CHAPTER = 6

LOAN OPERATIONS OF PACS IN BELGAUM DISTRICT

6.1) INTRODUCTION:

Advancing loans to the members with a view to improve
their economic conditions, is the prime function of the Primary
Agricultural Credit Societies, Rural indebtedness in India has
since long a bane of rural economy, Infact the co=cperative
movement was introduced in India almost solely for the purpose
of eradicating this evil, As a result the Primary Agricultural
Credit Societies were first to start and still hold a predominant
place in the co-operative system of the country. The PACS advance
both short and medium-term loans. The short-term loans are
advanced for the purpose of meeting the expenditure on current
agricultural operations like purchase of seeds, manures and
fertilizers, payment of hired machinery charges, payment of
wages of hired labour, payment of land revenue etc. The medium=-
term loans are advanced for the agricultural purposes of digging
or repalirs of wells, purchase of implements and equipments,
purchase of cattle, reclaimation of land, bullock-carts, pipeline
and also for some non-agricultural operations such as setting
of gober~gas plants, purchase of shares in processing and
industrial societies etc. Short-term loans are given for periods
ranging between six months to one year where as medium-term

loans are for periods ranging between 3 and 5 years,
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The PACS advance loans to members on criteria which vary
from state to state and sometimes even within the some state.
They generally fix the credit limit of each and every member
on the basis of several norms, such as (i) the purpose of the
loan; (ii) the standing and character of the applicant; (iii)
his repaying capacity; (iv) the security he can offer, and (v)

the number of shares he holds.

The provision of adequate, timely and cheap finance,
its proper distribution among the various categories of farmers,
its productive utilization and timely repayment are pre-requisites
for development agriculture on healthy lines. There has been
considerable increase in the amount of credit advanced by PACS
over last two decades., However, several studies have indicated
a considerable skewness in distribution of creditl. mis-
utilization of loansz, poor recoveries and heavy overduesa. In
this chapter an attempt is made to study patterns of co-operative

credit distribution, recoveries and overdues in Belgaum District.

6.2) ADVANCES BY PACS IN BELGAUM DISTRICT:

The data presented in table 6.l indicates that the total
number of borrowers of PACS in Belgaum district has declined
from 1,01,831 in 1984-85 to 79,653 in 1985-86 and 96,814 in
1986=87 the overall decline in borrowers is 13.5 peréén%ﬁp.a.
during the period. The rate of decline in borroweisvof éhort-
term advances is more steep (14.5 percent p.a.) than in case of

medium term advances (6 percent p.a.).
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The amount advanced by PACS has increased from R.241309
thousands in 1984-85 to Rs.268130 thousands in 1985-86 and
Rs.287760 thousands in 1986-87, the overall rate of increase
being 15 percent p.a. during the period. The rate of increase
in M.T. advances is more fast (31.5 percent p.a.) than that

in case of S.T. advances (12.5 percent p.a.).

The advances per borrower in the district have naturally

increased from Rs.2@70 thousands in 1984.85 to Rs.3866 thousands
in 1985-86 and Rs.2972 in 1986«87 the overall rate of growth p.a.
during the period being 33.5 percent. The rate of growth in

per borrower M.T. advances is much faster (33.5 percent) than

that in case of S.T.advances (3 percent).

To sum up, the No.of borrowers of PACS in Belgaum
District are declining during the period of reference (the
decline being more sharp in case of S.T. advances). The amounts
of advances, on the contrary, are expanding, (the rate of

expansion being slower in case of S.T. advances). As a result
of which the advances per borrower are increasing, the rate of
increase in S.T. advances,(which from the major component of

advances) being marginal.

6.2.1) PURPOSE OF SHORT=-TERM LOANS:

The purposewise disbursement of short-term loan in the
three years of reference is given in table 6.2 . The table shows

that the agriculture purpose was the major purpose for which
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short-term loan was advanced under the reference pericd, It
accounted for almost hundred percent during all the three years.
The consumption purpose loan forms a small fraction of the total

advances, This is the most desirable feature of the advances by

PACS in Belgaum district.

