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CREDIT ARRANGEMENTS FOR DROUGHT PRONE REGIONS : POLICY
PRESCRIPTIONS AND PLANNERS' REACTIONS

ABSTRACT

IIM-A in collaboration with NABARD and Swiss Development
Cooperation conducted a f£ield stﬁdy to identify pclicy
options for rural credit in drought proﬁe regions. A joint
monitoring team fof field study comprising of professionals
from three institutions delibefated on the findings and
suggested policy measures,
a natlonal seminar subsequently was orgénised to discuss the
it included
policy optlons,£ S - professionals and senior éxecutives
from Central and State government, Commercial, Cooperative
and Land Development Banks, DICGC, ICRISAT; GICI, NFSCB
besides NABARD, The pap er in part one presents the orlglna*

findings and part two, the proceedings of the seminar®

Further debate on the ideas contained herein will hopefully
help in creating necessary bias in credit policy towards
drought prone regions. The major contention of the paper is
that a policy suitable for well developed region with generally
uniform ecélogical conditions may not necessarily help in
extending credit to small farmers in backward regions, in
particular the dry regions. In viéw'bf poverty‘problems being
much more cdmplex and serious in dry regions, need for policy
reform in credit can not be over emphasized though simultaneous
changes in several other related policies will also be called

for,

® Proceedings prepared by NABARD are for restrlcted use, Thair permission
ror sharing them with wider academic community is ‘gratsfully acknowlsdged,



Part I

Credit Arrancemcents far Droudgnt Prone Regions 1 Policy
Prescriptions cnd Planners Rec tions

Public policy for rural development in cur country has
shown an increasing concern for amelioration of poverty with

specific reference to those regions which have been bypassad

by the developmental thrust of post green revcelution era,
Several institutional as well as crganizaticnal reforms have

" been attempted to improve the access of small farmers and
agricultural labourers to various programmes being designed

to help them, The role of credit in this effort has been quite
pivctal as evident from the subksidy linked nature of most of the
direct programs to rural development, Even in indirect infra-
structural development the role that credit can play is being

increasingly realised.

However, a cavfat is in order here. Credit by itself cannot
grow anything: 1t can help in the growth of varicus eccnomic
activities, provided, the complementary infrastructure is
available in the given socilo=~economic and political context,

- This has been mentioned spscifically so that the policy recomm-
endations suggested in this repcort are locked at in proper
perspective, Further, it is also being rccognised that the
financial institutions which would ultinmately implenent any
change necessitated on account of this renort, have their
understandable limitaticns such as:

1) Very narrow nargins cn the lending for priocrity
sector in particular for agriculture;

2) Increasing defaults n agricultural credit
leading to the problems of viebility for
various institutionsg

3} While their performance is monitored on profit
and loss cccount thelr portfelic is expected to
follow a logic which may not cgonform to the
demands of hcalthy profit/loss accournt;



4y In a mixed portfolio the less costly lending weould
tend to pull institutional roegources awey from the
high cost lending hecause of the comnercial nature
of an organization iniluenced by scales of economy.

However, one should not infer from above mentioned
limitations that there is no scope for credit -olicy reform
for drought prone regions which have been bypassed by and large
by the institutional credit. This has become important all the
more in view of the imminent catalytic role of NABARD for rural
development., The organizational integration of various policy
planning and implermenting wings will have a vital bearing on the
perspective that will prevail in terms of credit poliecy., For
example, the attempt to bring the village industries and other
non-farm activities within the gambit of refinance facilities
underlines the realization already exilsting in the minds of
policy planners regarding the need to take comprehensive lock
at the problems of rural development, It also stresses the
concern at the top level about the urgency of support to the
artisans and other pcor farmers engaged in these activities because
of limited possibilities of absorbing labour in agriculture.
Thus the growth and equity objectives of the government are
being given an operational meaning in the formnt of NABARD,
However, as mentioned earlier while the changes made in the
peclicy so far do signify the attempt at increasing the flow
of rural credilt there hos becn only limited success as far as
the question of disparitics amongst the bettcr and pocrly endowed

regions is concerned (i.e. the direction of flow)

It is, in this context that the present study was taken up
in Ahmednagar district of Maharashtra, to explorce how the demand
for credit for productive purpcses could be stimulated from the
poor classes of farmers in drought prone regions. To summarise,
the major parameters of poverty propler in drought prone districts

are as follows:
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Extraordinary, intra-district disparity in

‘agricultural productivity enc credit flow and

as a scguel to above, gravitation of instituticnal
credit to irrigated regicongs

~

Poor credit availability for sheep, goat, craft and
village industrices etc., wiich provide employment

to majority of pocor artisans and marginel farmers;

The uncertainty of weather making:agriculture risk
prone;

Repeated droughts causing sericus losses of bullocks
and other assets as well as aggravated deficit in

the houschold budget of marginal and small farmers;
Pressure on land coupled with constrained avalalbility
of grazing land affecting the livestock production
even though the average sizeholding is large but

productivity is poor.

Extremely limlted irrigated potentizl implying the
need for locking for developmental alternatives in
the rainfed ccentext coniy, d.ec. dry farming and non=
farm enterprises. Further, the existing irrigation
potential alsc is misnanaged or unutilised, For
instance even presently, rether than growing sugarcane
in dry regions, the availlabkle water could be used
extensively for stabilising the coonomy of large
number of growers oI millets, pﬁlses and olilseeds,
The issue of extensive vis-o~vis intensive drrigation
in svrch regions needs therefore a sericus discussion.
If the policy for rural credit in irrigated and dry

regions docs not diffcr, then it nust be assumed that



the same policy which leads te development of
irrigated regions can generate developmental
processes in dry regions as wel” The policy
options emerging from the present study besides
other studies by the author suggest questioning

of this assumption,

*
Summary of major recommendations by the study team is

given belows

1. Cosgt of Lending:

In a commercial organisation, the cost of lending
would be a prime mover towards the choice of portfolio
both spatially and seasonally. Cost will differ
amongst different regions such as irrigated ones
having high population density and dry with low
population density, not only because of differences
in the transportation cost but also because the time
‘involved in contacting similar number of people in a
sparcely populated region will be much more than
otherwise, Banks being commercial organizations

are not expected to rationally channc’” ise more

resources to regions and purposes causing greater
losses, Therefore, there is a weed for providing
specific fiscal incentives to the benks for taking up
high cost lending. Unless it is done the regional

disparities cannot be expected tc be bridged in
foreseeable future, In other words, the social
objectives will have to be supported by fiscal poli-
cles if commercial nature of an organization is to be

retained,

* Members of the monitoring tecam for Joint Field Study
included

MreS. Chappatte, Recional Co-ordinator, Swiss Development
Cooperation, Embassy of Switzerland, New Delhi, Dr.MV Gadgil,
General Manager, National Bank for Agriculture and Rural
Development, Bombay, Prof, Anil X Gupta,CMA Indian Institute
of Management, Ahmedabkad.



Some of the incentives could be the following:

a)
b)

c)

a)

b4
Rebate in interest tax or income tax

The tax burden could be progressively ceduced with
proportionate increase in high cogt credit, i,c.

only for dry regions and risky enterprise;

The cost of additional manpower in these regions
could be subsidised by the government, For example,
it has been done in casc of cooperatives by providing

managerial subsidy,

The bank branch licensing policy could also be modified S0
that for additional branches in low deposit potential
regions, certain cost are compensated or license for
urban regions is tagged with branches in low population
density regions rather than with just rural branches,

Incentives for larger number of small accountss

Wwithin priority sector to cncourage financial institutions

towards lending for larger number of loans of smaller amount per

*%

account there is a need to build up compensatory mechanisms

not only because the cost of crcdit would be di ferent in high,

moderate and low population aensity reglorns but alsc because

the cost of small, mediwm and large loans will be different., 1In

absence of this, it will be irrational +o expect banks to increase

credit flow to drier regions with invariably lov population

* &

Subscquent to recent budget proposals, this suggestion

would need remodelling,

Compensatory Mecharisms could include measures at Bank as well
as NABARD levcl. The international financial institutions
could support this by givince aid for small loan component

on softer conditions,



density when they could as well lend +o high density irrigated
or urban rcgions, or to expoct them to give sm.ll loans when
they could as well come up to policy planncr's cxpectation by

giving bigger loans within a region or scctor,

There is a necd o work out exact cost differential
in above regard in different regions, Government could also
think of meeting part of this cost through developmental funds
at its disposal. |

Even RRBs, it has been suggested have concentrated their
lending in the best cendowed regions of the DPAP districts,

Apart from fiscal incentives, therc is a need to work out
a separate branch model improving upon GVK/ADB design so that
operating culture and business orientation in bank branches:.
in these region is explicitly designed to suit the local
conditions,

3. Timing of loan

Apart from spatial dimension of credit flow and related
implications for cost, the secasonality of credit flow has very

important bearing on the viability of an invéstment., It affects
the viability in two ways.

