 

to commercial banks. 

S!mplificstion of the procedure for 
registering documents etc. 

46. Section 125 of the Gujarat CO-O'J:~-ati~l'::: Societies 

Act, 1961 provides a facility to land development banks whereby 

a mortgage deed executed in the office of the land development 

bank by the borrower can be treated as registered under Indian 

Registration Act by simply forwarding a copy of the instruments 

within the prescribed time to the ~egistering authority. 

This facility provides exemption from payment of registration 

fee by the borrmolers and avoids botheration of undergoing 

registration procedure. The Act also provides exemption to 

an officer of the land development bank from personally 

appearing before registering officers. Further, the Act 

provides for creation of charge on land which is recorded 

under the record of rights register maintained under the 

Land Revenue Code. The above facilities are not available 

to commGrcial banks. 
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5· JAMNU A11D KASJ-llvUR 

Land Reform Measures 

47. Nortgage or charge on landed property of any shape 

cannot be created in favour of any person/institution who 

is not citi7en of Jammu and Kashmir. Further, the transfer 

of agricultural land or any interest therein il1 the State 

is restricted to the following institutions: (1) Goverrwent 

(~) Local Body (3) Land Development Bank (4) Co-,perative 

Societies and (5) Pancpayat. 

6. _KEAALA 

Land :~eform Measures 

Acrruisition of Agricultural Lands 
in excess of ceiling 

48. The Kera1a Land heforms (Amendment) Bill 19£8, which 

is before the Select Committee, ~ro~)oses cei1in:. not only 

on paddy lands but also on lands under rubber cultivation and 

other cash crops. Further, cei1in~ on land will be governed 

by the size of the family. The lending bank may, therefore, 

have to know the ectua1 numb~r of members in a family. 

Restrictions on Sale/Mortgage 
of Land 

49. The full proprietors can sell and mortgage their 

lands without any restrictions. The cultivating tenants 
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who are entitled to purchase the landlords' rights are 

deemed to have purchased their lands when they deposit the 

first instalment of the price (which can be paid in 16 equal 

annual instalments). These tenants c~n mortgage their interest 

in land. Other tenants are not allowed to sell their lands 

but they can alienate their rights in land. 

50. It may be mentioned thk~t the tenancy rights as 

prescribed under the existing legislation recognise multipli

city of tenants who can claim right in the land, and hence 

land as a security ceases to be attractive. It is difficult 

to get a clear document establishing the rights of the 

borrower to a piece of land. 

Moneylending/Debt Relief Measures 

51. The Kerale Agriculturists' Debt Relief Bill, 1968, 

which seeks to provide relief to indebted agriculturists 

whose tot?l amount of debts does not exceed twenty thousand 

rupees, provides that for determining the amount due to a 

bankinr' company for the purpose of fayment under this Act, 

interest shall be c~lculated at the rate applicable to the 

debt under the law or contract or the decree or order of 

court under which it arises or at seven per cent per annum 

simple interest, whichever is less, with effect on and from 

the commencement of this Act. Further, the Bill also provides 

that not more than one-half of the principal shall be payable 
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towards interest which accrued due till the commencement 

of this Act. The above provisions, however, will not be 

applicable to any debt exceeding thre~ thousand rupees 

borrowed under a single transaction and due before the 

commencement of this Act to any banking company. 

52. The Bill further provides that in the case of debts 

due to a bankinf company, the number of instalments in which 

the debt shall be repaid shall be twelve where the debt does 

not exceed three thousand rupees and eight where it exceeds 

three thousand rupees. 

~emption from stamp duty 

53. The c~perative societies, unlike commercial banks, 

are exempted from stamp duty. 

Lack of facilities regarding recovery 

54. The loans due from members to the co-operative 

societies can be recovered according to th(~ laW and the rules 

for the recovery of ~rre~rs of land revenue and without 

resort to a Civil Court. The powers of the ~evenue Department 

Officials are vested in the Officials of the Co-operative 

Department for the purpose. 
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M 
t-eo MADHYA PKAI1~SH 

Land .Reform Neasure.s 

Acquisition of ~~ri~ultural 
Lands in exce~s of Ceiling 

55. The transf£~ or Snl~ of land is not permissible if 

it would resuJ.t in the trC'1nsferee or purchaser acquiring 

land in excess of the ceilirie (25 standard acres) laid down 

in the Madhya Pradesp Ceiljng of P~ricultural Holdings Act, 

1~60. Co-operative societies are, however, exempted from 

these provisions. 

destrictions on ~alp/mortgag~of la~d 

56. The Db~misramis, who fonn the biggest group among 

the lan~-holde~s, can sell/mortgage their lands subject to a 

condition that such transfer will not r2sult in his holdine 

less than 5 acres of irri~at c2 land or 10 acres of unirrigated 

land. This restric~ion, howev~r, does not apply in the case 

of a sc.le/mortsage to a (,,~-0p2r ... tive society. Bhumiswa.mis 

belongiTlg to the ab'_':oiginal tribes a re allowed to sell/ 

mortgage to only tr.:'se wi thin their tribe and to others only 

with the permission of the prescrihed authority. Such 

permission is not n~cessary if the sale/mortgage is to the 

Government or a co-o?erative society. The occupancy tenants 

are not allow£d to sell their lands but they can transfer 

their rights in 1_ar:.':: to Goverrn~ent and co- operati ves. The 
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ordinary tenants cannot sell or mortgage their lands. 

Moneylending/Debt ~elief Measures 

57. The Anusuchi t Janjat i Rin~. Sahayata Adhyadesh, 1966 

provides for the relief of in0ebte(lness of members of 

scheduled tribes. 5ut Section 6 of the Adhyadesh [rants 

exemption to all bunks. 

Difficulty in acquiring a charge on land 
already charged to a co-operative 

58. Section 41 of the M.P. Co-operative Societies Act, 

1960,provides that subject to the prior claims of the Govern

ment in respect of land revenue or any money recoverable as 

land revenue and to the claims of land development banks 

in respect of their dues and to the charge if any, created 

under an award made under any law for the time bein~ in force 

relatin~ to a~ricultural debtors, there shall be a first 

charge in favour of the society on the land or interest 

specified in the declara.tion, for an~ to the extent of the 

dues owned by him o~ account of the loan. 

Lack of facilities to create 
equitable mortgage 

59. There are no notifiec centres where title d~eds of 

the borrowers to their l~nd or property can be deposited. 

ixemption from stamp duty 

60. Co-operatives are exempted from stamp duty. It is 
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:)ointecl out thf't starn) dut" and re istration charries 
• - I ~ ~ 

approximately work out to 3% of the loan. Banks desire 

that they may be exempted from payment of these charges. 