6.2.2) PURPOSE OF MEDIUM-TERM LOANS:

The purpose-wise disbursement of medium-term advances
during the period of reference indicated in table 6.3 reveals
that loans for agricultural purpose which were at 73 percent of
the total in 1984-85 have increased to cent percent in 1985-86
and 86 percent in 1986-87. Of the loans advanced for agricultural
purpose majority of loans are advanced for pipe-line (48 percent
in 1984-85, 24 percent in 1985-86 and 52 percent in 1986-87) and
purchase of machine pump sets for irregation (14 percent in
1984-85; 3 percent in 1985-86 and 13 percent in 1986-87) The
large amount of short-term loans were converted into Medium-

term loans during 1985-86,

6.2.3) CROP-LOAN COMPONENTS:

Reserve Bank of India suggested that the scale of finance
for each crop was to be split up into three components basically.
'A', 'B' and 'C'. Component 'D' was also coined but hardly
adopted. Component 'A' reflects broadly the probable outlay
under traditional cultivation and shall not generally exceed

one-third of the average value of gross produce. Component !'B!
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TABLE - 6,2

PURPOSEWISE S.T. LOANS ISSUED BY PACS

(amount in thousands)
=020 =0 =0 =0 =0 =0 =0 =0 =0 =0 Z0=0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =

PURPOSE 1984-85  1985-86  1986-67
_________________________________ Amount_____Amount _ Amount _____
Seasonal Agricultural 198718 195265 251230
Operations (100) (100} (1L00)
Other Agricultural - 626 834
Purpuses . ‘ (NGL) (NGL)
Consumer Loan 88 61 69
(NGL) (NGL) (NGL)
TOTAL 198806 195952 252133
(100) (1L00) (100)
=0 =0 =0=0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 TO=0=0 =0 =0 =0 =0 =0 =0 =0 =

Source :; DBCS Belgaum.

Note 1) Figures in the parenthesis are percentages

to total advances.
2) NGL refers to negligible.

was intended to cover the cost of chemical fertilizers and plants
protection material recommended for each crop and to be disbursed
in kind, Component 'C' stands corrollary to component 'B' to

meet cagh expenditure involved in liffing fertilizers, etc.,

and shall not exceed 50 per cent of’the value of 'B' component,
but paid in cash. Component 'D' was coined as an incentive if

the loan recovery is arranged through marketing co-operatives,

to the extent of one~tenth of the loan amount so recovered

during preceeding year, but hardly adopted in practice.



TABLE 6,3

PURPOSEWLSE MEDIUM TERM LOANS ISSUED BY PACS

(Amount in thousand k.)
EO0=O=0FO=O=0T0T0OFOF0O=0FOSOFOS0O=0F0FC 0000000000 F0 =0 =020 =

PURPOSE 1984-85  1985-86 198687
 m———————— e e Amount_____ Amount_____ Amount. __
A) AGRICULTURAL
l. Digging of and repairs 599 618 811
to wells, (02) (01) (03)
2. Purchase of machine pump 4636 1849 3015
sets for irregation. _ (14) (03) (13)
3. Bullock Cart 1786 1252 1121
(05) (02) (05)
4, Miltch Cattle 857 893 1881
(03) (01) (08)
5. Sheep Rearing 301 162 234
(O1) (o1) (O1)
6. Goat rearing - 42 a5
(NGL) (NGL)
7. Pipe Line 15892 14678 12384
(48) (24) (52)
8. Other Agricultural Purpose - 5053 -
(o8)
9. M.T, Conversion - 36456 854
---------- -Ségz--m--ﬂﬂigl
Total Agricultural (A) 24@71 60998 20345

A73)_(10) ______(86)
B) NON-AGRICULTURAL:

l. Setting up of Gobargas 38 97 86

Plant ( NGL) (NGL) (NGL)

2, Purchase of Shares in 175 - 480

processing & Industrial (O1) - (02)
Soateties.,

3. Others 8669 - 2702

28) ——— {11)

Total Non-Agricultural(B) 8882 3268

: &222------$§§£2 ...... _{14)

TOTAL (A+B) 32953 61095 23613

(100) (100) (100)
Source: DRCS (Belgaum ) A2

Note: 1) Figures in the parentheses are percentages to the
total.
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| TABLE 6.4
COMPONENTWISE_DISBURSEMENT OF SAO LOANS BY PACS

(Amount in thousand Rs)
=0 =0=0=0=0=0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 F0 =0 =0 50 =0 =0 =0 SO TO0 =0 0 =0 TO =0 =0 =0 =

COMPONENTS 1984-85 1985-86 1986-87
Amount Amount Amount

Cash (A) : 140970 136264 181207
(71) (70) (72)

Kind (B) 57748 59001 70023
(29) (30) (28)

Total 198718 195265 251230
(100) (100) (100)

=0 =0 =0=0=0=0 =0 =0=0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =00 =0 O =0 =0 =0 =
Source ; DRCS (Belgaum),
Note: 1) Fiqures in the parentheses are parcentages to
the total.