3. Because of erratic rainfoll pattern, .he timce of investment
beccomes extremely crucial., For example, if the best period
for a financial enterprise is first weck oFf Cctober, then
financing that cnterprises in January would mezn inherent
sub-optimality in rcturn. In casc of dairy, this is widely
prevalent problem when under the pressurc of state machinery
the loans are disbursed in even March-April, when best part
of the lactation has alrcady passcd, Defaﬁlts in such cases
are built into the procedure of financing, The delay in
relcase of budgetary resources from the state to district was

considered one possible reason for this aberration,



b. The irregular rains also necessitate resowing of crops at
times for which ready availabiliity of credit facility
could be a consgtraint. Even otherwi: the share of kharif
crops particularly millets in bank lending is very low as
apparent from the limited flow of credit to millet predominant

regions,

5. Flexible Rep ayment Schedule

It is one of the most important policy wvariable having
bearing on both viability and repayment of enterprises in
differently endowed regions, The issues need to be noted at the
outset,

cne) Because of highly diversified resource endowment, it
would not take same period of time for an investment to pay
off in dry region as in irrigeted region. In former case,

the repayment period will invariably have to be longer.

two) If an already surplus farmer can pay back loan for an
enterprise from the incremental income in say 'x' number of
vears, a deficit budget farmer would necessarily require a
much longer time period. Also proportion of incremental
income *to be left for consumption will vers in different

sSeasons.

The implication of the above two statements dis that a
similar repayment schedule for digsimilar endowment and surplus

condition is one of the greatest incongruity in the pclicy

framework, Some of the alternative in this regard are as follows:

a. Just in the way NABARD has worked ocut definition of small
farmers for different agro~climatic regions (taluka level in
many cases) some model repayment schedule need to be
developed emphasizing regiconal wvariation in the schedule

for same enterprise,

It should be underlined here that despite the general experience of
most banks that loans for sheep and goat are promptly repaid, the
share of sheep and goat in the total credit outlay even in some of
the drought prone regions is less than a fraction cof one percent.,



C.

Repayment schedule ought tc be different £ big, small and
marginal farmers also, A surplus and deficit farmer would
need to apportion the share of incremental income differently,
Thercfore the period in which the investment should be
recovered from surplus, subsistence or deficit budget farmer
will have to be different in each case, Further during the
times when th%ﬂgggﬂ%ﬁsh fiow may be positive and vet the sur-
plus may be . . that it is not sufficient to meet
household requirement the recoveries should not be insisted

upon,

Further, the proportion of the income which is required to

be avaialble for consumption will vary in different months of
a& year depending upon the fact that in which months the farmer
has more deficit in his household budget because of limited
employment or other income earning opportunitics. For example,
in the rainy secason when most of the activities are stand still
repaynent for a loan even if enterprise is functioning may be
very difficult,

(& study of scasonal pattern of repayment might be undertaken

to furthar validate these cbservations)

in many loans having monthly repaymen schedule, it is
suggested that quarterly repayment scheduie may be more
advisable particularly if farmers find it difficult to repay

every menth because of cost of remitting instalment,

In the regions where droughts are known to be occuring once

in three years, the rephasing and rehabilitation should be

built into the original sanction letter of the loan particularly
in case of investment finance so that without official noti-
fication or fresh execution of agreement forms etc hetween

bank and the borrower the above facilities may be extended to
the farmer., It has been seen that becausc of the complexity
involved in fresh execution of documents hardly any locan was

rephased by commercial banks in such regions,



d. It has also becn observed almost without exception that
NABARD while sanctioning refirnance to Banks provides
considerably lone repayment schedule, Bank in implementing
projects invariably reducc the same nullifying the whole
concept of viability.

Also the repayment schedule was worked ocut on average basis
and maximum an d minimum range should correspond with
ecological diversity on one hand and proportion of small
big férmers in the project on the other hand, There is a
need for an urgent review of this anamoly in policy-
implementation, Detailed guidelines will need to be igsued
to ensure that by truncating the repayment schedule, the
viability of the enterprise is not inherently impaired
leading to overdues many times,

e. While NABARD stipulated that instalments at the end of the
year should only be taken into account while classifying loans
as overduec even 1f instalments were monthly or quarterly,
Banks treated loans with even 2 or 3 instalements in
default as overdue. In dry regions the unexpected climatic
variations were rule rather than exception and as such
greater flexibility and clear understandin~ of this policy was
called for to avoid hardships to farmers.

6. The concept of graduation:

The whole philosophy of supervised agricultural credit
system began with the notion that some farmers who initially
participated in the credit projects would graduate into selfw
financing conditions after a time when surplus from their own
investments was considerably high, With this in view it was
expected that at least in a sugarcane region the majority of the
medium and the big farmers, who had started taking credit years
ago, must have by now graduated into cither self~financing or
‘atleast to limited financing condition. The reality obviously
does not secem to substantiate this hope, It is, therefore,
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suggested that a study could be undertaken to find out the extent
of graduatinsn which has really taken place ané also the measure
to make lending after certain cycles_of an _enterprise costlicer
so that the subgidy in the form of cheapcradit docs not endlessly
‘gravitate towards the same set of people who are already better

endowed. This will also help in releasing the funds for those

who have not yet come in the gamut of financial institutions,

If there is any evidence, it is regarding the reverse-graduatior
i.e. small borrowers who repay loan once often are denied second
loan with or without subsidy, Unless it is assumed that a small
farmer family can become viable in the single run of an enter-
prise such a policy may clearly be violative of household approach
to poverty alleviation. Even i1f working capital support has to be
continued for further production activities, the scale of such
financing for bigger farmers should be gradually reduced. Unless
this aspect is given careful attentions, banks may continue to
finance more and more well endowed fermers in the non-drought
prone regions of drought pronc districts and trickle-around of

credit to other farmeres and regions may not take place.

7. Instalment collecticn system

2s mentioned carlier, the low populetion density in DPAP
areas has implications for the ability of bank as well as
_ borrower to contact each other froguenitly. This problem becomes
important for recovery Wnen a borrower may not like to come to
bank for depositing small instalment, becausc the cost of trans-
portation is tco high. It is suggested that some innovating

instalment collection system is tried on pilot basis in which

either some ccllection agent on the p attern of small saving
collectors are appointed on commission basis or amongst the
borrowers who would take the responsibility to collect small

repayments could be glven some incentive on collection,
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It appears difficult tc imagine how clse Bank could
otherwise collect the instalments frequently given the manpower
limitation, An alternative, although less advisable, will be
to entrust the clerical and award staff i . rural brqnches the
recovery work and give some incentives on recoveries just-on
the pattern of incentives for deposit collecti n. In thig
connection, an interesting method was narrated by a banker in
Haryana, He had entrusted the responsibility of contacting
berrowers living along the bus routes of various staff members
who while either coming te office or going back werg to just
pursue them, The convevance was provided to the staff for one

such visit., The resul+:s reportedly were spectacular.
In case of collection agent, fidelity insurance of the

‘agents would also need to be provided for.

