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52CHAPTER NO. 5 
FINANCING OF INVESTMENT

5.1 Introduction

In this chapter we discuss the composiion of finance 
for investment made by different types of LIS under study.

5.2 In Table No. 5.1 on the next page we have given
the data regarding the composition of financing

of investment of individual LIS under study . The data is
related to five diffeqrent individual LIS. On the basis
of this data we can make the following observations:

(1) It is seen that group as a whole almost 78 per cent 
of the investment amount is in the form of loans 
from different agencies, and 22.11 per cent of the 
investment is financed by own savings.

(2) No individual LIS has received any government assis
tance.

(3) Loan from Land Development Bank constitutes, as 
a proportion, the single largest source of finance, 
followed by loans from other cooperative agencies 
(24.28 per cent) and loans from commercial banks.

(4) It is also important to note that loans from relat
ives constitute 12.18 per cent of the total invest
ment .
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*

On the whole we can conclude that 80 per cent of 
investment financed by borrowing and 20 per cent from own 
savings. Similarly, more than 50 per cent of the total invest
ment or almost 68 per cent of the borrowed amounts are obtai
ned from the cooperative sector.

5.3 Financing of Investment of Partnership LIS

In Table No. 5.2 on the following page we have given 
information regarding the composition of financing of invest
ment of five partnership LIS under study. On the basis of
data given in Table No. 5.2 we can make the following observ
ations:

/

(1) Partnership LIS under study have financed, as a
group, 47.82 per cent of investment by borrowing 
from the cooperative Land Development Bank. This
constitutes the largest single source of financing

' of the partnership LIS.

(2) It is also important to note that 4 out of 5 part
nership LIS have invested substantially from their 
own savings. Group as a whole, own savings consti
tute 27.01 per cent of the investment of partnership 
LIS.

(3) Loans from other cooperative agencies constitute
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25.17 per cent of the investment of partnership 
LIS.

(4) On the whole, the cooperative loans constitute almost 
73 per cent of the investment-of partnership LIS.

(5) The partnership LIS did not report borrowings from
• money lenders, relatives, and borrowings on the \
basis of mortgage of land or gold.

(6) No partnership LIS has received any government assi
stance for for financing of investment.

5.4 Financing of Investment of Cooperative LIS

In Table No. 5.3 on the following page we have 
given data regarding composition of investment of cooperat- 
ive LIS, by different units selected for the study. Group 
as a whole e can make the following observations:

(1) The percentage share of various sources of financing
are given in the last row of the table. It is seen 
that the single largest source of finance is the 
government assistance which covers almost 74 per 
cent of the investment expenditure of cooperative 
LIS.

(2) The next important source of financing of investment
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cooperative LIS is the loans from cooperative agenc
ies, which accounts for almost 11.05 per cent o~ 
the investment expenditure.

(3) The third important source of financing of invest
ment expenditure of cooperative LIS is the contribu
tion from share capital, which accounts for almosc 
9.5 per cent of the investment ependiture.

(4) The sources like membership, reserve fund, working 
capital, loans from relatives and loans on mortgage 
of land constitute together 5.87 per cent of the 
investment expenditure.

5.5 Financing of Investment of Factory-sponsored
or Managed LIS

In -Table No. 5.4 on the next page we have given 
information regarding percentage share of different sources 
of financing of investment of factory-sponsored or managed 
LIS. As explained earlier, the LIS under this category were 
initially started as cooperative LIS but subsequently because 
of their inefficient working, they were taken over for manag
ement by the Warana Sugar Factory with the consent of the 
members of the concerned LIS. The percentage shares of diffe
rent sources of financing of investment of such LIS are 
given in the last row of the Table No. 5.4. On the basis

*
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of this information we an make the following observations:

(1) The single largest source of financing of investment 

of such LIS is of a mixed type, i.e., subsidy and 

or loan, which constitutes about 52.50 per cent 

of the total investment. It is to be noted that 

subsidy has been received only by one iunit (unit 

No. 3) of Rs. 31,590 from Small Farmers' Development 

Agency. In the case of other unit this source is 

mainly in the form of loan from nationalised banks 

like State Bnk of India.

(2) The next important source of finance for investment
/

of such LIS is Government assistance which accounts 

for almost 23 per cent of the investment expenditure.

(3) The third important source of financing is share 

capital of the members of the LIS, which accounts 

for about 14 per cent of the investment expenditure.

(4) The share of cooperative loans in the financing 

of investment expenditure of such LIS is only 10.45 

per cent.

(5) It is to be noted that the financing of such LIS 

by Land Development Bank is significantly small.
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5.6 Comparative Conclusion

If we compare the compositions of the financing 
of investment expenditure of different types of LIS we 
can conclude that in the case of Individual LIS and partner
ship LIS there are three major sources of finance as -

(1) Land Development Bank,
(2) Other Cooperative agencies,
(3) Own swings,

in a descending order of importance.

In the case of cooperative LIS and factory-sponsored 
or managed LIS again a somewhat similar pattern of the sourc
es of finance emerges. It is seen that in both cases the 
contribution of Government assistance and cooperative agenc
ies together is significantly high. The contribution of 
share capital in both cases is almost identical percentage
wise. It is important to note that it is only the factory- 
sponsored or managed LIS that have obtained subsidy from 
Small Farmers' Development Agency or large loans from Nation
alized banks like State Bank of India and Bank of India.

In the case of cooperative LIS and factory-sponsored 
LIS share capital can be considered as own savings. However, 
assuming this, it becomes clear that the contribution of
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own savings in the case of individual LIS and partnership 
LIS is more than almost two times larger than in the case 
of cooperative LIS and factory-sponsored LIS.

Note: If we compare fixed capita* expenditure 
with financial provision, it is seen 
that in case of unit No. 5 of partner
ship LIS, provision is slightly great
er than actual expenditure. The same 
holds in case of units 2 and 4 of 
cooperative LIS and units 1,3,4 and 
5 of factory-sponsored or managed
LIS .
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