Facility regarding registration of 
mort~'a"'es _, .... c=.-.;:;.~ 

61. Section 3f(1) of the M.P. Co-operative So~ieties Act, 

1960 provides trat it would not be necessary to register the 

mortgare deeds executed in favour of land develoi)ment banks 

by the debtors and thpt it would be sufficient if a copy 

of the mort0J8Le deed is for'V'8rded to the registering officer 

concerned within the specified period. On the other hand, it 

is pointed out that after obtaininL a loan from one commercial 

bank on the basis of equitable mortLage, the borrower may 

mort~a~e his land in favour of another bank by a registered 

mortgage. The banks, therefore, desire that the ~egist~er 

of l~surances and the Tehsildar should register the charge 

created in their favour by the borrower under an equitable 

mortgage. Further, the banks desire that they should be 

issued encumbrance certificRtes by the Registrar of Assurances 

e.s it is being done by them for co-operative banks. 

Lack of facilities regarding 
recovery of loans 

62. The commercial banks desire that they may also be 

eiven facilities similar to these given to co-operative 

societies in respect of recovery of their dues. 
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~ MADRAS 

Land Reform Measures 

Acquisition of Agricultural lands 
in excess of the ceiling 

63. The Madras Land deform (Fixation of Ceiling on 

Lan~) Act, 1j61 stipulates ceiling on the land which a 

person is entitled to either own or possess as possessory 

mortgage at 30 standard acres. No exemption is granted 

to the co.op~rativc banks or ·commercial banks. 

Difficulty in attaching 
agricultural lands 

64" A cultivating tenant cannot be evicted from his 

holding or any part thereof except as providen under the 

Madras Cultivating Tenants Protection Act, 1955. 

&estrictions on sale/ 
mortgage of land 

65. The ratta holders possess full proprietory rights in 

holdings and they can sell/mortgage their lands without any 

restrictions. The tenants cannot sell or mortgage their 

lands. 

Moneylending/Debt ~elief Measures 

66. Section 13 of the Madras Agric~lturists Relief hct, 
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1938 sti~ulates that in any proceedings for recovery of nebt, 

the court shall scale down all interest due on any debt 

-:.ncurred by an agriculturist after the commencement of this 

Act, so as not to exceed a sum calculated at ~% per annum 

simple interest. Section 13 also pr0vides that the State 

Government may, by notification in the official Ga7ette, 

alter and fix any other rate of int~rcst from time to time. 

The dues of Government and co-operative societies have been 

exempted from the above provisions. Commercial banks includin~ 

scheduled banks do not, hOT,rever, en~oy such exemption. 

Priorit~, of land development bank 
over the mortgage land 

67. The Madras Co-operative Land t1~rti;a~e Bank Act J 1934, 

provides that a mortgnge executed in favour of a land mortgage 

bank after the Madras Co-operative Land Mort_a~e Banks 

~l~endment) Ordinance 1968 shall, subject to the claim of the 

Government in respect of land revenue, have priority over all 

other claims against the property secured by such mortgage. 

Lack of facilities to create 
equit8ble_~~rt~aee 

68. Cre8tion of charge by deposit of title deeds CRn be 

·,:;ffected only in seven centres (But it is likely to be 

extended to all district head-quarters). In some cases, 

agriculturists pre unable to produce proper title deeds 

in respect of land owned by t~em. 
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Exemption from stamp duty 

69. The co-operative societies are exempted from payment 

of stamp duty. Conuncrcial hanks, however, do not enjoy 

surh an exemption. 

Lack of facilities regarding 
recovery of loa~ 

70. The commercial banks desire to have power to recovery 

by arbitrction and execution. 

9,. N1-JiL.{j~SHT i.{A 

Land RefJrm Measures 

ACGuisition of agricultural lands 

71. Section 63 of the Bombay Tenancy and Agricultural 

Lands Act, 1948,stipulates thet sale of land {including scles 

in execution of a d~cree of a civil court - or for the 

recovery of arrears of land revenue)5 gifts, exchcl.Oge or lease 

of land or interest therein or possessory morteage of any land 

can be made only to an agric11lturist. Sales effected by or 

in f!3.vour of a co-operative society are, however, exempted 

from this provision. 

Acquisition of lands in 
excess of ceiling 

72. Section 9 of the Mah,l\rashtra Agriculture.l Land (Ceiling 

and Holdings) t~ct, 1 ~61, prohihi ts acquisition of any land by tmru. 
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or parti,tion (after the appointed dl"te i. e. 4-8-1359) which 

together with any land already held by him will exceed the 
I 

total ceil ing Area. CO-'Jperati ve land development banks, 

however, enjoy exemption from this provision. 

Restrictions on trp-nsfer of 
!!,?gments 

73. In terms of Section 7 of the Bom~ay Prevention of 

Fragmentation and Consoli(~ation of Holdings Act, 1~41, no 

person can tre.nsfer any fragment in respect of which a 

notice has been given unrler sub-section (2) of Section 6 

except to the owner of the cOIltif:,uous survey number. Mortgrge 

or trcnsfer to a co-operative society/land mortg~ge bank is 

exempted. 

Difficulty in attaching 
lands 

740 Interests in the land held by a tenant cannot be 

attached, seized or sold in execution of a decree or order 

of Civil Court. 

Restrictions on sale/ 
mortgage of land 

75. T~ e land-holders can sell and mortgage their lands 

subject to the restrictions mentioned above. They can 

mortgage th~ir lfmds to an;,body by way of a simple mortgage. 

The tenant-purchasers in the state can sell their lands only 
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with the permission of the Collector. They can mortgage 

their lands only to co-operatives. Other types of tenants 

are not allowed to sell their lands but they can mortgage 

or create a charge on their interest in tenanted lands in 

favour of the State Government or co-operative societies. 

76. Section 36 of the ~evenue Code provides that the 

State Government by notification in official gazette may 

declare that the occupancies of persons belonging to scheduled 

tribes in the state as a whole or in part thereof shall not be 

transferred except with the previous permission of the 

Collector. 

Moneylend~ng/Debt Relief Measures 

77. The Bombay Agricultural Debtors' Relief Act, 1947, 

exempts dues owed to scheduled banks. But certain other 

restrictive provisions in the Act may be mentioned here. 

Section 40 of the Act prohibits the Rlienation of any property 

belonging to a debtor who is perty to the proceedings under 

the Act or award registered under the Act, ma.de by him 

before all his debts are discharge8 except with the previous 

permission of the Court. According to Section 53, no person 

who is p part:·T to any proceedings or award under this Act 

and who is related to a reS0urce society or to any person 

authorised to advance loans under Section 54 of this Act 

for sepsonal finance shall hypothece.te or sell the standing 
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crops or the produce of this land without previous permission 

of the society or of person until such loan has been repaid 

in full. The commercial banks have to take prec~ution while 

advancing loan to such persons to ensure thC'_t they are not 

adjudged debtors an,j if so the debts have been cleared. 