Another alternative which could be tried in these regions

is the linkage between Bank-Post Office network,

Either money-order charges need not be collected from the
borrower for small repayments routed through already existing
extensive network of Post Offices or some special concession
could be given by Bank for such remittances. Many times, farmers
did not have all the instalment amount at one time and Banks
did not prefer repayment in smaller bits. Also the cost of the
transportation could well be high that small farmers may not
deposit small instalments and there might never be sufficient

savings to deposit full instalment,
Both of these suggestions could be tried out on pilot basis

in some regions to judge their effectiveness in practice,

8. Pclicies for risk diffusion, negotiations and elimination by
small farmers:

Risk diffusion is an ex-ante strategy adopted by the farmer to

operate in several markets as well as in different enterprises,
SO0 as to put his eggs in number of baskets, Two points need to be

noted here: one, the farmer does not put equal number of eggs in
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all the baskets and second, he does not rely on each basket
equally. '

Risk negotiations is fire fighting rcsponse in the event of

actual occurrence of risk and rigk elimination refers to preven-

tive strategy of making permanent or dureble changes in resource
endowment as well as in the allocaticon systems,
The credit policies for strengthening the Risk adjustment

rechanisms through Risk diffusion are mentioned below:

a. Sustaining multipls cropping systems:

The scale of finance develcped by Banks for different
regions currently concern only signle crops. However, in
dry regions, farmers generally grow multiple crops to deal
with risk, Therefore, scales of finances for commonly
prevalent crop mixtures in different regions should also

be devised urgently and bank should be encouraged to finance

the combination of crops rather than only single crops.

b. Promoting pulses and oil sceds:

Despite highest governmental attention at the national level
for boosting the production of pulses and oilseeds, no
noticeable change has come about so far, while specific
policies by which risks can be reducod will be discussed later
it may be important to mention here that these crops are
characterised by low nean and high variance in prbduction

i.e, on an average the mean level of yields are very low
but the fluctuations in viecld around these means is very
high. Therefore, the component of rescheduling in case of
failure which is frequent in these crops will have to be
built in the original sanction itself so that without

gazzette notification or fresh execution of documents,

rephasement may be possible. Further, the rephasement by
itself does not mitigate the misery of farmers.  Therefore,
to revitaiise the farmers® economy rehabilitationary finance

should also be provided zo that acreage under these crops

does not fall drastically after a year of failure,
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To take care of the inherent risk in crop and other investment
like well, cattle etc. there ic nesd for devi ‘ng credit-linked

. . . case ' '
insurance scheme in which _{ﬁ specilal concessionery rate may be

provided by GIC. State gowernments coulw also nrovide for a

risk fund to strengthen this scheme,

9. Portfolio Financing

The studies nave shown that farmers in dry regions adjust
with risk through diversification at intra—-enterprise leveli
(i.e different speciec of 1livestock crop) and inter-enterprise
level (i.e mix of different economic activities). Current
practice of financing only for single enterprise discourages

diversification,

It is suggested that in dry regions, rather than encouraging
finance for only cattle, sheep or goats, various combinations of
these should be financed, i.ec. a portfolio of economic activities

should be supported.

Many times defaults in loans are attributed to diversion of
credit from one purpose to another, However, the shuffling of
enterprise is one of the proven ways to adjust with the risk in
dry regions. For example, if a farmer is engeded in differenc
enterprises, say, crop, livestock, craft and labour and if after
the first rain farmer realised that crop orospects were bleak,
he may not like to invest any further resources on crop and
instead may concentrate on live-stock or craf+ activities by
diverting the remaining resources from enterprise 1 to enterprise
2, 3 or 4 etc., Likewise, within the liveztock if, say cattle does
not conceive or its milk vieid is reduced consideranly, duG s
uneconomical to manage, farmers may prefer to dispose it off and
invest money in sheep, goat or crop cultivation etec, This capacity
of the farmer has to be reinforced in the gamut of portfolio
tinancing so that diversion from one source to another no more
qualifies to be celled as misutilizaticn. Withdrawal of resources

from one enterprise to ancther, in fact, ig a part of the strategy



14

farmers attempt at the househcld level., It is in the interest
of the Bank's business, that farmer is encouraged to shuffle

enterprises efiiciently.

One suggestion was that farmer shouwld do it with prior -
permission of the bank but knowing the bank-customer relation
in such regions, it would almost mean refusing the concept

altogether,

It may be clarified here that farmer may not secek finance
for all the activities in the portfolio. He may seek small
loan for only one of the activity but operationally he might
seek discretion to shuffle it the best possible way. If such
a view 1s accepted then banks would not be expected to recall
the entire loan on account of disﬁosal of security no matter

however genuine,

10. Non~farm activities:

More than 10-11 activities like sisal processing, making
brooms, rope leather goods (like water career), woollen
blanker, baskets, pots, idols, minor machine tools, beedi
making etc., have been identified as having greater potential
for providing enmployment to artisans and marcinal farmers in
dry regions, The spedific policies for supporting these
activities would need an incensive stud .. However, some of the

issues that emerge from the quick review are given belows

a. Activities being extremely scasonal, it is likely that
in case of failure of rain leading decicase in the income
from crop, the demand for these goodsffrom the farmers!’
side may go down. The loans would bé%ome overdue in such
a case, The concept of rephasing of loan coupled with
rehabilitationary finance will have to be adegquately given
importance in case such artisans have to be brought into the
fold of formal credit,

b. Many of the activities engaged women, old people or even

young kids in whose name giving a loan is notvery easye.

Therefore, some provisicn for borrowing by women without
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ingistence on cooklizant may bs made.

Working Capital Supports ¥or families having non-farm as
wall as farm activities, twhe working capltal suppert at

times may be very low but may nevertheless boe extremely
erucial for maintenance of an enterprise, For cxample,

in case of blanket weavers, it was found that the artisans
had to borrow at two wceks creait but had to sell blankets

on 4=6 weeks credit, The overdraft facilities in such cases
wlill have to waive the need of ccnventional stock statements
to be submitted cvery cuarter becauss neither these artisans
would be able,to £ill it up nor they will be able to have
regular stock of any sizable sum, The credit sales also will
be generally without any written documents. This issue needs

further enguiry.

It should be noted that traditionally the craft activities

constituted one of the important constitutent of household

stratecgies to deal with risk in semi~arid regions. It is in

these regions cnly that thesce activities still survive to a very
large extent though under a very scrious stress, Policy reform
for credit in these regions should nccessarily give non-farm
activities 1ot of weightage notwithstanding the fact that market

far goods produced in cottage sector is hi~hly disorganised,

11 Scale of Cperation - Unit Sizc

Parmers may £ind different sizes of an economic unit viable

in different ecolcogical context. Following issues are worth

neting in this regard:

da

In some »f the enterpriges 1ike sheep and ram, while universally
supported mix ig 2041 but mumercus studies including this have
shown that farmers mey prefer to maintain varving combinations
cepending upon earlier endowment and eco-specific conditions.
Banks should encourage the divergence in unit size,
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b. In most of the NABARD projects the unit size sanction is on
average basls whereas the banks often interpret it as the
meximum amournt, To cnable farmers t - operate at different
scales, banks need to issue very precise instructions on this
subject. To ensare that message has gone home, a sample test
could be done teo find ocut in how many casss the deviations

have been permitted.

B. Risk Negotiation Stratecgies

Having invested money in an enterprise, farmers try to
negotiate risk through varicus strategies- including shuffiing of
enterpriszs {discussed already), investing own rather than
borrowed funds, irrigation etc. We zre discussing following
cptions here,

1) Consultzncy = contracting - curative services

2) Refinancing farmers' own investment
3) Rescheduling =~ rehabilitaticnery finance or dursing Finance

4} Insurance Policies

12, Capital/interest Subsidy

Before discussing the scope for various services that might

i
help in stimulating demand for credit fyom ory regions, it would
be worthwhile to state the currcent views -1 suusidies, one of the
underlying notion is that using capital subsidy as margin money

the very concept of mzrglr particulerly when margins are
insisted tc let farmers have some steke in the investment,
In thigs context subsidies on rural credit can be looked at
from, at least, four different agenciess
a, Instead of subsidising the cost of the enterprise in the
beginning, bonug for timelv and quick repayment is given.
b, The interest cost is to be weived to the marginal farmers
rather than providing 1/3 to 1/4 subsidy to smaller farmers.,
c. Subsidy funds progressively used for building risk fund to
liquidate the loan where the entsrprises have failed rather
than to¢ subsidise the interest cost through interest rekbate,
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d. The interest cost gubsidy is to be disproportionately
ploughed for small, medium, and larger farmers and in dry
and irrigated villages. For example, the small irrigated
farmers need not be given interest subsidy cr lcan at
subsidised rate of intercst in the same way as a small dry
farmer. Further, the cost of followwp for larger accounts
could be debited to them 1ike in in&ustrial, and trading
accounts so- that resources for servicing smallér farmers'
account may be generated.