In view of the operational difficulties experienced and
thereupon, the ambivalence prevailed, All India Rural Credit
Review Committee (1969) recommended fﬁat the Co-operativ; short
term credit consists of only two compnent, viz, Cash='A' and
kind-'B', Thus, the two component crop loan system has come
into existence and followed widely by all the institutional
agencies including Co-operatives. But several field studies
in the recent times often pointed out that the perhectare
scales adopted by Co-operatives are in adequate donot bear
any relevance either cost structure or value return4 several
studies about the utilisation of co-operative credit have
indicated that credit misutilisation is more in case of cash
disbursement than in case of disbursement in kinds.

Dr. Venkateshwaralu6 has suggested the judicious proportion
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of Crop~loan component 'A' and 'B' at 79:25 in case of food
crops and 50:50 with cash crops. The proportion set by the

DCC Bank in Belgaum District is 33:67 in case of cash crops

and 40:60 for food crops.

The componentwise disbursement of Short-term
Agricultural Operations Loans (Crop loans) by PACS in Belgaum
district as shown in table 6.4 reveals that disbursement in
kind (B-Component) was very low at 29 percent in 1984-85. It
improved slightly in the year 1985-86 (30 percent) but further
deteriorated in 1986-87 (28 percent). Thus the overall
proportion of cash and kind was 70:30 as against the set norm

of 33;67 for cash crops and 40:60 in case of food crops.

6.2.4) CROPS FINANCED BY PACS:

The data presented in table 6.5 shows that 24 percent
of the total advances were for food crops in 1984-85 which
declined to 18 percent and 15 percent in 1985-86 and 1986-87
respectively. Among the food crops the jowar, millet maize,
bazara, and paddy have bagged major share. The 76 perdent of
the total advances were for cash crop in 1984-85 which
increa;ed to 82 percent and 85 percent in the subsequent two

years. Among the cash-crops the sugarcane has lions share

followed by cotton,



TABLE-6.5

CROPWISE SHORT-TERM LOANS ISSUED BY PACS
=0=0=0=0=0=0=0=0=0=0=0=0=20=0=0=0=0=20=0=0=0=0=0=0=20=0=0=0=0=0=0=
Sr. Crops 1984-85 1985-86 1986=-87
No. Amount Amount Amount

W N R TR e GIy W G W GBS A W W A G W S W S I I S SP WS W B I B S W S G W WD S S S N WD W W W W G SIS T W N GOR NS WS GN NI W WS W M G W e W

A) FOOD CROPS:

a) Wheat 4626 3659 7503
(02) (02) (03)
b) Paddy 7360 6785 4745
(04) (03) (02)
c) Millet, Jowar, Maiz, 29247 21608 23389
Bazara etc., . {15) (11) (09)
d) Pulses 3538 1288 2269
(02) (o1) (o1)
e) Others 1964 1184 1289
(0o1) (01) (o1)
TOTAL FUOD CRUPS (A) ' 46735 34524 39195
-.-(24)  ___(18) ¢ =)

B) CASH CROPS: ’
a) Cotton 35740 25219 31508
(18) (13) (12)
b) Oil Seeds : 10097 845) 6205
(05) - (04) (02)
c) Sugarcane 95326 113421 162014
(48) (58) (63)
d) Others 10820 13650 16689
(05) (07) .(07)
TOTAL CASH CROPS (B) "151983 160742 216416
(76) (82) (85)
TOTAL (A+B) 198718 195265 255611
(100) (100) (100)

=0 =0 =0 =0 =0 =0 =0 =O=O=O=O=0=O'-—'O=O=O=0=0=-:0=O=O%=O=O=O‘~'O=O=O =0=0=0=0=

Note: Figures in the parentheses are percentages to
the total.
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TABLE- 6,6
CONSUMPTION LOANS ISSUED BY PACS
=0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0 =0=0 =0 =0 =0 =0 =0 =0 =0 =0 TO =0 =0 =0 =
Item Unit 1984 .° .1985 1986
: -85 -86 87

A G TS SN W I G A S G W G I Gu G TED DG M S W B G M S e WS e WIS W NS W AN G i G SR SIS A SN N W G G GNR e e 5 EBe GEN TR G NS NN R G G IS WS MER G W W A

1) No.of Societies issuing No ] 30 14 13
Consumption Loan, ;