Moreover, Section 53 makes it permissive for the Government 

to authorise persons in local areas who advance loans to 

these debtors a~'C\ inst hypothecat ion of crops. The connnercial 

banks hs.ve L.Ot been notified ('s authorised persons for making 

advar..ces to get ov~r any difficulty of making advances to 

adju~ped debtors. 

Difficulty in acquiring a charge on land 
already Cha.rged to a co-operative 

78, Section 48 of the Maharcshtra CO-':)perative Soci~ties 

Act provides that a member of the co-operative society shall 

make a declare.tion creating a charge on his lan(~ for the 

repayment of his dues to the society. No member shall 

al1ienate in whole or in part the land specified in such a 

declaration until the whole anO'Jnt of loan with interest is 

repaio in full. Any alienation IllA.de in contravention of 

this shall be void. 

Lack of facilities to create 
gguitable mortgage 

79. Cre~tion of ~ charge by Jeposit of title deeds can 
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be effected only in ~ombay city. No 0ther town h~s been 

notified so far for this purpose. 

Exempti~E from stnmp duty etc. 

80. CO-0perative societies are exempt from stamp duty 

and registration fees. 

Lack of facilities regarding 
recovery of loan~ 

81. In the case of co-opl;;!rative societies including 

land developm2nt banlrs, the l~egistrar can grClnt certificete 

that the dues are recoverable as Arrears of land revenue. 

Further, if an instalment due to the land development bank 

is due for more than a month but l~ss than a year, the 

Registrar or C~llector can take action for distrain end sale 

of the produce of the mortgC'ged land. Mortgs.ges in fFlvour 

of lend development bank hElve priority over loans grented 

subsequently under Land Improvement Loans Act, 1883,or 

ALriculturists' Loan Act, 1884,or any other loan. Such 

facility is not available to commercial banks. 

Simplificetion of procedure 
for registering documents 

82. These difficulties are the same as experienced in 

other States e.[. Mysore, Andhra Pradesh, Uttar Pradesh, etc. 
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to. MYSORE 

83. SAles can be made even it be in exec~tion of 0 

Court i:'·ecree only to an agriculturist (who has land within 

the ceilinr limit) ano on agricultural labourer. Sales in 

t~is context include gifts, exchanges and also possessory 

mortgages ~ The Co-operative societies are exempted from 

these provisions. Further, simple mortgage and alienation 

of any plantation are also exempted. 

Acquisition of lenG in excess ofoeging 

84. Co-op~ratives a.re exempted from the restrictive 

provision regerding acquisition of agricultural l~nds in 

excess of the ceiling fixed (Le. 18 stancl.ard acres). 

Difficulty in ~ttaching land 

85. The interest of a tenont in any land cannot be 

atteched, sei~ed or sold in execution of a court decree. 

But such steps c.an be taken in respect of a decree in favour 

of dues to Government and co-operatives. 

Restrictions on SAle of fragments 

86. Disposal of land th~t will result in creation of 

e fra.gment and sale of such fragmented land either privately 
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or through courts, is forbi(k~en. Lanc:s answering the above 

description cannot be brought to sale even by co-operative •. 

Restriction on right to sale/mortgage 
land 

87. LAnd-owners Cfln sell Clnd mortgage their lands subject 

to the above restrictions. Land-owners who have resumed land 

from tenants for personal cultivation cannot sell such land 

for six years from sur.h resumption except to the evicted 

tenent. They cali mOItgage land in ff.lvour of Government or 

a co-operative society. New owners cannot sell or mortgage 

their lands within six years from the date of acquiring 

occupancy rights. How~ver, they can mortg~ge their lands to 

Government or a co-operative society. Tenants are not 

allowed to sell their lands but they can mortgage to Government 

or a co-operative society. 

Moneylending/Debt Relief Measures 

88. L debtor tdth f'.n :1ggreg8te e.nnuCl.l income of less 

theo.n Rs.5000 in ce se he is en ind i vidual or Rs. 10000 in case 

the debtor is an un(livided Hindu family can claim debt relief. 

However, such relief is extended only if debts are less than 

~.20000. Debt owed to e cooperative society, a scheduled 

bank and debts arising from out of loans for financing of 

seasonal agricultural oper·tions ('ire exempted from the above. 

The exemption should be made availrLle to all commercial 

banks • 
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Difficulty in creatin"" char~e on land 
already charred to a co-ope~ative 

89. A member of a co-operative can make a declaration 

creatin.::;: a char~e on the land held by him as mmer or tenant. 

T~-.e cbar~e subsists till the loan is cleared. II char::;e 

createc. by a cultivator in favour of a cormnercial l'ank, 

d'\.!.rin~ the ~endency of a charc::.e ir favour of a co-oJ?erati Ve 

is void. C~~]mercia! banks claim that tee cl~r6e in their 

favcur should rank ne:::t to the one in favour of a co-o;erative. 

2~uitable mort~a~es 

90. T~~e facilit)' to create such a mortSA.ze is available 

only in 6 tOT.ms. 

Starn·) duty 

91. T~·.c slab ::ate ::.f fees fixed for stam;in~; of ordinary 

~ort~aue ~eeds is reduced if the mort~a~e is of cro;. 

;:7hether exist inc or not. The stamp duty is remi tteci if the 

~c~i=tration of mortr.a~es 

92. Re~istrat:7.on of mort~ases/leases in fav"ur of land 

mOTt .... arre banks is not re 'ui::-ed and it wO'~~-ld suffice if a co~")y 
u v ~ 

of the instrument is sent to the auti."1orities. T __ is facility 

is ~ot available to co-orcratives other tr .. an land !D.ort~aoe 

banl'~. 
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93. Loans d;le to co-operative societies can be recovered . 

as arrea~of lane revenue. T' is facility is not available 

to commercial banks. 

94. Morteaees executed in favour of land development 

bank have priority over any claim of the Government aris ing 

from a loan under Land Improvement Loans Act, 1H83,or the 

Agric~tlturists Loans Act, 1884 ,granted after execution of 

the mortgage deed. Similar protection is not available 

to commercial banks. 

10. ORISSA 

Land ileform 11easures 

Ceiling on holding 

95. Provision relating to ceiling on lAnd holding under 

the 'Jrissa Land ReforII5 Act, 19'-.,0 is y(~t to come into force 

owinp to an appe~l lying before the Supreme Court. 