13. Apart from these views the fact remains that farmers might

prefer certain services rather than merely the cheap credit.
@he three possible ways in which demand for credit can be

generatéd from drought prone regions by providing these

services linked with credit are menticoned below:

a. Consultancy Services:
Consultancy services imply hiring or contracting of technical

professionals in government or private sectors to provide a
specialised advise to client farmers about their farming,
iivestock, veterinary care, soll conservation,. machine repairs
and maintenance etc. District level govermment cfficials

as well as college tachers, competent te provide consultancy
may be permitted to coordinate with r al development agencies
at the branch level so that the follow up of bank loans 1s more
professionalised; and at the same time, the overhead cost for
maintaining technical staff by the bank is reduced,

b. The curative servicas:

The bank could undertake provision of remedial facilities in
case of disease of plants, animals etc, and the debit per head
cost of each borrower to provide this facility. Since it is
difficult for farmers to join hands and engage directly doctors
or other experts or achieve scales of economy of bulk purchases,
the banks by organising these rcsources thrcugh their agencies

can more easily manage it. Firms manufacturing various productive
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:inputs may alsc be agked to bear part of the cost. It may be
underlined here that while public plant protection and veterinary
facilities in semi-arid regions are abysms~lly poor, the private
entrepreneurs also feel shy of making.any effort to serve sparcely

po?ulated (no matter if more vulnerable) dry regions.

C. Contracting:

The contracting facility would mean tying up insurance cover
with supply of professicnal andextension support in such a
way that by paying minimal essential cogt, service of various
types can be made available to the clients regularly on year
to year basis e.,g. by paying sayﬂhﬁﬂ/-ea pumpset farmer may
get 3-4  servicing of the engine in one year,

‘14, Refinancing Farmers' Own Initial Investments:

One of the issues brought out strikingly by the case studies

was that farmers in risk prone dry regions prefered not to take
'risk with formally borrowed funds particularly in the case of
Egi;g. They preferred tc dig wells either with their own family
labour or by taking help of others or by using hired labour
funded through informal borrowing. They wish to approach the

bank only after they were confident about the possibility of
striking water. The banks at present do r-t refinance such costs
even when it can be established that the well is new and that
further work was required, There is a need for speclfic policy
to sustain such initiatives of farmers by considering such
expenses as legitimately eligible for refinance. Other reasons

which support the above contention are as follows:

1 Several cases in the study showed that the enterprise purchased
through banks tended invariably to be more costly than what the
farmer would have been able to buy on his own in cashs This is
true in the case of pumpset, cattle, sheep, cart, etc, 3Several
possible reasons could be responsible for such an anomaly. ‘

Apart from certain transaction costs appropriated by the dealers,
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the lumpinese of purchases contributes significantly to
price zscalation., The sellers almost alw.ys get advance
information about the impending bull: purchase particularly
under subsidy scheme., It hag been commented by some in this
context that the subsidy meant for buyers actually passed
on to sellers through this escalation.

2 The extent of manceuvrability that a buyer has while
selecting the enterprise is more when transaction is on

cash and also is on one~to-~one basis.

3 The numerous malpractices reported in bulk purchases can
also be checked through individual transactions which can
be refinanced after confirming that the farmer has really
invested or contracted to invest in a2 particular enterprise,

4 The commission which dealers normally provide 6n cash
transactions is denied to borrowers merely because payment
is made through draft or pay order, This matter needs

to be taken up with the manufacturer or wholesaler so that

enternrises funded by bank should not only prove to be
cheaper but also of better guality and right
specifications (particularly in case of H.P., about which

an ARDC study has found high wastage of energy because of
defective or ineppropriate choice of specificaticns). In
case of Insurance, the decision has alrcady been taken many

years agro to pass on the commission Lo consumers.

Very often, in the case of bullocks, the farmers had to pay
some initial advance (Sahi)rto finalise the deal, And, in such
cases too, if the payment was made in cash on the spot, the price
was different from the one which would be charged if payments
were te be made through draft or at the bank premises., Too much has
been made of the misutilization of credit because of which more and
more strict controls have been added. Rather than distorting the
p rice mechanism by compromising the buyers'® bargaining power in the
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market, we could ensure that the nmoney has been properly utilized
through follow ups and pre-loan-inspecticn. . fact still remains
that the fungibility cheracteristics ol credit makes it well-nigh
impossikle to ensure o ascertain the exact or squivalent use of
the crecdit amount. Teking a wholistic view of the farmers'
household economy, such a strict and narrow view of credit

Jintervention does not appear to be prudent,

It is suggested that refinazncing of the farmers! initial
investment should e considered as one of the genuine banking

- practices and thus the descisicon shculd be left tc the discretion
of the local branch cffices, rather than cornsider it unethical

or improper,

15. MNursing Finances

One of the greategt inadeguacies of the current policy ..
framework Is the absence of explicit monitoring cof the extent to

which nursging finance/rehabilitationary finance is provided to the

farmers, particularly in drier recions, Many a times, on acccount

of either genuine environmentdl contingencies or inadequate
initial advance {i.e. partial financing), or w timely release, the
returns from the enterprise were extremely sub-optimal, At times

the enterprise aven faziled,

It has been generally obeserved that in times of drought or
epidemics, the barnking system often withdraw from the scene instead
of making the credit delivery system more efficient and quick.
wnus apart from the fact that the cases already financed suifer
losses it 1s important to note that farmer at such times need
immediate working capital support. The procedures for additional
credit facilities to a defaulter account, even for genuine reasons,
are so cumbersome that even the rephasing of the loans (because of
the need of fresh documents) is avoided, Unlike in industry where
sickness could be more often due tec managerial weakness or at

times due to enterprise characteristics, in agricwlture certain
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enterprises are inherently more risk prone than others, For
example, in drought prone regions, well, sheep, crops-bred
cattle, oil seeds, some of the millets, o-d cottage industries
like carpet weaving, sisal product, basket making etc, are

extremely risk senszitive,

There is a speciiic need for a policy departure from the
‘conventional refinance approach by providing separate refinance
facilities for the nursing camponrent of the agricultural finance,

. NABARD might explore the possibility of either giving 100 per cent
refinance for these components or devising some other mechanisms

for encouraging banks to provide nursing finance. It may be
mentioned here that even in terms of meeting repayment performance,
genuine defaults due to enterprise failure could certainly be
reduced through this facility., Although we do not have any concrete
date, 1t can be seen from many of the cases that a default has been
due to the problems at the delivery level or at the enterprise

level rather than at the level of the farmers' intention.

16. Insurance Pollcy/CGG Corner

Currehtly the credit c¢uarantee corporctions (CGC) and
insurance schemes in vogue cover the risk element in various
enterprises. As menticned e=arlier these nolicies do not dis-
criminate much between the inherently low risk or high risk
enterprise. In fact there is a discrimination againét higher
risk enterprise. Invoking CGC cover is extremely cifficult
and efforts on the part of the C3C appear to be to find ways of
refusing the cover by showing negligence on the part of the banks
rather than to encourage them to take the risk by providing
effective and quick cover, 1In cne of the cases where the land
had been waterlogged because of seepage loss from a canal and
loan had become almost 3=4 times the original amcunt, the bank was
advised by CGC to inform as‘to why it had not disposed all the land
before invoking CGC cover, It is a most point whether such land
would have any value for the buyer, In view of this, it is
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suggested that the credit guarentee cover policy should bo

reviewed to make it become an e¢ffective instrument to encourage

banks for ensuring greater flow of credi” +to the drier regions.

Although cur Zocus is on credit policy, certain cother

aspects like insurance cannot be put zside because they influence

-the credit flow to a considerable degree.

e

Some of the activities that need to be included for the-

insurance cover zares

i

ii)

)

The non-coneception of cattle particularly the cross-bred ones
besides miscarriages. It has boen found that despite ecclo=-

- gical mismatch, the cross~bred cattle programme is bzing

propagated in many dry regions with the result that the lot
of some of the farmers is worscred as a consequence of sub=-

optimal returns from the investments,

The failed well scheme secems to be operating with a lot of
snags, The cases where water is brackish, or wells which go
dry seasonally or which have very low recouperation capacity,
have to be specifically distinguished as far as compensatory
mechanisms are concernad. Failed well subsidy scheme has
been working extremely un-satisfactorily (in Ahmednagar
because of infliexikle norms the conc.rned authcrity had to
refund lots of funds as unspent while there were large nurber

of cases needing accommodation under scheme), How could this

subsidy be linked with payment of insurance vremia is a guestion

H-

which should »e explored if untapped ground water rotential in

‘gemi-arid regicn has to ke exploited!