2) CONSUMPTION LOANS ISSUED TO
A) Landless Labourers and

Artisans 4
i) No.of borrowers No 3 474 29% 374
ii) Amount Thousand bs. 88 61 169

iii) Amount per borrower Thousand k. 0,188 0,207 0,130

B) Farmers:

i) No.of borrowers No - - -
ii) Amount Thousand B, = - -
C) Total (A+B)
i) No.of Borrowers No 474 295 374
ii) Amount Thousand Bs. 88 61 69
iii) Amount per borrower Thousand k. 0.188 0,207 0.130
3) Demand for Consumption Thousand ks, 816 663 592
Loans during the year : \
4) Loans outstanding Thousand k. 663 592 572
5) Overdues at the end Thousand k. 575 531 503
of year, '
6) Percentage of overdues Percent 70 80 85
to demand during the :
year.
7) Percentage of overdues Percent 87 90 88

to loans outstanding

=0=0=0=0=0 =0 =0 =0 =00 =0 =0F0 00 =0 =0=0=0=0=0=0 =0=0=0=0=0 =0 =0 =00 =0 =

Sourca :; (DRCS) Belgaum,

c e ks
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6.2.5) CONSUMPTION LOANS:

In keeping with the legislative measures introduced by
the state government for scaling down debt meratorium the
private sources of consumption credit fro money-lenders and
traders dried up. It was also necessary to meet the consumption
needs of rural masses particularly the small amd marginal farmers
and other weaker sections of the society if production credit is
to be efficiently used for.- the purpogg for which it has been
lent, This necessiated the augmentatéon of resources with the
institutions dispensing credit in ruﬁal areas for meeting the
consumption credit requirements of tﬁe weaker sections who used
to borrow from private money lendersi In order to ensure that
the institutions engaged in dispensing credit in rural areas take
up the work immediately the Government of India appointed an
expert committee under the Chairmanship of Shri., B. Shivaram,
which assessed the consumption credi} needs of the weéker
section at Rs.170 crores and suggestéd that the reorganised
PACS and Farmers Service SOCietieS‘%aViEJ paid secretary
would be the most suitable agencies:to disburse the same.
However, the overall progress made in this direction is not
very encaouraging since there are a.?umber of limitations and
obstacles in the way of working of t;is scheme, The total amount
disbursed on this account stood at 55.24.5 crores on 30-6-1979,
The main difficulty in the progress of the Scheme is the non-

*

availability of refinance facility from R.B.I. for this purpose7



128

An analysis of the consumption loans issued by PACS in
Belgaum exhibited in the table No.6.6 reveals that number of

societies issuing consumption loans have fallen from 30 in

198485 to 14 in 1985-86 and 13 in 1986-87. The consumption
loans issued to landless labourers and artisans which stood

at a meagre sum of Rs.188 per borrower in 1984-85 increased
marginally to Rs.207 in 1985-86 and collapsed to Rs.l1l30 in
1986-87. No consumption leans were issued to the farmers during
the years of reference. The overdues in consumption loans which
were recorded at 70 percent of demand during the year and 87
percent of the outstandings at the end of the year in 1984-85

increased to 80 and 90 percent respectively in 1985-86 and 85
and 88 percent in 198687,

Thus the PACS have utterly failed in the task of

administering consumption credit to weaker section.

6.3) ADVANCES TO THE WEAKER SECTIONS:

Small and marginal farmers constitute a very significant
proportion of our farming community. Of the total rural households
in the country, 52 percent households are categorised as small
and marginal, who have very low levei of income and are really
poor. "According to the World Bank's data, out of the estimated
rural population of 510 millions, about 374 millions are found
to be living below the poverty line. Apart from this 224 million
people supported by marginal farmers, who have per capita land

only % of a hectare, are also living in the conditions of



129

extreem poverty. The 85 million population of small farmers

with per capita land of % of hectare live just below the poverty
lines. It has been revealed by many studies that small farmers
have not been able to participate fully in the modern agricu-
ltural technology. Even the benefits of 'green revoluation®
percolated to small and marginal farmers only to a negligible
extent, The small farmers with meagre financial resources, low
risk bearing capacity numerous social, economic and politiéal
inhabiting factors and no investible surplus are in real need

of financial assistance. Credit has to play a vital role in
enabling this category of farmers to participate in new
agricultural technology and contribute their full might for the
economic development of counfry. No programme for the development
of agriculture in India can, therefore, be effective, if it

ignores this large chunk of small farmers.