Restrictions on sale/mortgage 
of land 

96 . ayot s can sell and mortgage thei r lands wi thout any 

/ 

restriction. However, transfer of a holding or part by a 

ryot belonging to scheduled tribes or scheduled castes is not 

recoenised except when it is ~n favour of a person belonging 

to a scheduled tribe or scheduled caste as the case may be 

; 
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or when such transfer is made with permission of the revenue 

officer. Share-croppers (3hagchpsis) are not allowed to sell 

or mortgage their land. 

Noneylending/Debt Relief l1easures 

97. The only debt relief legislation in the state is the 

Jrissa (Scheduled Areas) Debt i~elief Regulation, 1967, which 

aims at providing relief from indebtedne~s to the scheduled 

tribes. However, none of the provisions in the Act will 

apply to clnims due in respect of any liability to a cormnercie.l 

bank. 

Creation of a charge on land 

98. Section 34 of the Jrissf'. Co-operGtive Societies Act, 

1962 provides for the cre,tion of a charge on land in favour 

of a Co-operative Society. 

Lack of facilities to create 
equitable mortgage 

99. There are no notified centres in the state. 

Exemption from stamp duty 

100. Exemptionsfrom stamp duty, registr[,tion fee,etc., are 

given to co-oper~tive societies; such exemptions are not 

available to commercial banks. 
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101. Overdue loans of co-operatives can be recovered as 

arrears of land revenue. 

11 • PUll JAB (f:m JJ.:;B iJ-TD ZL'J{YllU~) 

Land Keform Measures 

Ceiling on land-hol~ing 

102. A IIpermissible limit n for holding of land by a lend 

owner is fixed at 30 standard acres in the case of local 

persons and 50 standard acres in the case of persons displaced 

from TJlest Pakistan. Further, there is e provision empowering 

the Government to declare as surplus, lanJ held under the 

personel cultiv~tion in excess of the permissible limit, and 

settle thereon the teiants ejected or to be ejected from 

within the permissible area of the owners. Therefore, while 

advancing loans against agri cuI tural lamJs, the banks haTa 

to note that the land mortgage is in the reserved area or 

permissible area of the mortgagor. 

Rights of Tenants 

103. A tenant cannot be evicted from a minimum area of 

5 standard acres until he is provided with alternative land 

by the Government. Further, there is a provision that a 
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tenant can purchC'se ownership of his terancy on payment 

of prescribed compensation, pr0videc the land comprised in 

his tenancy is not within the permissible limit of the owner 

end the ten~nt r~s been in possession of the land continuously 

for a period of six years. However, lands leased out by the 

Punjab ~tate Co-operativ~ Land. bortgl'lge Bank are exempted 

from these provisions. 

Restrictions on sale/mortgege 
of land 

104. Land-o~~ers can sell and morteage their lands, the 

right to sell being subject to pre-emption rights given to 

tenants and to the provisions of the Bast Punjab Holding 

(Consoli ~}ation an.'i FrAgmentr-.tion) Act, 1948. The tenants 

have no right to sell or mortgage their lands. 

Moneylending/ Debt R;l ief t1easures 

105. The Punjab Debtors' Protection Act, 1936, exempts dues 

owed to a dbank". The commercial banks, ther2fore, will not 

be subject to the restrictive provisions of the Act. 

Creation of a char&e on land 

106. The Act relating to co-operntives provide for the 

cres.tion of a charge in fpvour of co-operatives. 
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Lack of faciliti.;s to crer1 te equit?_ble 
mortgage 

107. t10rtgage by G2posit of title deeds of immovable 

property cannot be effected as none of the towns in the state 

are notified for the purpose. 

Exemption from stomp duty 

108. Mortgages registered in favour of co-operatives are 

exempted from payment of stnmp duty. 

~ck of facilities regarding 
recovery of lonns 

109. The land mortgage b~ks cen resort to sale of mortgcged 

property without intervention of the court. 

12. RAJASTHAN 

Le.nd .{eform Measures 

Accruisition of land in excess 
of ceiling 

110. The .:lajasthan Tenancy (FiXAtion of ceiling of land) 

GovernJTIent Rules, 1963,l"Bve been enforced from 1st i~pri1 1906. 

However, provisions relet ing to ceil ing on 1an\~ wi 11 not 

apply to land development banks an'".]. exemption in this regard 

is eiven to them under the Rajasthan Tenancy hct,1955. The 

State Government is empo~lered to grant exemption to p~rson 

or class of persons if it considers such exemption necessary. 
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111. I<hC'.tedc.r tenants can sell their lends subject to the 

ceilinr; on the purchaser's land. They can mortgage lends 

only in favour of Government or co-o2erntives or any institions 

notified in this bC:-lUlf by Gov8rn.TfLc:nt. :!ccontly the 

State Government he.s notified 12 commercial banks as a~encies 

from which i<.h::ltedor tenants can borrow by simple mortgage 

of rights in land. 

112. A Khated~r tenant who is e. member of scheduled caste 

or scheduled tribe cannot transf~r his interest in land to 

any person who is not f\ member of the scheduled caste or 

scheduled tribe. 

Moneylending/Debt ~elief Measures 

113. The .. -{ajasthan rtelief of A,:.riculturcl Indebtedness 

f ... ct, 1957, provides that the yrovision of this Act shall not 

affect liability to a bC1nk an 1 bank for the purposes of the 

1'~ct hns been defined as a banking company defined in the 

Bankinr. i{egnlation Act. 

Crc~tion of a charge on land 
already chargerl to .~o-operative 

114. Cre~tion of a charge in fovour of comm~,:rcial banks 

on the lanes already chargee to a co-operative is void. When 
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the ownership of the property h~s been transferred, the 

chArge is available not only azainst th'=! purchaser but also 

aeainst transferee. 

Lack of faci1iti~s to create equitable 
mortgare 

115. There appears to be no provision regarding creation 

of equitable mortgage of agricultural lends. 

Exemption from stamp duty 

116. The commercial banks unlike co-operatives do not 

enjoy exemption from stamp duty. 

Lclc1 of facilities regarding recovery 
of loans 

117. T1-,\~ land development bank can apply to the Collector 

to recover all dues includin~ the cost of such recovery. 

The bank can 81so bring the rro?erty to sale without interven

tion of Court. 