During harvest seascn, losses due to fire ame frequent because
of high temperature and hot winds, This aspect alsc needs
attention.
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The procedures for claiming lnsurance refund also needs to be
suitably oriented so that more faniners can avail of this
facility, Just like the dis-inclinc:icn in case of banks

for a small accounts, 1t is quite likely in insurance
companies also the business of small amount would be
discouraged explicitely or implicitely. Thus the question
of using insurance mechanism to help farmers in negotiating
risk and help institutions in sustaining certain preferable
combinations of crops or livestock should be looked into

in conjunction with other related issues.

Risk Elimination Strategies:

While considering didging of wells, installation of pumpsets

and tube wells, land develcopment and appropriate preventive

veterinary care as risk preventive strategies, the credit policies

specifically will have to take into account the following features:

1.

It 1s possible to eliminate the risk of some farmers totally
while at the same time leaving a side others, Thus there should
be-a tradecff between stabilizing the production of many

farmers vis~a-vis boosting the prcducticn of only some of them,
It appears that the 1ift irrigstion societies financed by the '
banks suffer from this basic contradiction, Hence, instead of
financing lifts which provide some farmers, say, fiwve tb seven
irrigations, it would be advisable to support the designs which
can provide at least two irrigation to a large number of
farmers, In somé cases it may also be necessary to couple

1ift and sprinkler systems,

Some of the case studies showed that farmers on their own have
been trying to conserve soil through practices such as
collecting the top layer of soil of the entire field prone

to erosion through runoff into a small plot and protecting

it by digging drainage around it. Such plots are used for
vegetable cultivation, The banks could certainly support

such efforts of the farmers by developing schemes of soil




24

congervaticn which may have very long question period,

At presont this is one of the most neglected aspects of

resource management in drought prone zmreas.

Pasture development on either government or private land has
not received any attention from the financial institutions,
It was found that land for grazing was becoming a bone of
contention between the landless livestock owners and the
landed farmers who may or may not have much livestock. The

fallow lands are not available any more for grazing ! many

regions, It i1s necessary, therefore, to support pasture
development on private as well as government land by linking

of such credit projects with that of government,

The recent policy of Maharashitra Government linking employment
guarantee scheme with water-shed development; may thus need

modification,

Absence of drainage was found to be a very serious problem in
Mula dam region leading to serious problems., To prevent the
farmers! lands in low lying areas becoming totally useless

the financial institutions should explbre the possibility of
the irrigation authorities developing a large drainage system
while banks could provide finance for linking minor drinage
systems, It is true that with the exerience of land deve=
lopment levy which was very difficult to recover the banks
might have doubt about thigs suggestion also. However while

in the case of land development levy, development had been
made and people knew that it would not be possible to withdraw
it, in case of drainage systems farmers can distinctly see how
soon their land would become unclltivable and thus realize the
necessity of their involvement,

Many of the artisans engaged in non~farm activities are also
working as labourers in publicworks; Since cottage activities
are largely seasonal, the possibility of the banks advancing
credit to buy raw materials when they are cheap can be



17-

25

explored on the basis of some minimum assured cmployment
under T.,G.S. schemes., There was no need ©or collacteral
$ecurity in the case of small entreprenceurs as loans are
supposed to be clean (without any need of security) in
practice, the bankers discourage participation in wvarious
credit schemes by people who do not have any tengible assets,
In light of this linkage between the two it might be more
reassuring for the banks because part of the money could be

recovered through the payments under E,.G.S.

Incentives for Ficld Staff of Banks:

There is no reason for a bank officer to spend excessive
time in developing business in backward low popuiated undu-
lating topography regions so lcng as his performance is
judged on the basis of either the total ocutlay or even the
total number of accounts irrespective of the purpose and
size. There 1s a need for explicit bias in the performance
budgeting system.of banks towards spatial and portfolio
characteristics of credit hy giving some specific incentives

tl thic officers who perform well on thesce indices,

Technical officers should not be engeved in the routine
general banking work like preparation of statements, releasing
the slips etc. as this task reguired wuch lesser skills and
thereby involving technical officicrs in these degkework
amounted touwestage of human resources and akills, Posting
in drought prone regicn should not be considered a punishment
and as mentioned abave, some nocrformance cum posting linked

indices should be worked out.
Some cther suggestions in this rcgard made were as follows

Additional weightage for promotion given for average unit
of time spent in backward regions so that at least who are
ambitious could find the posting in these regions rewarding

for their own carecer growth,
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A minimum duration should be insisted for every employee to
be speni in adverse conditiosns like Jrouchu prone regions.
Certain benefits Like car/jeep facili ;y which were linked
with higher outlay should be delinked from cutlay and linked
with rmumber of accounts.

The recovery performance should also be monitored in terms
of number of accounts besides total amount.

Some team awards shouid be instituted for the branch level
performance,

Compensatory posting could be given to those who have spent
some years in the backward regions. For example, a person
having spent a part of the tenure in the drcught prone region
should be given the choice of posting at the next level.

Croadit Climates

It has becen repeatedly highlighted that success of any
financial intermediation will depend much on the extent to
which rules of the game arc followed by borrowers as well as
lenders., FPollowing attempt might be helpful in this regard:

a. Effcotive use of All India Radic by way 2f devoting
specific time at peak hours to broadcest the case studies
about those who have succesaded in getting and utilising
credit as well as of thosc who have f£ailed to get the
credit, Further, a social stigma will Lave tc be attached
on those who have defaulted because they affoect adversely
the flow of cradit to others in the villages. This will

help in highlighting the social cost of individual default.

b. The mass mcdia should be also geared to disseminate the

instituticnal response to natural calamities like drought,

floods, hail-storms etc. This will put pressure on various

of€icial institutions so that they coordinate their efforts

with finsncial institutions whose investment in absgence cof

coordination may become infructucus, Publication cf the
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name of defaulters may —all for amendmoent in the

Banwxing Regulaticn Act,

Land Records:

In casc wheore the enterprisces arce not lznd bascd like
livestock, craft activities, smaller maci.ines ctce the
Jand record should not be insisted upon particularly so

if the loan amount is less than ks, 10,000/-.

Character Certificato:

Demanding certificate from Sarpanch either regarding
the character of the perscn cor his asset holding should be
avoided as it has led to numersus malpractices, Further,
there is no reason to beliesve that certification by rich
would in any way be more reiisble or genuine than, say, the

certification by the commitiee of poor in the village,

Rolling Discretion Limit:

To enable farmers to receive loan timely without being
conistrained by the availlability of discretion limits at the
branch, some sort of rolling discretion limits for short
and midterm loans need to be developed. “he limits for
renewal as wcll as fresh loans should be separately provided
to the branches., Althouch they will have only marginal
impact on the lendinc vet it might enccurage bankers to f£ind

more reasons f£or lending,

Mo Dues Certificate:

Despite numerous studies having pointed out the problem
faced by the farmer in this regard, nothing substantial seems
to have happened in this regard to help the farmers. It may
be worthwhile to experiment (as was attempted by the auther
in =notbher district in Haryana) to prepare bankwise wvillage-
wise credit maps. Also to share details of individual lending
indifferent villages, all the banks should compulsorily

exchange the list of beneficiaries under any program, along
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with the old account holders so that fe-mers don't have

to seek fresh nc dues certificates, The system could be
streamlined by making it obligator, for every bank to mark
a copy of a new sanction letter to other banks in the

region who could thus update their maps or lists,

The cost of not sharing information amongst banks
has to be borne by the farmers for no fault of their,
In urban area, such a practice for lending is never

resorted ta,

Another suggestion was to empower branch manager with
authority of Notary Officer so that oath taken before him
could be considered a legally valid statement, This might

obviatc the need for any further certification.

Summing-up

Summary of our recommendations presented above covers
various aspects of credit policy in Drought Prone Regions

wiiich have a bezring on demand as well as supply of credit.

sSome suggesticns call for major revision in the basic
assumpticns of rural lending e.g., portfolic approach implies
questioning of Project Lending app sach, In any case in
semi-arid regions with acknowledged ecclogical diversity,.

designing projects on a typical farm baris is quite

inapprop riate, To have tipolociles of farming situations
would only be a step forward., Perhaps a view akin to
farmers' i.e,, multi-enterprise oriented perspective might

lead to better understanding of farmers' constraints,

Likewise, the repayment schedule, nursing finance, con-
tracting-consulting=curative services, timing of loan, coll-
ection agent ete. are some othor aspects of this note which

suggest need Ler experimentation cn at least pilot basis.
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The incentives for individuals and institutions
can not .be overemshasized, With : agnation iﬁ agri-
cultural productivity in high growth regions, plénners
have to realize urgently the need for accelerating
development in rainfed regions where problem of poverty is
most serious, which supprly maximum migrants to urban
areas and where ncn-farm activities constitute an '
important means of labour absorption, Perhaps some minor
but important crganizational innovations are called for
if banking has to be accessible to people in low population
density poorly endowed semi~arid regions,

A clearing house at block level for exchanging
information on weekly or monthly basis might help banks
reduce the cost of farmers in collecting no dues certi-

ficate., Already the demand for credit in these regions
is low, the procedural bottlenecks might further slow down
the demand.