The data presented in table 6,7 shows that out of the
total borrowers of PACS in Belgaum District during the year 1984-.85
45 percent were small and marginal (below 2 bectares holding) and
4 percent were tenant cultivators, agricultural labourers and
others the corresponding figures at the state level were 45
percent and 13 percent and at national level 55 percent and 6
percent, Thus in comparison with the siate and national level
the PACS in Belgaum have poor performance in assisting the
weaker sections, when viewed on the basis of the proportion of
farmers financed. The 35 percent of the total advances by PACS

in Belgaum district went to small and marginal farmers and
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4 percent to tenant cultivators; agricultural labourers and
others the corresponding figures at stéte level were 34 percent
6 percent and at national level were 35 percent and 6 percent.
Thus Belgaum district was lagging behind the national as well as
state level in this fore-front too. The per borrower advances
to the weaker sections in the Belgaum district were, however,
far better than those at state and national level. The per borrower
advances given by an average PACS in Belgaum district to the
small and marginal farmers Qere at Rs.1898 and to the tenant
cultivators, laboures and others at Rs.2563 the corresponding
figures at the state level were Rs.1846 and Rs.1206 and at
national level were Rs.1087 and Rs.1430. The PACS in Belgaum
district thérefore should divert credit, more to-wards the weaker
sections in order to enable them to participate in the new

agricultural technolggy and contribute to the development of the

country.

6.3,1) HOLDINGWISE DISBURSEMENT OF SHORT TERM ADVANCES:

Adoption of modern technology requires larger working
capital to buy better seeds, fertilizers, pesticides etc. As
Bandhudas Sen observes, while irrigation would determine the
potential gains arising out of improved seeds, the realised
gains do actually depend upon the avaélability of critical
inputs such as quality seeds fertilisers and pesticides and the
ability of the cultivators with the holdings to buy these
inputs. The ability of Cultivators to purchase these in turn

is determined by the availability of short-term faciiitiesg

]
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Many field studies conducted by the RBI and other institutions
revealed that the bulk of the benefits of agricultural and
co=operative development programmes in India under the Five

Year Plans have flown to large farmers while cfedit requirements

of small farmers are not met to a satisfactory levello.

Holdingwise analysis of borrowers and short-term advances
by PACS in Belgaum during the period of reference as shown in
table 6.8 revealed that the §¥0portion of the small and marginal
borrowing farmers which was at 49 percent during 1984-85 has
raised to 51 percent in 1985~86 and 57 percent in 1986-87. The
proportion of medium farmers which was at 28 percent of the
total borrowers farmers in 1984.85 reduced to 21 percent in
1985-86 and 18 percent in 1986=-87. The proportion of big farmers
and very big farmers which was at 23 percent in 1984-85 raised
to 28 percent in 1985-86 and 24 percent in 1986.87, The tenant
cultivatorsg agricultural labourers and others formed only
a negligible proportion of the total borrowing farmers. Thus the
proportion of small and marginal, big and very big borrowing

farmers has been increasing at the cost of medium size borrowing

farmers during the reference period.

Similar trends were noticed in the proportions of advances
of various categories of farmers. The Share of small and
marginal farmers which was at 39 perceﬁt of the total advances
in 1984.85 spurted to 51 percent and 54 percent in the years to

follow. The share of big and very big farmers which was recorded
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at 26 percent of total short term advénces in 198485 increased
to 29 percent in 1985-86 and 28 percen} in 1986-87. The share of
medium sized farmers, on the contrary,zcollapsed from 3% percent
in 1984-85 to 20 percent in 1985-86 aﬁd 18 percent in 1986-837.
The tenant cultivators, agricultural labourers and others
continued to bag a negligible proportion of the total short term

advances in all the three years of reference.

The analysis of pér borrower advances of all the
categories of the farmers during the years of réference revealed
that per borrower advances to almost all the categories of farmers
(except big farmers) increased from 1984-85 to the yéar 198586
but reduced marginally in 1986-87 in comparison to 1985-86. The
per borrower advances of big farmers hbwever, showed continuous
increase in all‘the three years. The second important finding
was that the per borrower advances of all the categories of
farmers ( holding below 1 hectare to those holding above 8
hectares) were on and around Rs.3,000/-. Thus the advances to
various farmers are made with complete disregard to their
production needs. On an average Rs.3,000/- are distributed to

all the categories of farmers irrespective of their size of

holdings and need of working capital.

6.3.2) HOLDINGWISE DISBURSEMENT OF MSDIUM TERM ADVANCES:

Holdingwise analysis of medium term advances and
borrowers of PACS in Belgaum district during the period of

reference as shown in table 6.9 revealed that the small and
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Marginal borrowers which were at 21 percent of the total
borrowers during 1984-85 dropped down to 15 percent in

1985=-86 further raised to 33 percent in 1986-87. The pfoportion
of medium farmers which was at 30 percent of the total borrowers
in 1984-85 raised to 64 percent in 1985-86 and 34 percent in
1986-87., The proportion of big and very big farmers which was

at 22 percent in 1984-85 declined to 19 in 1985-86 and again
raised to 22 percent in 1986-87., The proportion of tenant and
agricultural laboures and others which was at 27 percent of
total borrowers in 1984-85 collapsed to mere 2 percent and 11

percent in the years to follow.