SimD1ificetion of the procedure for 
issuing non-encumbrance certificates 

118. It is pointed out that considerable time is lost in 

obtaining non-encumbrance certificetes in respect of land 

holdings from the sub-Registrar's Office. 
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:119. In the case of usufructuary mortgage, the terlant 

holder except ·me belonging to scheduled caste and scheduled 

tribe, has right to transfer his rights in whole or part 

of his land holding fo~ a period not exceeding ten years to 

any person includinr a commercial bank. By vi:r:tue of section 

43(13) of the aajasthan Tenancy Act, 19~:', a usufructuary' 

mortgage of any land shall, upon the expiry ,of the period 

mentioned in the mortgage deed, be deemed to hcve been satisfied 

in full without any payment whatsoever by th~ mortgagor and 

the mortgege debt shall accordingly be deem~d to hove been 

exttnguished Rnd ther2upon, the mortgaged land shall be 

redeemed and possession thereof shall be delivered to the 

mortgagor free from all encumbrances. 

13. UTTAR PR/J)f~SH 

Land Keform Measures 

Acquisition of land .in excess 
of ceiling -

120. The U.P. ~amindari ;.bolition and Land H.eforms Act. 
o '. • 

1950,stipu~ates the ceilin~ on 1a~~ to be held by a p~rson 

at 12\ acres. The land development banks are t;;xempted from 

this provision. However, comm2rcial banks do not enjoy such 

exemption. 
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Restrictions on.~ale/mortgage 
of leLrur-

121. Bhurnidars can sell and mortgage their lands, the 

sale of land being subject to the condition relating to 

ceilin[ on the purchfl.ser's land. A siMurh8s no right to 

trnnsfcr his holding by sale. This right to transfer his 

interest is limit2d for specific purpose. He can create 

mortgage only in favour of a co-operative society and State 

Government. Recently, however, a provision is made enabling 

tpe Sirdars to mortg,"Ige their lands to State Bank of India 

and other scheduled banks and U.P. ~ro Industrial Cor-

PC?ration Limited. Adivasis, Asamis and Bataidars '-share

croppers) cannot sell or mortgage their lands. 

Moneylendinr!Debt Reli~f Measures 

122. "lliile the United Provinces Debt H.edemption Act, 1 ~40 j 

excludes dues O'tV'ed to all the comm<2rcial banks, the U.P. 

ramindars' Debt Reduction hct, 1952, which provides for scaling 

dolt.'TI of debts of '7e.minr~ars whose estates have beer.. acquired 

by Government, excludes dues owed to scheduled banks but not 

the other commercial banks. 

Creation of a charge on land 

123." There is no provision in the existing co-operative 

law for creation of cha.rge on improve.ble property for the 

loans tal-en by agriculturists in favour of lending institution. 
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Acquisition of land in excess of 
ceilinp 

131. The West £.enral L?nc-:'eforms .{' ... ct, 1955, pr1vides that 

no ryot shall. be elltitleC:: to own more than 25 acres of land. 

A co-op2rative fFlrminr society is, hOT.rever, exempted from 

this provision. 

Restrictions on sale/mortg~ge of 
land 

132. A ryo~ ce'n se],l his land only to an ar.ricu1turist 

subject to the ceiling of 25 acres. They can mortgage 

their lands by way of only simple mortgage or a usufructuary 

mortgage for a period not exceeding 15 years. Transfer 

of a holdinp by n ryot belonging to the scheduled tribe is 

void except 'When [;uch transfer is made in fAvour of another 

member of the scheduled tribe or to a person not belonging 

to the scheduled tribe with the previous permission of the 

Revenue O~ficer. Barg~dars are not allowed to sell or 

mortg~ge their la~js. 

Moneylending/Debt Jelief Measures 

133. The Benga~ i-~ri.cultural Debtors' Act,1935,excludes 

debts owed to scheduled banks but not to other commercial 

banks. Further, the Bengal Honey ~.Lmd~rs' l~ct, 1940,which 

places restriction30n the r0te of interest, total amount of 

interest, the period of loan,etc., excludes all loans issued 

by scheduled bank[; or a bank. which has been declared to be 
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a notified bank for the purpose. It is g~thered that the 

Goverrunent has not so far notified any non-scheduled 

commercial bank to be eligible for this exemption. 

Leck of facilities to create 
equitable mortcaee 

134. The West Bengal Land JL~forms Act .1·~55, provides that 

a mortgage oy a ryot of his holding other than a simple 

mortgnge or a usufrutuary mortgage for a period not exceeding 

15 yeats shall be void. Tpis provision restricts creation 

of charge on land by e~uitable mortgage. Further, at present, 

equitable mortgrges can be cr2ated only in Calcutta. 

Exemption from stamp duty 

135. The expenditure of over Rs.20 per thcusand in addition 

to what has to be spent on mutation and search for encumbrances, 

is required to be incurred in respect of mortgages. The 

commercial banks f2el thet if the Government also does not find 

it possible to permit the creatjon of equitable mortgage of 

agricultural lends, it should exempt the commercial banks 

from paying st~mp duty. 

Lack of facilities regarding 
recovery of -loans 

136. According to the Public Demand Recovery l ... ct, a 

sp2cial proc~dure has been prescribed for the recovery of 
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GovernMent dues which get precedence over the dues of other 

creditors. This fncility has been extended to co-operative 

societies includinr the co-op..!rative land developm~nt 

banks. 

137. Co-operative dues get precedence over the dues of 

other creditors, even when they were issued after the issue 

of loans by latter a~ainst the mortgage of lp~d. 

Miscellaneous 

138. Sub-registrars mieht b2 asked to furnish the non

encumbrance certificates instead of the present practices 

of creditors' laWY2rs making the search and furnishing the 

certiflcetes. 

139. Land records had not beer. posted upto date. Even 

the land settlement for 1961 had not been completed so far 

in various districts of the State. L.s a result of this J 

mutation proceedin~·s tEll<~ considerable time. 
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APPENDIX - III : COST-BENEFIT STUDIES UtIDER
TAKEN IN THE ECONOMIC DEPARTMENT OF THE 

RESERVE BANK OF INDIA 

1. The Economic Department of the Reserve Bank of India 

has so far undertaken seventeen cost-benefit studies in regard 

to schemes to which the Agricultural Refinance Corporation has 

extended refinance facilities. The names of the scheme, the 

area benefitted by them and the purpose for which the Agricul-

tural Refinance Corporation has extended refinance are given 

below: 

Area covered Scheme ctate District/Taluka 

1.Nagarjunasagar Andhra 1 )Guntur 
2)Nalgonda Irrigation Pradesh 

potential 35 
lakh acres. 

2. Ghod 
Irrigation 
potential 62 
thousand acres. 

3. Gangapur 
Irrigation po
tential 36 
thousand acres. 

4.Tungabhadra 
Irrigation 
potential 
11.20 lakh 
acres 

5.Chambal 
Irrigation 
potential 
14 lakh acres. 