NABARD could certainly trigger the process of
development in these regions through apropriate policy
reform, There is definitely a need for explicit bias
in credit policy towards poor farmers, artisans and
labourers of_drought prone regions, if ‘stability' and
‘equity; are the watchwords on food production front
in eighties besides ‘growtﬁfv |
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Paxt II1

Seminar to design appropriszste
cradit arrangements for drought
prona argas - 16th May 1983,

Summary record of discussions

The Seminar to . _cuss 2r+ cuggest appropriate cradis
arrangements for drough* c:z:re areas sponsorad joiﬁtly by
the Swiss Development Co~operation (SDC) and the NABARD
was held in SBI Bonference Hall at Bombay 16 May 1983. The
seminar was presided over hy Shri M, Ramakrishnayya, Chair-.
man, NABARD & Deputy Governor of Reserve Bank of India,
and was attended by representatives of Swiss Dasvelopment
Co-operation (sDC), Government of India, Resarve Bank of
india, State Gove}nments, slected Commercial Banks, Land
Development Banks and State Cooperative Banks, LDB and SCB
Federations, IIM and other institutions viz.ICRISAT, GIC,
DICGO. Some of ths sanior officisls from NASARD's Head
Office and Reciopal Offices also particinated in the dis-

cussions. The ldst of participants is giv- 2 in the Annex.

2. Chairman in his opering adcress Jutlined the role of
NABARD in the developmert af drought prore end dry land
areas 1in the context 2f 3ixth Five~Year Flecn and the New
Twenty=~Point Economic Procramme. He mentionad that rest-
while ARDC had announced its policy in eerly 1982 to pro-
vide financial assistance for all schemes received from

the State Govermments and credit institutions for the pure
pose of dry land farming in the country. In consultation
with the ICAR and the ICRISAT. Technical Specialists in
NABARD had Formﬁlated 3 fFow model projects for implemen-
tatign. It was’ agalnat this background that the joint fild
study conducted by the 5DC in callaburatlon with IIM,Ahmedsbad
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and the Department of Economic Anaslysis & Fublications of
NABARD in the drought prone District of Ahﬁednagar in
Maharashtra had acquived considerable significance., Based
on tne Ffindings of the study, the team had come out with
certain suggestions end recommendationsto improve the
credit‘deliuary system in the dnungﬁt prone areas, ihese
rBGOmmandations.uhich were summarised in the theme paper
prepared for use in the seminar, were quite thought pro-
voking and needed carsful consideratian. '

3. The study encompassed many aspects of the’rural cre-
dit systam and did not mersly confine itself to the veri-
fication of assets or end-use of credit. Although some -of
the problems identified and the suggestions made werse not
entirely new and werc voiced ezrlier at one forum or the
othsr, zlmost all the issues relating to the credit arfa@e-
ments in the drought prone/rainfed =rsas weras brought out
in one place by the study team and had even ostablished
certain intzr-relationships with tha avouwad objective of
ensur;ng an integrated crsdit and banking approach for the
various problems faced in these ar=sas,

4. The recommendations rclated mainly to 2nsuring improve=-
ments in the institutional 2nd orgsnisational arrangementé;
imparting flexibility in lendiny terms =2nd conditions for
larger credit dispsnsation znd to bring abc.:t certsin re-
finements in operationsl procedures. Some of the recommen=-
dations in fact had wider implications as they touched upon
the system of taxation as =applicable to the income of commer-
cial banks and the RBI's policy of branch licansing, Chair-
man wantcd all ths participents to discuss thse various aspects
covered in the theme paper from an analytical angle, on the
basis of their own expasrience in the field and contribute
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to erlving a suitable approach and appropriate strategiass
to make the credit delivery system in the dry land and
drought prone areas lass complex, more meaningful and effective.

Se Chairman had further observed that the credit in dry
land arsas should not lead the farmer into s 'dabt trap!'.
Credit should be an instrument of uplift and change ang nui

a source of perpetuwal burden to thae farmer. This would be
possible if sdeauates income gensration was ensured to the
farmer from the investment. It would aISD b9 Necessary to
create an atmosphere of confidence in ths bank's branch managers
operating in thz rural 2ress that the monsy lant uas‘rEpaid
within the prescribad repayment period snd the farmers should
not be given the impression that the loazns would be writtan
of f or th3t the instituitional finmance could also be treated
as gove ‘nmant grants or subsidi=ss, Continuing, Chairman said
that co-ordination hetwean the cradit sjencies and the govern-
ment 2gencies providing subsidios and grants wes of paramount
importancae a2nd 2 system of bringing togethar both the sources
of funds should be preparly svolvad so the” the dev2lopmental
programme could be adsguztaly and ef ectivaly implementad
with institutional finance using the subsidiss as an incen=-
tive to attract the farmars to = neuw typz of investment,

as Aalso improvini the visbility of Lhe inv. stment proposition,
Chairman cautioned that thz systam of arants and subsidies
should not contaminate the developmant field and detract

the farmers from taking recours: to credit for dovelopmaental
purposes. The role of NABARD was not thet of a maere pUr—
veyor of cradit; =s an Apex Developmant Bank in ths field

of rural credit, it would have tg aensure that the principles

of "development throuoh credit™ wsre also Folloued\by the

farmers as well as the cradit agenties. In dry land areas
I.a
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the farmer would have to 'save for the rtainy day'. The
banker, while formulating schemes, sh :1d kssp in view the
farmer®s attitutdes and behsvioural pattern so that the

investment propositions were reslisatic in nature and would

evoke asquick Tesponse.

€. Chairman mentioned that the joint field study of the
sDC & NABARD pointed out the need for a more comprehensive
look at the problem of droucht prone regions and the focus
should not be merely dry farming. In this context, he made

a feference tc the pilot project prenared by NABARD in Medak
district in Andhra Pradesh where 581 had played a Vefy sig-
nificant role. Although the siza of the programme was moderate,
it did provids a nucleus for taking up such proirammes in
gther asreas. This experience had shown that compulsions of
new technology and consideretions of cecology would have to

be blesnded together while formulating programmes in drought
prong areas, While making a raference to & seminar on fore-
StETy held in Panchmadhi in Madhya Pradesh a wekk hefore,
Chairman said that tha bssic approach in dry land areas should
be to combinzeven thz limited irrigsticn wich dry land farming
and for this purpose conssgrvation of r-in water undsr a
’microjuater'shed approiach' wss a sins gua non. He slso

made a refsrasnce to the eeperisnce of ICRISAT in low risk
areas (i.e. averais 750 mm r=infall) in promoting a method

of ridges and furrcws For meximisin yields. ICRISAT laid

a lot of smphessis on =dopting a suitablce scwing tachnulagy

in dry regions for optimum rasults.

7 Chairman stresssd the nsa2d for ¢ multi-disciplinary

approach for tackling thz risks in dry regions. The compart-

mentalisation in governmsnt sponsored programmes would hamper=-

P
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progress; proper co—ordination of various activities was the
only answsr.and easuring such co=ordisaticn was a challenge
to one and all concerned with the developmental efforts andg
particularly to the credit sgencies Chairmen made a references
to the observation in the theme paper that the corpping
enterprise would have tc be combined .ith other allied acti-
vities and said this was the only answer to protect the far-
mers in these areas against ecological risks. The attempt

by all the develdpmental agjencies should be to improve dry
land farme - and not mersly his farm. A family approach, ie.
family/farmer based pilot projects would bs mora relevant to
deal with the dry land farmer. However, if we really wanted
to help the farmer, he should also be subjected to certain
discipline. Some kind of systems and procsdures would be
necessary. While repayment period had to be fixed cvan if there
was no guarantee of the crop some adjustment on a cyclical
financing pattern might bes necessary without restricting the
short-témm lozns for z maximum period of 18 months. B8ankers
were familiar znd had supraome confidence in cash credit system
where suitable chanéas would be made in re-ayments bassd on -
the production and market conditions etc., A similar system

could be thought of svan in thz egriculturesl sector.

