
CHAPTER «1V' ■

FINANCE FOR I.R.O.P
i '!■

* i1

VVnile considering tne importance of l.n.d.P. as an 

direct attack on the Delow poverty line household in rural 

areas the sixth and seventh five year plan has accorded the 

highest priority in terms of puolic sector investi-ient. The 

sixth plan has an outlay of us. 1500 crores for I.R.O.P. and 

2657.76 crores Rs. an outlay in the seventh five year plan 

for I.R.O.P.

Fhe Financing of I.R.O.P. has posed a challenge for a 

banking sector ootn public sector oanking and co-operative 

Danking system have been asked to meet tne credit support for 

the I.R.D.p. which was to the Rs. 3000 crores during the sixth 

five years plan and 4000 crores during the seventy five year 

plap. This credit is to oe provided to the poorest of tne 

•poor not on the base of tne security but on the need itself.

The Central Government and the Reserve Bank of India 

have taken a number of steps in this duration in the sixth five
i

year plan this includes the following decisions and measures.

i) 50 percent of direct agricultural advances to go to the

weaker sections by 1983. ;

ii) 40 percent of priority sector lending or 16 percent of 

total lending to go to agriculture by 1985.

iii) 12,5 percent of total lending to go to the small scale 

•industries sector, including village and cottage Industrie

and rural artisans by 1985
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iv) 1 percent of the total aggregate advances of commer

cial oanks in the previous year to oe available for 

lending at 4 percent rate of interest under the

differential rate of Interest IDRl) Scheme.

v) Simplificat'ion of loan application forms.

vi) Non-insistence on security for small loans upto 

rts. 5000.

vii J Weaving of security/guarantee requirement for composite 

loans upto Rs. 25000 for village and cottage industries 

and rural artisan,s.

viii) Branch expansion policy favouring opening of branches 

in rural and semi-urban centres and giving priority to 

Rural Regional Banks.

During the seventh five year plan an outlay of Rs. 2657.76 

(urores, to be shared jq equally by the central and state Govt.

This outlay would include provision for subsidy, funds for infra

structure, training stipends etc. to the extent of 2Qfe of the 

suosidy fund, setting up of CRTTC and the special livestock 

Breeding programme and certain other programmes like strength

ening of Block Aaministration, computerised district Rural 

Information System, strengthening of Extension Training .Centres
I

etc. of the total outlay rs. 1888.65 crores would be available 

for subsidy, Rs. 388.50 crores for infrastructure etc. and 

Rs. 280.61 crores for other developmental schemes as mentioned 

above. Besides, credit to the tune of Rs. 4000 crores would be 

provided by the financial institutions.

* *
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• • 0

Funding pattern and Financial procedures criteria

for Allocation of Funds to the States.
*

Funds were allocated to the xstates on a uniform basis

according to we number of dIocks in We sixth plan. Allocation

in seventh plan will be done in relation to the incidence of

poverty m the state. Funds will be provided in proportion to

the percentage of families* below the poverty line in a state,
\

Allowancations in tne first two years of the seventh plan will, 

however, be on selectivity-cum-uniforrnity oasis with equal 

weigntage to botn as large number of beneficiaries assisted in 

the sixth plan are proposed to De additionally assisted in these 

two years to enable them to cross the poverty line.

The economic activities under the programme are financed 

tnrough a pacxage of suosidy and credit. Funds for the expen

diture on subsidy ana other items related to tne administrative 

arid infrastructural expenditure as described in the succeeding 

paragraphs, are provided in the budget of centre and states.

'Eligible items of Expenditure;

The items of expenditure ch-arged to the budgetary
i

provisions are- -

i) Subsidy for the economic activities,

iij Programme infrastructure,

iii) Administrative infrastructure

ivj TftYSEM
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Release of Funds;

The funas are released to District Rural Development 

agencies. The principles governing the releases are, is that 

the expenditure should be equally shared by Hie centre and the 

states; and ii) the expenditure should not be. repugnant to the 

objective and the needs of the programme.'

Tne funds are released in two instalments-by the Centre.

In the case of cold snow bound district viz. Lahul & Spiti, Leh

and Kargil, wnere the working period is limited to a few months,
* «

the entire central snare of assistance a can be released in one 

instalment. These releases should be matched with the releases 

by the states.

Release of First instalment:

Tfie release of the first instalment can be made without 

any formal request from the DRDA. If the second instalment in
i

Hie previous year had been released without any condition. If 

this instalment was not released at all, or was released with 

some conditions, formal requests are required from the DRDAs 

after the conditions have been fulfilled/reasons for non- 

release of tne second instalment -have been met.