Similar trends were noticed in the analysis of amounts
disbursed among the various categories of farmers. The share
of small and marginal farmers who bagged 16 percent of the total
M.T. advances in 1984-85 declined to 12 percent in 1985-86 and
further raised to 32 percent in 1986-87. The share of medium
size farmers which was at 31 percent of the total M.T. advances
in 1984-85 increased to 69 percent in 1985-86 and 42 percent
in 1986~87. The share of big and very big farmers whlch was at
23 percent of the total advances in 1984-85 falled down to 18
percent in the subsequent two years. The share of tenants,
agricultural labourers and others which was at 30 percent of.
total advances in 1984-85 collapsed to 2 percent in 1985-86
and 8 percent in 1986-87,

AN BALASAHEB KHARDEKAR LIGRA®
SiIVAJI UNIVERSITY, KOLHAFUS
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The per borrower advances to almost all the categories
of the farmers raised substantially from 1984-85 to 1985-86
but reduced in 1986-87. There does not seem to be any relation
between the size of land holdings and amount advanced to
borrowers., Thus medium term advances also are disbursed
arbitrarily with‘complete disregard to the size of holdings of |
farmers and their production requirement. The big farmers
holding between 4 to 8 hectares received the same amount of
advances as those received by the tenant'.:agricultural laboures

and others.,

6.3.3) CLASSIFICATION OF SHORT-TERM ADVANCES AND
BORROWERS ON THE BASIS OF AMOUNT BORROWED:

The categorisation of short term advances and borrowers
as per amount borrowed as shown in the table 6.10 indicates
that percentage of borrowers borrowing upto Rs.l,000 had fallen
from 16 percent in 1984-85 to 2 percent in 1985-86 and 7 percent
in 1986-87. The proportion of borrowing farmers borrowing in the
range of Rs.l1,001 to Rs.3,000 had increased marginally from 75
percent in 1984-85 to 76 percent in 1985-86 but it had collapsed
to 60 percent in 1986-87. The proportion of borrowers borrowing
above Rs.23,000 had, however, shown a steep increase from 9
percent in 1984-85 to 22 percent in 1985-86 and 35 percent in
1986-87, |

The analysis of advances during the period revealed “that

the advances to the tune of Rs.l1,000 which were at 4 percent of
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the total advances in 1984-85 reduced to the negligible extent

in 1985-86 and 1 percent in 1986-87. The advances in the range

of Rs,1,001 to Rs.3,000 also showed a sharp decline from 74 percent
of total advances in 1984-85 to 68 percent in 1985-86 and 42
percent in 1986-87. The advances exceeding Rs.3,000 on the
contrary, have recorded a steep increase from 22 percent in

1984-85 to 32 percent in 1985-86 and 57 percent in 1986-87

Thus the proportion of borrowers as well as advances
below Rs.3,000 have been reducing where as the borrowers and
advances exceeding Rs.3,000/- have been increasing as a result‘
of constant erosion in the value of money.

6.3.4) CLASSIFICATION OF MEDIUM-TERM ADVANCES
AND BORROWERS ON THE BASIS OF AMOUNT BORROWED:

The analysis of the medium-term advances by PACS and
borrowers on the basis of amount borrowed as exhibited %n table
6.11 pin-points that proportion of borrowers borrowing Petween
Rs.500 and Rs.1,000 has collapsed from 25 percent in 1984-85
to 5 percent in 1985-86 and Nil in 1986-87, The proportion of
borrowers borrowing in the range of Rs.,1,000 and Rs.5,000 have
increased from 66 percent in 1984-85 to 95 percent in 198586
and cent percent in 1986-87. The borrowers borrowing between
Rs.5,001 and Rs,.10,000 were at 1O percent of the total in
1984-85, however, the advances exceeding Rs.S,OOOAhave been

stopped in the subsequent two years.,
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The advances between Rs.30l and Rs,1000 have dropped from
7 percent in 1984-85 to 1 percent in 1985-86 and nil in 1986-87.
The advances from Rs.l1001 to Rs.5000 which formed 67 percent of
the total advances in 1984-85 to 99 percent in 1985-86 and
cent percent in 1986-87. The advances in the range of Rs.%00l to
10000 formed 25 percent of the total advances in 1984-85 were
totally stopped in the following two yéars. |