8. Chairm=n made a refz2rence to thz pressnt system of
declaring "annewari” znd said thet %o protzct the farmar
affected by natural calmity, state jovernments uwere declaring
'anneuwari' in an 2rea but the banefit often was going to uihes
not genuinesly =ffected. Tha quastion to be thought of was
whather a special lime of cradit with l@ss stringent condi-
tions should not be sanctionad in areas which wers @ ons to

natural calosmitiss. Chairman aleo posad the guestion that

instead of besing the dicision 2f postpohnemznt or reschedu-

ling of recoveriss on Ehe basis of tha =258 old system of

'anneuwari', whether the banksrs themselves could not _on the

basis of the knowladgzs of the 2rea and condition of the far-
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mers extend such facilitics. If such 2 system was 2stablishad

it would not conly be quick in coming 23 tha rascue of the
needy farmer but would 2ls2 ensure thst there was no extranc-
ous intarferance in the system and the benefits would not
accure to thosa who were not genpuincly affaocted by such natu-

Tal calamitics,

9. Chairman also stressed the nsed for having an effactive
extension service in dry rsgions for tha succassful implaman-
tation of the developmentzl programmes. In this connection
he said tha Voluntear Vikas Vshini (VVV) launchad by NABARD
should serve as an excellent axtension wing in spreéding

the principles of tha dsvelopmental eredit. NABARD's axpe-
rience in implementing the VVV programme in Tiruchirappalli
and Madurel districts in ‘Tamil Nadu hod eleaely zstablished
the usafulness of tha programme and given confidence and

ancouragement to sproad the VYV message throughout the country,

10,  Chairman thereafter invited Mr.S. Cnappatte of SDC to
introduce the subject. At the outset Mr. Chappatte convayed
his theanks on behalf of the Government of . witzerleand snd

the SDC 2nd expressed his satisfaction to the NABARD for
convening the Seéminar to discuss thes various aspects relating
to the credit flow to the Orought Prons Arcas in India, a
subject of great intsrest to tham. Ha also expressad his theaks
to the State Bank of Indiz for thoir co-operstion in holding

the Seminar,

11. Mr,., Chappatté: thereafter raferred to the collaboretion
the SOC had with NABARD from 1979-80. SDC is an agency of the
Government of Switzarland chznnelising crecdit ta the Thirc
World countrics. The funds are provided by its Parliament

and priority is givan to the programmacs for the developmeznt
of poorer sectisns of the popul=tion in thisc countrics.

SDC startad collaboration with ARDC for implamantetion of its
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devolopmantal programms: from thi your 879 ond viry happy
relations had caontinued with it and n- NABARD sinca than.
NABARD was found to b: 3 suitsbls and appropristsc agoncy
for channglising tho dovslopmental funds of tha SDC to
reach th2 rtursl farmers. Tha Government of Switzerland
through SOC provided two tranches of croodit to ARDC/NABARD
through GOI for an a groegets amount of Bw.Fr.65 Miliion

and SOC was hanpy that the funds wsrc utilisad properly.

It was howsver custeomary for the S0C to sit down and eva-
lute the detesiled psttsrn of utilisation of funds so thet
it would h=ve adeguatz fezdbeck not only on thae snd-use of
funds but zlso on the various policies, problems and opera=-
tional constraints in the fiald., GSOC would liks to get a
closer insight into all th2 problums in the rural credit
system and from a specific angle i.2., 3 'vizu from balou!
as also a2 'visw from within', It was uith this objective
that tha SDC approached NABARD for conducting an on-the-spot
study in ono of the drought prone arias viz.Ahmednagar
District in Meharashtra State. MNABARD had readily agreed
to the progosal o2nd 2 team uvas constitutcd “or the purpose

with the represssntatives of NABARD, SDOC _-ng its consultant,
the IIM, Ahmedabsd which nsd undortaken s detailod field
study and on th basis 3f thu fe.d-back obtained, prepared

on exhaustivs ranort, It had come out with various

suggestions =and recommendctions. Thase recommandations
minht have a great ba2aring on the poalicics and arocedurcs
which would rosult in further improvemant of the crodit
delivary systzm 50 that they system could bs an 2ffective
instrumant of changs in the socion-cconomic scene of rural
areas, Mr.Chappatte adcdad thet Be would bz immanscly ey

happy ir thz racommendations made in the rsport and brought

.'.8
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out in\the theme paper circulatsd in the Seaninar were pur-
posefully and objsctively discusscd by ths reprasaentatives
of the varicus policy making bodics viz.,, Governments and
institutions, and on ths basis of the consaonsus arrived at,
evolve suitable strategiss for finapcing ths development

of Drought Prcne Arzas in the country. Thereafter Chairman

invited Prof, Anil K. Gupta of IIM, Ahmedabad whi was Elchs)

a membar of the Study Team to _initiste the discussions.

Prof. Gupta outlined the major issues for discussions 0 -

ticulerly those relating to ths institutiaonal and organi-

sational improvemsnts, the modifications called for in lend-

ing terms_and conditions, rafinemepts in the opsratiocnal

procedures and the recommendaticns relating to tax incentives

and government subsidizs inteonded to partially relisve banks

from high operating costs in Drought Prone backuard arsas/

reqgions.

12 Confarence thereafter took up the various items lbtaed
out in tha thams paper for a detailed discussiops. To the
guestion whather any conccssions to the banks in respect of
high cost lending in low population cuensity asreas could be
given, Stri Bosc of Bank of Baroda, c-served that the banks
even in tha absebce of any such incentivaes were catering
to the credit needs of drought prons arsas as the cost of
funds was nat tho main consideration for them in vieu of the
socipo-economic obligstions czst on them. Reinforcing this
point, Shri.M. Gopalakrishnayya of Andhra Bank coservad thet,
as per the guidelines issusd by ths RBI, 40% of their total
lending should b2 zarmarked for priority sectors and out
of agricultural landing itsslf 50% of the resources therebf
should be channzlised far ths banafit of small and marginal
farmers. Banks did nat hava eny difficulty in financing
these special cstegories which wire covirad by the various
N
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national priority programmes such as IRCP/DPAP/MTAL etc.
Intervening, Chairman enguirad from Puof. Gupta shether

there was adenuste empirical dsta to show that the banks

wers nat rati-nally channelising resources .to the drought
prone areas in the couniry in gensral gnd in Ahmednagar
district in particular. Replying to the guery, Prof.Gupta
csaid that there was sufficient empiriczl dasta which was
obtained from a review of the implementation of the Distréct
Credit Plan in Ahmednagar district in Maherashtra and one or
tuo other districts in Gujasrat and Haryane States. His finpe
dings were that in spite of the very clesr quidelines from
RBI and despite sufficient branch netuork in the area, not
even one per cent of the total credit was utilised for enter-~
prises like sheep, goats etc. in Ahmsdnager which were the
main stay of the dry farmer in OPAs. Prof. Gupta also added
that there was distinct tendency for credit allocated to
drought prons districts to get concentrated in non-drought
prone pockets of the district. He further cbserved that there
was an inherent contradiction in the allocation of financial
" putlays. The guastion that crose osut cf this was, hou sffocti-
vely ane should monitor the implementction of the Annual
Action Plans and District Cradit Plans. On the qusstion of
cost of lending, 3hri G.P. Bhave of NABARD observed that

cost of lsnding to thz benks wsuld increasc if there was no
proper mobility of rurel popul=ation from none 2rea to the other.
He further added that cost of landing could be reducsd if the
infrastructurzl fa=acilities such os Groundwater Survey,exten=-
sion serbicss, etc. wera provided by the Govermment agencies
in adequate measure. Therseafter Chairman made a reference

to interest margins to tha benks and observed that it was not
possible to subsidiss lending costs of banks branches in

drought prone regions. Whilz the commercial banks cross=subsidise
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their lending costs in trought pronec arces through the
larger margins availeble 1n sther scctors of lending, the
co-operative banks did not nzve A iarger diversified
portfolic to subsidise such higher -sosts of lending in OPAP
arcas. Chairman added howsver that this problem was duly

reconnisad.