Maharash-1)Ahmednagar 
tra 2)Poona 

Maharash-1)Nasik 
tra 

Andhra 1)Anantpur 
Pradesh 

Rajasthan 1)Kota 
2)Bundi 

Srigonda 
Karjat 
Sirur 

Nasik 
Niphad 

Anantpur 
Gooty 

Purpose for 
which A.R.C. 
has exten
ded re
finance 

Reelama
tion 

-do-

-do-

-do-

-do-
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Scheme Area covered Purpose for 
State District! Taluka which A.R.C 

has exten-
ded re-
finance 

6.Tungabhadra Mysore 1)Raichur Sindhanur Reclama-
Irrigation Manri tion 
potential Raichur 
5.80 lakh 
acres 

7.Bhadra Mysore 1)Shimoga Bhadravati -do-
Irrigation Honneri 
potential Channagiri 
2.18 lakh 2)Chitra- Harihar 
acres. durg Davanagere 

3)Bellary Harapana-
halli 

8.Kosi Bihar 1)Purnea -do-
Irrigation 2)Saharsa 
potential 

12.95 lakh 
acres 

9. Charnbal Madhya 1)Morena -do-
Irrigatittn Pradesh 2)Bhind 
potential 
14 lakh 
acres 

10.Nalganga Maharash-1)Buldhana Malkapur -do-
Irrigation tra 
potential 
22 thousand 
acres 

11.Bor Maharash- 1 )Wardha Wardha -do-
Irrigation tra Hinganghat 
potential 33 
thousand acres 

12.Purna Maharash- 1)Parbhani ":do-
Irrigation tra 2)Nanded 
potential 
1.52 lakh 
acres 

13. Ghataprabha :t-lysore 1)Belgaum -do-
Irrigation 2)Bijapur 
potential 
1 .20 lakh 
acres 
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Scheme 
State District/Taluka 

Area covered 

14.Tungabhadra Mysore 1 )Bellary 
Right Bank 
Canal Irriga-
tion potential 
3 lakh acres 

1 c;' • Kapurthala 
(Tube-wells) 

Punjab 1 )Kapurthala Kapurthala 

16.Ludhiana Punjab 1)Ludhiana Ludhiana 
(Tube-wells) 

17.Patiala 
(Tube-wells) 

Punjab 1 )Patiala 

Purpose for 
which A.R.C. 
has exten
ded re
finance 

Reclama-
tion 

Construction 
of tube-
wells with 
diesel en-
gine or, 
electric 
motor 

-do-

-do-

2. In respect of two of these schemes, each representing-

one type of project, det~ils of aims and objects, 

methodology adopted and results obtained are given below. 

1 .BHADRA IRRIGATION PROJECT - A QUICK 
ASSESSMENT OF BENEFITS TO CULTIVA'fOHS: 

3. The Bhadra project is one of the major irrigation projects 

of Mysore State. The overall irrigation potential of the projeet· 

is placed at 2.18 lakh acrE.:s. The present scheme of land re

clamation to which refinance is extended by Agricultural Re

finance Corporation is confined to an area of 1.10 lakh acre~ 

in Bhadravati, Honneri and Channagiri taluks of Shimoga 
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district, Harihar and Davangere taluks of Chitradurg district 

and Harpanahalli taluk of BoIlary district. This is called the 

'project area' for the study. 

4. The main objects of this study were to find out whether 

the increased benefits arising out of the investment made by 

cultivators in the form .~ recla-
Aims and objects 
of the Study mation costs and other associated ' 

costs implicit in the utilisation of irrigation facilities 

would be adequate to repay any loans taken for the purpose of 

such investment, and whether there will be any particular group 

of cultivators, say, small cultivators with uneconomic size of 

hOldings who would require special consideration or assistance 

from the Government. The ultimate aim obviously was to assess 

the quantum and value of the anticipated total incroase in 

agricultural production which could be attributed to irrigation. 

5. The objects and aims as set out above required in the 

first place, collection 
Methodology: 

of information regarding farm bUSiness; 

costs and incomes in the project Project and 
'Norm' areas area to provide the benchmark against 

which the antiCipated benefits could be projected. Projection 

of charges in farm incomes and expenditure that are likely to 

come about in the p~oject area after the introduction of canal 

irrigation involved an ex-ante measurement of the benefits of 

private investment. This involved selection for the purpose .f 

J. 
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compariso~ the 'norm' areas; areas similar to the project 

areas in respect of the soil-climate-water complex, but which 

have enjoyed the benefits of irrigation for a fair length of 

time to permit full realisation of the primary benefits, thus 

reflecting broadly the anticipated benefits in the project 

areas. 

6. Therefore, tw~ villages from Davanagere taluka (Belvanur 

and Lokikere) and one each from Harihar and Channagiri taluka 

(Kondaji & Nalkudure respectively), where the bulk of the area 

Selection of 
Villages 

on which the land reclamation work 

that is to be undertaken is concent-

rated and the crop pattern of which 

broadly conforms to that in the whole project area dominated by 

jowar and ragi, were selected as project villages, to ensure 

the representativeness of the data. 

7. Two villages, namely, Harobenavalli in the Shimoga and 

Karehalli in theBbadravati taluks of Shimoga district, where 

water has been made available for the last 5 ~r 6 years and 

prior to which farming conditions were almost analogous to 

those now obtaining in the project area, were selected to 

serve as 'norm' villages. 

8. With a view to estimating the farm business incomes of 

the four categories of the cultivators, namely, large, medium, 

Selection of cultivating 
households 

small and very small (culti-

vators with holdings of 20 
between 10 and 20 acres) 

acres,Lbetween 5 and 10 acres and below 5 acres respectively) in 
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the project villages, a sample of 25 cultivating households from 

each of the four villages was first selected on a random basis 

from among all those who owned and cultivated land in the 

village during the agricultural year 1964-65 and a substantial 

part of whose holding is likely to be brought w1der irrigation. 

9. In regard to selection of the 50 cultivating households 

from the two 'norm' villages, on the other hand, a more purpo

sive approach was adopted, in that selection \..ras made from 

among those who grew exclusively irrigated crops, paddy, sugar-

cane and ragi. 

10. The important items on which information was sought to be 

obtained from them included inter alia, (i) the size of the 

owned and cultivated holdings, Collection of 
Information (ii) crop pattern, yield rates and 

value of gross produce, (iii) cost of cultivation and (iv)owner-

ship of assets and financial liabilities. The data collected 

relate to the agricultural year 1964-65 and estimates are based 

on the prices of 1964-65. 