To sumup, the borrowers as well as advances in the range
of Rs.1001 to Rs.3000 have been increasing in the period of

.reference,

6.4) RECOVERY OF LOANS:

A cTucial ‘test of judging whether a system of credit
is working effectively is to ascertain whether loans are recovereasd
on due dates, Flow of funds is sine-quo~none for effective credit
operations. Prompt recovery and overdue discipline are pre-
conditions for sound and strong credit base. The experence, of
PA&S has been, however, very much sorrowful in this regard. The
punctuality in the repayment of loans Eas been hardly observed
by the mémbers of PACS as a result of thch, there has been a
steep rise in the amount of overdues. The problem of overdues
has far reaching effects, It freezes the financial fluidif&
of the credit institutions, weakens their : finance abilities,
arrests the flow of credit to the needy farmers, slows down the
pace of agricultural development, jeoperdise the very interest

of non-defaulters, shakes the confidence of general public in
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the soundness of credit system in-creases the costs of credit
operation considerably and keeps the working staff en@rossed
with the task of recovery rather than concentrating on
development work. It will not be out of place to mention that
the problem of overdues has been in existence almost since

the inception of co-operative movement in India, although it
was considerably eased during W second war period. In the
post-war period it again assumed serious proportion, and the
position can be known from the fact that from the amount of
Rs.6 Crores in 1950-51, they have mounted upto Rs.810 in
1977-78, The proportion of overdues to butstanding loans has
increased from 22 percent to 45 percent during the same periodll.
It has been pointed out that these figures of overdues donot
depict a true picture since in most of the cases the figures
have been distorted and mahipulated, mainly under pressure from
official members. One can understand the overdues due to inability
of repayment of loans by the farmers on account of failure or
damage to crops due to natural calamities such as fioods,
draughts, pests etc., For this there is an inbuilt arrangement
in the co-operative banking system‘itself in the form of .
Agricultural Credit Stabilization Fund ‘and Agricultural Credit,
Relief and Guarantee Fund at all the levels., Unfortunately,
this has not taken place as expected, with the consequence that
huge overdues have eated up the workiﬁg capital rendering
co=-operative banks, especially at the village level, weak and

ineligible for getting fresh financial accommodation from the
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DCC Banks and the Appex Bank or for the latter from the

Reserve Bank of India.

The study Team on Overdues of Co-operative Credit
Institutions appointed by Reserve Bank under the Chairmanship
of Dr. Datey in 1974 observed that "The total overdues at the
level of country as a whole amounted to Rs.377 Crores as on
30th June,1972. The amount involved in non-wilful default at
about Rs.100 crores at the most. The balance of Rs.277 Crores
i.e. about three fourth of the overdues of the primary
agricultural credit societies as on 30th June, 1972, can be

deemed to have arisen on account of wilful defaultl2

According to the report of the Study Team, the main

reasons for overdues or non-payment of the loans have been:

i) The defective lending policies persued. by the
co-operatives,

ii) the apathy of the managements in taking quick.action
against the recalcitrant members,

iii) Absence of favourable climate for which the state
governments were found to be responsible to some extent,

iv) In adequate supervision and absence of proper management,
v) Failure to link credit with marketing.
vi) Lack of discipline en the part of both management as
well as borrowers in the matters of financial operations,
vii) the advancement of loans in contravention to rules,
viii) The low rates of interest,

ix) the undue pressure exercised by political leaders,
x) crop failure. '
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6.4.1) HOLDINGWLISE CLASSIFICATION OF RECOVERIES
OUTSTANDINGS AND OVERDUES:

Analysis of the recoveries of different categories of
farmers in table 6.12 reveals that overall recoveries in the year

1985-86 and 1986-87 have increased by 24 percent and 28 percent
respectively in comparison to the year 1984-85, The recoveries
of all the cateqories of farmers except small and marginal
farmers have cooled down in the last year of reference. The

recoveries of others (i.e. landless labourers etc) are poor.

The overall outstandings of the year 1985-86 have reduced
marginally but again increased by 17 percent in the last year
of reference. The outstandings of medium and very big farmers
and other have declined where as those of small, marginal and big

farmers are increasing during the period of reference.

Compared to the overdues in 1984-85 the overdues in
subsequent two years have increased by 34 percent and 37 percent
respectively, This steep increase is observed in almost all the

categories of farmers without exception.