The release of tne first instalment should ordinarily
% i

* m

the completed by the end of the second month vof a year.

Release of Second Instalment!

The second instalment of the funds is released on the v, 

request of the DRDAs on the fulfilment of the following conditions.

«
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i) An audited statement ot accounts and the utilisation

certificate for tne proceeding year snould oe made 

availaule.

li) Tne matching snare of the state Government against the 

releases of the central Govt. in‘the past should have 

oeen released.

iii) More than 50$ of the funds available witn the DrtDA, 

inclusive of the carry over balance of the previous 

year, snould have been spent.

iv) The Annual .Action plans for the running year should 

have been approved by the state level co-ordination 

committee.

v) Any other terms and conditions, imposed at the time Jtof
1

the last release, should have been met.

- It should be the endeavour of the statess that' they 

get the release of the second instalment latest by the end of 

tne month of October.

Subsidy;

The suosidy is provided for economic activities on the 

following pattern .

1, Individual/Family:
Small farmers mar
ginal famrers Agri
cultural labourers 
Non-agricultural 
labours, rural 
artisans of these 
Tribal families.

25$ Subject to a ceiling
of Rs. 3000/ per family 

33.33$ In non DPAP area and
its. 4000/ in JPAP Areas.

5C^- Rs. 5000/ per family
in all rural areas.
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I

2. Community Minor
Irrigation

3. Co-Operative Society
of'beneficiarie s

More than 5C% landholders 
in the ayacut should be 
I.'R.D.P. small and marginal 
farmers and they should own 
not less than 25$ of the 
land.

Cost approtionment for 
each group member will be 
in proportion to their 
land as a % of total land 
in ayacut. Of this cost 
each l.R.D.P. family will 
get 5Q& subsidy without 
the absolute ceiling limit 
referred to at Sr.No. 1 
above.

Assistance under I.H.D.P 
will, however, be restric
ted to projects costing 
upto Hs. 2 lakhs per block.
5Q& of the capital cost 
subject to individual 
ceiling a*. \ above.

The above, pattern of subsidy applies to the groups of 

women from families below poverty line formed under development 

of women and Children in Rural Areas ( DWCRA ) programme also.

Ihe subsidy should .be linked to credit and should be 

given in kind except the working capital component, which may 

be'given in cadh, to provide economically viable projects to 

the* beneficiaries. However, for Capital investments upto Rs.- 

1000/- credit-linkage is not obligatory. This provision should 

be resorted to only in exceptional circumstances.

It is.assumed that on an average, the subsidy credit

ratio shoulcf.be 1*2. ~
- f ~ - - *
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The major part of the total cost of. the IrOP programme 

has to come through institutional credit such as primary - 

Agricultural ore,dit society (PAoS) through D.C.C. oank,

Nationalised oank and Regional Rural dank like Solapur Gramin 

Bank. The following spcial arrangements $nd provisions nave 

been made for the I S D P loanees .

Norms of Lending

i) INTEREST HATE - The credit is available to the 

benefic'iaries on concessional rate of interest of
i

10p£. The participating credit institutions got a 

a refinance from NABARD for the activities under 

IRDP. These activities include primary, secondary 

and tertiary sector activities.

ii) SECURITY COVER - IRDP borrowers are not required to

furnish any security for investment loans upto rs.500Q/-

They are only required to hypothecate the assets created

by the loan in cases where movable assets are created.

The norms for security are as under -
Table No.4.1

Type of credit Loan Amount Security to be furnished
facility.

1) Crop loan

e

i) upto Rs. 1000/- ‘ Detaand promisory 

ii) Rs. 1001 to rs.5000/ Note/Loan agreement.

iii) Over rs, 5000/
i

8183
A-

Only. Hypothecation of
Crops.

<

a)-Hypothecation of 
crpps and
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1. 2. 3.

b) Mortagage of loand
or Tliird party guarantee

2) Investment !oan i
i) Where movable 
assets are creat
ed out of loan.

) upto the cost of 
economic unit 
where applicaole 
or rts. 5000/- 
whichever is lower.