11. For the purpose of estimating the increase in farm busi-

ness income, the IH~ely changes in the proportion of the irri

gated area and the crop pattern, in respect of the different 

Likely crop pattern 
in project area 

categories of cultivators in the 

project area were worked out on the 

basis of the data obtained from the Department of Agriculture 

in respect of 'the localisation plan', as also from th-:; responses 



-133-

of the cultivators. On an average, slightly more than 80 per 

cent of the cultivators holding (gross cropped area) would be 

irrigated. Within the irrigated crops, paddy claims the 

lion's share, ragi (irrigated), sugarcane and groundnut taken 

together are likely to claim about half of the total irrigated 

area and cotton about 6 per cent. 

12. However, paddy seemed to occupy a predominant position 

in the 'norm' villages, and groundnut and cotton were almost 

absent. The intensity of cropping pattern would also differ 

as between the t\ITO areas. A product Projection of 
incomes approach was, therefore, adopted 

rather than an enterprise approach. Suitable adjustments in the 

data were made with a view to isolating the costs and incomes 

of different crops separately. The three indicators of farm 

business i.e., value of gross produce, farm costs and farm 

business income in respect of irrigated crops paddy, sugarcane 

and ragi, in the 'norm' areas were worked out on a per acre 

basis to facilitate projection of incomes. By applying the 

farm bUSiness data in respect of these crops in the 'norm' 

villages to the relevant portions of the holdings (irrigated), 

the likely increases in incomes were worked out. As regards 

groundnut and cotton, use was made of the data from the report 

on the Tungabhadra Irrigation Project in ~ssore with suitable 

adjustments in the costs and incomes. 
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13. The farm business income was defined as the value of 

gross produce less the current costs of cultivation. In the 

assessment of the current costs of cultivation all cash and 

kind expenses actually incurred on the following major items of 

current expenditure were include~ (i) wages to hired labour 

and payments to village artisans, (ii) maintenance costs of 

draught-power, (iii) seeds and plants both home-grown and 

purchased, (iv) fertilisers and manure, (v) irrigation charges, 

(vi) land revenue and other land/agricultural taxes, and (vti.) ren' 

both cash and kind. 

14'. On an average, farm business income is likelY to rise 

from its present level of about Rs 2,060 to ahout Rs 6,025, 

recording thereby an increase of nGarly 200 per cent, after a 

time-lag of about five years after the introduction of irri-

gation. ~~-&~l~m§nt 1) 

15. The average cost of reclamation per acre \vorks out to 

Rs 208, including the provision for moving shrubs and bushes 

and for initial dose of green manure &f fertilisers to improve 

Investment 
requirements 

soil fertility, as per the estimate 

of Department of Agriculture. The 

need for additional draught-power has been estimated by apply

ing the norm that one pair of bullocks will be sufficient for 

cultivation of 10 acres of irrigated land. Investment require

ment per acre on account of this amounts to Hs 33. 
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16. The repayment potential and pattern was worked out on 

the following assumptions: (i) Since the expected increase in 

farm business income would be fully 

realised only during the fifth year 

after the introduction of irrigation, it was assumed that a 

phased increase in farm business income takes place every year, 

recording about one-fifth of the expected increase in income. 

(ii) According to the scheme drawn up by the Department of 

Agriculture, it is assumed that on an average, an amount of 

~ 208 per acre would be advanced as long-term credit for 

purposes of land reclamation. For the first year there would t 

no recovery, while for the second year the borrowers would 

be required to pay only the interest charges at the rate of 

8.5 per cent per annum for the first two years. Thereafter; 

principal with interest will be repaid in 8 equal annual ins

talments. (iii) In regard to medium-term credit for the pur

chase of bullocks, it is assumed that the loan would be repaid 

along with interest of 8.5 per cent per annum, in 5 equal annuc 

instalments. 

17. The anticipated increase in farm business incomes will 

be .f such magnitude that even after adhering to the repayment 

pattern envisaged, the cultivators of all four categories will 

be left with a balance which could serve as a sufficient incen-

tive for them to switch over to wet cultivation. 

18. Although the extent of the increase in income in the 
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case of the very small cultivator is lower than the average 

for all cultivators, this category do not seem to present 

any specific problem requiring special consideration or assis-

tance by the state Government. 

2. TUBE-WELLS IN LUDHIANA DISTHICT 
OF PUNJAB STA'Il!: - AN ASSESSHENT OF 
BENEFITS TO CULTIVATORS (1966-67) 

19. The scheme relating to Ludhiana district envisages 

installation of 1,000 tube-wells in the 101 villages of the 

Ludhiana tehsil. The villages are Coverage of 
the Scheme compact and form a homogeneous tract 

and are covered by the Ludhiana and Mangat Development Blocks.* 

A study was conducted by the Geological Survey of India and the 

report on the study recommended that to bogin with, 1,000 tube

wells might be installed and after observing the effects of 

pumping of these wells over a period of 2 to 3 years, the fea

sibility of installing another 1,200 tube-wells should be 

assessed. 

20. This study, undertaken for the use of the Agricultural 

Refinance Corporation, had three ob.iectives viz., (i)estimation 

Aims and Ob~ects of the additional benefit from tube-

wells to cultivators with different 

size groups of holdings tak:ing into account their crop patterns, 

(ii) finding out whether the additional benefit accruing to 

cultivators from the installation of tube-wells with loans 

*A part of the Mangat Development Block is outside the 
Ludhiana tehsil. 
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from the Land Mortgage Banks is adequate to enable them to 

repay the annual instalments of loans and also leave a "surplus" 

and (iii) ascertaining whether there itTil1 be any group of cul

tivators who, because of their "uneconomic holdings" will requirl 

special assistance, financial or otherwise, from the Punjab 

State Government. 

21. For the purpose of the above study, a sample of culti-

vators with tube-well irrigation (called "owners") and a sample 

Method of Study of cultivators without tUbe-well 

irrigation (called "non-owners") was 

selected from the 4 villages in Ludhiana tehsil and a comparison 

of their farm costs and receipts was attempted with a view to 

measuring the additional income due to tube-well irrigation. 

An 'o\vner' was defined as a cultivator who owned a tube-well 

(or more) and had more than two years of experience in tube

well irrigation as at the time of the period (i.e. 1966-67). 

A "non-owner" was correspondingly one who had no tube-well 

irrigation on his farm. 

22. Originally, two villages (viz., Ayrui Kalan and Shahbana) 

were selected purposively from among the 101 villages in the 

Ludhiana tehsil where the tube-well scheme would be implemented. 