The percentage of overdues to outstandings are
comparatively low incase of big and very big farmers moderate
in case of small and marginal farmers and very high incase of
landless labourers, rural artisans and others. The percentage
of overdues to outstandings in the district was 25 percent in

the year 1984-85 compared to the corresponding figure of 41

14

percent™ at all India level during the same year.
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HOLDINGWISE BREAKUP OF OUTSTANDINGS AND OVERDUE PORTION

OF OUTSTANDINGS OF PACS IN BELGAUM DISTRICT IN THE

2OOgO-OPERATIVE YEARS 1984-85 1985-86 AND 1986-87
3

§ oyeroue protion oF
i\\\ OUTSTANDING ADVANCES

981

AMOUNT IN LAKHAS Rs.
S
o
o
i

90
56 | 42

84 85 8596 8687 84 65 85 86 86 87 84 85 95 86 % 87 84 85 8586 86.87.

MARGINAL AND MEDIUM FARMERS BIG AND VERY BIG OTHERS
SMALL FARMERS FAR MERS
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Thus the recoveries, outstanding and ovérdues position
of PACS iIn Belgaum district is aggravating yea# after year, the

only positive aspect is that the positior is bétter compared to

their counter parts at national level,

6.4.2) RECOVERIES, OUTSTANDINGS & OVERDUES OF S.T.
ADVANCES BY AMOUNT:

The data presented ?n the table 6.13 indicate that
recoveries of S,T. advances have increased during the period of
reference. The recoveries of the advances below Rs,l1000 and
above Rs.SOQl have been declining as the advances in this range
too have declined. The recoveries of the advances in the range
of Rs.1l00L and Rs,.5000 have been increasing as the advances in

this range have increased.

The outstandings of the advances below Rs.3000 and above

Rs.5000 have been reducing where as outstandings of the advances

in the range of Rs.3001 to Rs.35000 have shown sharp increase.

The overdues of the advances below Rs.l000 have been
declining where as those of the advances above Rs.100l have been
increasing. Percentages of overdues to outstandings are very
high in case of all the categories of advances except for
advances in the range of Rs.l1000 to Rs.3000. Moreover, the
percentage of overdues to percentages of overdues to outstanding

are declining only in case of advances in the range of Rs. 3001

to 5000,
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6.5) CONCLUSION:

The provision of timely, adequate and cheap finance
to the deserving farmers, ensuring its proper use and timely
recovery are the main functions of PACS. The investigation into
loans operations of the PACS in Belgaum revealed the following

facts:

1) The number of borrowers of PACS in Belgaum district is

declining, on the contrary;'the amounts advanced are increasing

as a3 result advances per borrower are increasing.

2) Almost cent percent of the S.T. Advances are being made

for agricultural purpose and the loans for consumption purpose

are negligible,

3) Bulk of M.T. advances are for setting pipe line and
purchase of pumpsets for irregation. Large amounts of S.T.
advances were converted into M.T. advances during 1985-86 on

account of draught in the district.

4) 7 . The disbursement of advances in cash and kind was in
proportibn of 70:30 as against the set norm of 33:67 in case of

cash crops and 40:60 in case of food crops.

5) Majority of advances are for cash crops and amongst cash

crops sugarcane has lions share followed by cotton.

6) The PACS have totally failed in administering the
consumption credit to the weaker sections as it is characterised

by meagre disbursement, poor recovery and heavy overdues.
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7) The PACS in Belgaum have financed less proportion of
borrowers from the weaker section moreover, a small portion
of their total disbursements went to weaker sections but

the amount advanced per-borrower of weaker section is more

when compared to the corresponding figures aof PACS: at national

level,

8) The S.T. advances to small, marginal, big and very big
farmers are increasing during the period of reference at cost
of medium sized borrowing farmers. The tenant cultivators,

landless labourers and others formed a negligible proportion in

the total borrowers.

9) The S.T. and M.T. advances to all the categories of
farmers ranging from marginal farmers to very big farmers are
on and arround Rs.3000 irrespective of their size of holdings

and credit needs etc,

10) The disbursements of M.T. advances to marginal, small
and medium sized farmers are increasing where as the advances

to big, very big farmers and others are declining during the

reference years, ‘

11) For the S.T. advances be low Rs.3000 the number of

borrowers and amounts advanced are reducing as a result of
constant erosion in the value of money. Similarly, the M.T.
advances in the range of Rs.1000 and Rs,5000 have increased

and the advances above Rs,5000 have been totally stopped in

the last two years of reference.



12) The recoveries outstandings and overdues of all
categories of Farmers in the Belgaum district have been
worsening year after year but they are still better when

compared to those of PACS at national level.

13) The percentage of overdues to outstanding for the

advances in the range of Rs,3000 to Rs. 5000 have been reducing.,
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