Hypothecation of assets.

a) Hypothecation of assets

o) Mortgage land
( at Bank's discretion)

ii)for amount higher 
than rts. 5000/-

QK
Third party Guarantee

ii), Where movable rts. 1000 and over Mortgage of land
( at Bank's discretions )

.REPAYMENT - Loans under IrtJP ate treated as medium term 

loans. The repayment period, therefore, should ordinarily be 3-5 

years. The repayment schedule should be so drawn as to provide a 

recovery holiday during the gestation period of the project. A 

circular issued by RBI to the Chairmen of all commercial banks *i

. i

The Purpose of Loan

Generally the loans under IHGP are given for the follow-- 

ing> purposes to the identified benef iciaried criploan, sugarcane, 

othe'r crops, Horticultural well, pump set, pipeline, composite 

loan, milch animals Goat, Sheeps, Fishers, poultry piggery/ 

Donkies, Land oevelppment, Bullock cart/part, Agricultural Machi

nery, Gobar gas. sale of fertiliser and Non Agricultural purposes

on Retail Trade, prof. self, employed Business, Enterprise, -
»

Transport operate, small scale industries and loan against T.D.
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procedure for administration of Subsidy -

i) . principles - The basic -principles governing the 
Administration of subsidy are -

a) The subsidy should not be' passed on to the
beneficiaries in cash. The financing institution on 
prior authorisation by the lMJA, should make payment 

’ on behalf of the beneficiary to the approved supplier
or body of organisation supplying goods ana services 
or to an agency authorised by the sanctioning authority 
(DrlJA) to execute the work.

b) The" subsidy should be disbursed along with the 
loan amount to ensure that the interest liability 
of the beneficiary is limited to the loan amount.

ii) procedure - funds received by the DRQA are to be ■

kept in savings bank accounts. The OROA can open these accounts 

with the principal participating member bank branches in the 

field. The final authority to open/close there accounts with 

banks rests with the Chairman/president of the DROA'. A funds 

deposited in-the Savings Bank accounts will earn interest at 

usual rates. The 'OR.Dk should prepare a list and these accounts 

indicating the bank branches and the amounts kept therein and 

circulate to the blocks. The banks should debit subsidy amounts 

from these accounts at the time of the disbursement of the 

package of assistance.
*

The banks should give a statement of theses cases to 

the SiX)s in 15 days time positively up till now the banks were 

expected to send this 15 days notice to the JRDA and wait for 

an authorisation from OHUA- This resulted in delays in some
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cases and disbursement without authorisation in others. Therefore 

the involvement of block office in this exercise has been - 

considered necessary.

Care is to be taken that no burden of interest falls on 

the beneficiaries for a time lag in the credit of subsidy from 

one bank branch to another. In the event of a time lag in the 

debit of subsidy from one branch to the credit of the financing 

bank branch, the interest burden on the beneficiary for tne 

increased amount of loan will be paid by the Bank, But if the 

increased burden is on account of the fact that the JHDA does not 

have any subsidy in its credit, the interest burden will be borne 

by the JKJA.

After the- transaction has been completed, tne participating 

bank should provide the particulars of the beneficiary, the project 

and the amount of subsidy adjusted in his favour, for the record 

of the block/D R D A • These details should be made available 

in the monthly Report on the adjustment of subsidy pre.pared by 

the bank and sent 'to the blcok/ORDA.

IRDP in solapur District -

Solapur district is one of the drought prone area of 

Mahara-shtra. According to latest statistical information 

provided by the Solapur District. There are family below the 

poverty line in rural areas at the end 1983-84. 1,13,6,43 

families under below poverty line.
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As stated in the table No.4.2 there are 1,3,4,640 BPL 

households in the solapur District . ' rhe Malshiras taluka 8.

Barshi taluka are having the maximum number of BPL household 

of 20805 and 19768 respectively. It is observed that out of 

1,3,4,640 BPL households 47,304 BPL households were benefited 

at the end of June 1988. rhus since the begiriing of IHDP 35.12$ 

beneficiaries were covered in the scheme. In AKkalkot taluka.

The performance of IkDP in respect of budgected grants, 

actual expenditure and the number of beneficiaries is given the 

following table No. 4.3

The following observation should be made

1) In fact to the IHDP was started in year 1978-79 which - 

included small farmers, marginal farmers, Agricultural 

Labourers and other weaker section of the society of 

the rural area till-the year 1982-83.

2) The IHDP programme was made exclusively for BPL households 

with 50j50 -percent financial assistance frbm the central 

Govt & the state Govt.

3) The performance of IHDP in terms of actual expenditure 

and beneficiaries was at the low Level from 1978-79*to 

1981-82.
N
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4) It is very reinarxaDle and pJLausaole to note tnat

tne acnievemei.t of Ii4Df have exceeded trie target 

more tnan luu/o con uinyously every year from 19b3-b4 

' to 1987-Bb,v '

faole Mo.4.5

The taluxawise performance of IxiJp is presented in 

the following table wo.l to 11.

ii it ii
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