Sampling The villages were selected on the basis of 

large number of owners and non-owners, 

crop pattern, smaller area under canal irrigation etc. 
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23. The plan was to select the required number of owners and 

non-owners from the same two villages. Hm.rever, as the m.unber 

of non-owners available for selection was not adequate, two 

more villages viz., Bains and Mu~dhian Khurd, were selected 

to get the adequate number of non-owners. The two additionally 

selected villages were only 2 to 3 miles from Ayali Kalan and 

Shahbana, respectively, and had homogeneous agro-economic condj_

tions. Further, in terms of crop pattern, pattern of irriga

tion and related agricultural characteristics, all the four 

selected villages were broadly representative of the tehsil as 

a whole. 

24. From these four selected villages, a sample .r owners 

and non-owners was drawn on random basis. In all 60 owners 

and 49 non-owners were selected for interview. Data in rGspect 

of owned and uno~med holding; crop pattern and yield from 

crops; sources, uses and costs of irrigation; cost of culti

vation; receipts from and costs ~f maintenance of milch 

cattle and ownership of assets and financial liabilities vlere 

collected from each cultivator through a schedule canvassed 

to them. 

25. As the additional income due to tUbe-well irrigation 

was to be studied with reference to the siz,j-groups of cul ti

vators, the selected cultivators were classified (witt reference 

to the size ef cultivated holding) in such a manner that the 

cultivators of the tw. categories would be comparable (group 
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proportion of irrigated area, a rise in the intensity of 

cropping, a change in the crop pattern and a rise in physical 

productivity of land i.e., higher yield from crops. 

29. The gross and net receipts realised from the crop 

enterprise as a whole along with the additional incomes fur

nished in statement IIindicate that there was a definite 

increase in the income of owners consequent to tube-well 

irrigation. The magnitude of the net increase, however, 

varied as betwe~n owners belonging to different size groups 

of holdings but when compared to the income of non-owners of 

Magnitude of Additional Income 
due to Tube-well Irrigation 

the corresponding 

size group, the 

additional gross receipts of owners were sufficiently large 

enough to offset the additional costs, leaving a sizeable -, 
surplus by way of net additional income. ~ 

~ 

30. It, therefore, remained tr assess wheth~~'~he net 
~ 

additional income would be sufficient to cover the. instalment 

RepayPent 
Capaclty 

...... ' 
on loans availed for instai~ation 

.f tubeywells. 

31. The total cost of installation of a tube-well with an 

oil engine in Ludhiana has been estimated at ~ 5,500 by the 

apex land mortgage bank. This cost will, decrease by about 

~ 1,500 if an electric motor were installed instead of an oil 

engine. The terms and conditions of loans for the purpose by 
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STATEMENT - I 

BdL .. NCE OF FARM INCOME .Ji'TER IRRIGhTION 

(Rupees per cult i vat lng family) 

Large Medium Small Very small All 

1. 2. 3. 4. 

First year 
Fdrm income 6648 3118 1829 7~ 

Ropaymcnt :?63 120 65 
Bal9.nce 6385 2g98 1764 737 

• 
Second YC'.tr 

F;.~rm income 8569 40?2 2?67 940 
Repayment 1269 616 320 104 
Balance 7300 3406 19-17 836 

Third Yectr 

F .:lrm income 10490 4q26 ?705 1143 
Repayment 1?85 6?4 324 106 
B::tlunce 9205 480? ?'381 1037 

FOUl'th YC:ir 

F.::lrU1 income 12411 5830 3143 1346 

Fifth YC..lr 

S1 xth Yecll' 

Repayment 1285 6?1 324 106 
Bala.nce 11126 5?06 2819 1::'40 

F ar::1 income 1,1331 6736 3579 1550 
Repayment 1285 624 3?4 106 
Bal.J.nce 13046 61,1? 3~5 1444 

Farm income 14331 6736 3579 1550 
10?2 50:!: 25q 106 Repayment 

Balance 13309 62'32 3820 1444 

Note: It may be recalled that these data 
relate to farm business income which 
is equivalent to the value of gross 
produce less the current costs of 
cultivation; thus, in a way, allm.,ance 
has already been made for r6payment of 
short-term credit. 

5. 

2858 
103 

2755 

3650 
5'35 

3115 

4442 
542 

3900 

5?34 
542 

4692 

6024 
54? 

5482 

6024 
439 

5585 
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ST;,TEMENT IT 

GROSS AND NET RECEIPTS FROM ALL CRnps REALISED 
BY OWNERS AND NON-OIfflERS 

(Amount in Rupees per acre) 

Size-Group (;lcres) 
--------------------Less 5 to 10 to 20 to 30 and ~11 All 

than 10 20 30 above (exclud-
5 ing col.5) 

Gross value of receipts 
from crops 
OWners 
Non-owners 

Costs of production 
of crops 
OWners 
Non-owners 

Net income from crops 
Owners 
Non-owners 

Additional receipts 
and costs of owners 

Gross receipts 
Cost of cultivation 
Net receipts 

Proportion of additional 
receipts and cost of 
owners over non-owners 

Gross receipts 
Cost of cultiv~tion 
Net receipt s 

1. 2. 

1825 1379 
1149 974 

929 587 
633 372 

8q6 792 

516 602 

676 
2Cl6 
380 

405 
215 
190 

3. 4. 5. 

1308 1238 
974 10~6 

395 
936 

502 474 
365 '370 

376 
285 

806 
609 

884 

1'37 
197 

764 51.9 
716 651. 

IS? - 41 

l04 91 
48 -132 

58.8 41.6 34.3 14.0 -4.4 

46.3 57.3 37.5 23.1 31.9 

73.6 31.6 32.4 6.7 -20.3 

6. 

1160 
1003 

463 
368 

60/7 

635 

157 
95 
6? 

7. 

1290 
1008 

505 
374 

785 
634 

282 

131 
151 

15.7 28.0 
25.3 35.0 

9.3 23.9 
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2. 

3. 

4. 

5. 
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ST_iTEMENT III 

F ... RM INC0ML AND HE,PAYMENT POTENTli.L 
OF Q1"lNERS 

Size-group 
(Acres) 

1. 

Less than 

5 - 10 

10 - 20 

20 -30 

5 

30 and above 

All 

All (exclud-
ing 5) 

J~verage size 
of cultivat
ed holding 

(Acre s) 

2. 

2.88 

7.51 

14.22 

23.68 

40.68 

18.54 

14.63 

~mount in rupees per family) 
Additional (net) Annroximate Balance 
income attributa- nverage after 
ble to tube-well annual re- repay-
irrigation payment for ments 

a loan of 

3. 

1285 

1213 

3025 

1694 

4679 

3602 

F<: .5, 500 

4. 

930 

930 

930 

930 

930 

930 

930 

5. 

305 

283 

2095 

764 

3749 

2672 
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