13, On the suggestion to RBI to consider modifying its branch
licensing policy so as to insist banks to Link up ¢p-inolj

of urban branches with not only rural centres but backwerd
sreas within the rtural cantres, Chairman sought the vieus

of Or. M.R. Kotdawala of Reserve Bank of India. Or.Kotdawal a
said that during the Sixth Fives Year Plan, 7000 rural
branches would have to be opened in the country. On the
proposals to expand branch net work in rural areas, RBI

was seeking the views of District Consult=tive Committees.

If State Governments requast for issuing a licence to open

a branch in =2ny partticulesr centre, RBI would give its utmost
consideratioaon for such a2 proposal., Ha, howsvar, added that
70% of rursl branches were running in lossus and it would,
therafore, be nacessary not only to 3o by the population
critcris but zlso the businsss potzntisl existing in an
‘arsa. Continuing the discussions on the s2ms issuz, Chairman
obsarved that the critsria of 17,00 populeticn per brench
was not = rigic =2nc sscrasanct principls, It is e broad guide-
1ine and could be modifizd wheravar necessary. It wes,
howevsr, mentionad in responss to views of Dr. Kotdawala

that population sizs intasndzd to be coverad a2y sach branch
should bz considerably less than in densely populated regions.
There was no réasan to expect thet the uniform coverage would
lead to opening of more branches in backuward region which

in turn could trigger off flow of credit. Shri J.S.Vaershneya
of SBI addesd thatin ths next 3 yzears 1500 offices Wwould

have to be opensd in rural ersas and 80% of thess would be
RRBs, there was =a vary strong tendency for brench net work
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to be concentrated in wsll :ndowsd r2gions as was recently
seen 'n Jhabuz district (Machys Pradash) Panchmahal district
"(Gujarat), GGB Mahandranarh (Haryana). Choirman further obser-
ved that for exploiting the potenti.l in these areas the pcp
and the AAP would ba qood tools. Adequate attention would have
to be paid while formul=ting DCP/AAP to “aks into account the
requirements of DPAs in ths district. The suggestion theat
'v1llaga cdoptlan' would be helpful for the purpose was not
ecceptable is the pest experisnce had shown that these villages
remained by and largs n:grectum. While concluding the dis-

cussion on this aspuct, Chairman stated thats

(a) the populatiin criteria far s brench need not be consi-
dered sacrosanct snd coulc bo relaxed o0 merits of individual
casg, particularly for spening branchas in dry regions,
(b) instructions znd guldelincs may be issuad to ensure
(i) thet the District Crodit Plans and the Apnual Actior
Plans teke iats account tho rcquirsments of dry reqions
and praovide suitsble outlays for tha same in thesa plans.
(ii) monitaoring af tha Drbdlt flow in dry regions as
providacd in the DCP =nd
(iii) considering the scope of tha axisting branches in
dry =rces proaviding credit assistence for dry farming on

2 cluster basis in 2 few solec. ¢ villages,

14. On tha quastizn of racovary psrfarmznce of branches,

Prof. Anil Gupta saic that thers was no vidents that ths
recovery of perfoirmsnca in backwsard regions would be different
from that of othar areas and g=ve the example of Ahmadnagsar
District Contral Co-oporative Bank having =211 its overducs
concentrztec in tha sugar factory arca of the c15trlct While
agreeing with the generzl view that irrigated areas were not
free from the praoblem of overcdues esnd that some of the ra2ason
were comman ta basth dry and irrigatad asruass, Chairman ésked

Sri Sinari of the Nationzl Feceratiosn of State Caoperative Bank
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tn comment a0 the nositinn of cipcontration of ovardues in
Ahmednager District Shri Sinari ssiz that there was no proper
tie up with sug~rcanz purchasss and this was responsible for
the overcduss, Prof. Cupts thereafter pointad out that in

Ahme dnagar district tha MT landing 4as not up L3 the satisfac=
tory level. Hz anguirsd whethsr this wes becausa of inadeguate
infréstructural facilities. Commenting -n this =aspect Shri

UB Raghavendra Ras, Managing Oirsctor, APSC3 said that under
IRDP the SCBs wore rteguired to lend for cspital investment

but the questions that croppsd up in this regarc waulc be whe-
ther infrastructure was acequaits, uwhether bhére was proper
technalagy and whether propst tie-up of credit with the

of ficial programme in the arca was eénsured, Shri Neyak of
Karnataka LD3 statecd that mare date vas Tequired o be genera-
tod to examina this aspect. Shri Wayss of CBI observed that
the credit flow in irrigsted lands in Ahmednagar district was
indesd higher than in =ny other araea in the district,

Chairman "bserved that bankability was not less in DPAs. Since
the total cropping loan was less, tha valums of credit in DPAs
also tended to be lass. The coast norms stipulated would have
to be scrupulously absarved by all the financing banks so
thet there was neither under=financing nor aver-financiag.

He further clarifisc that 1f coast naorms werz nat clear for
different investmants, MNABARD wrul  issue 2 fresh circular on
the subject,

Clarifying tha paint of Pr-f. Anil Gupta about the valicity

of principla of evarags in fixing the c2st norms, Chairman
said that NABARD would examine ant zcansicer whether 2 rangs

approach would be mora appropriata.

15, Shri Prabhu of 3LDE Federation said that the rewailing

of credit was wxpsnsiva not nly in DPAs but als> far §Fs in

ather ara=s. The tisk for lending to SFs was greatsr and
their recovery performencs was in no way better than.the sther
farmers, The tsndency was therafore t3 g2 in for mare and
more lencing to corparzts bodies such es State Electricity Boards
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byrthe cagpar-~tive lenc dsvselaoment banking system. &

number of incentives such es liberalises share capital con-
tribution from LTO by WABARD will serve as a passible cushion
for overduss.

Chairmen than requested Shri Sexunez, 3scretary t 2 Government
of Rejesthan to commont 2n tho shaep rsecing activity in
Rajasthan, Shri Saxsne statoc that in visuw 2f aranch expan-
sian by RRBs and thzir low cast af iending the coast factor

wae not coming in the way of implementing the programme.

The guestion is to snsura continuous flow of credit. The
sheep rearing cxpsrience in Rejasthan was faund t2 bs quite
satisfactory. _

16, Commenting on the issucs telating to crzdit guarentee

apd insurance caver, Shri KK Sakssna, Goneral Manager DICGC
stated thet a bank which had grantad direct crsp loans cauld
conuert maximum of crap lesns f3r 3 =gricultural ssaesons and
grant frash crop 12an t2 eny incividueal farmer ip arzas
affected by natursl calemities upta Rs. 10,000 in aggregate,
Term loans givan ta farmsrs in OPA faor natural calamitics

can be axteondsd upto a period of 15 yzars and if not repaid
frosh term 17ans could bz given by banks with the canditian that
errlisr loan shauld n2t be trcatsd as bad debt. Banks also
can grant ldang For allisd agricul ural activities under the
guarant=s covar of DICGC. T3 2 guery from Chairman, Shri
Sakszna repliad that the claims recealved in DICGE in the
current yoar doublad var the previaus ysar. Ho further men-
tinned that the DICGC had nat broucht out 2 new scheme to covsr
loans by c=iperatives, i.o. PACS, PLDBs &nd branches of SL0OBs,
effective from 7 January, 1983.

17.{i) On =n enquirv by Chairwan, Shri Anil Shah of Sovernmant
aof Gujarzt said that taking int> =ccount the speciesl problems
of OPAs the government in Wmis state was trying to cvolvz nau
schemes and incentives, such a2s, 50% capital subsidy were
praovided undar Farm Forastry Schemes. Shri Jaocha of ICRISAT
shserved that the prajects in DPA shoaulcd snsure transfer of latwst
tochnolagy which would help farmurs inm getting higher yields.
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Chairman observed that banks should provide Credit to
only viable schemes and dispensing with the schematic
approach was out of guestion. UWhils LROP is one of the
priority programmzs, pressure to support this pregramme
should not be at the expense of viability of the invest-

ment proposition.

Shri Mehra, Rssistanthecretary of MORD, GOI referred to

the problems in watershed areas of allocation of axpenditure
amongst farmers and government agenciss. Chairman observed
that he was not in favour of arguing for higher subsidies
and less credit., The subsidy mentality has to be correctad
and the farmers should bs ancﬁuraged to go in for more and

more credit for their investment programmes.

He stressed the need fora comprehansive plan to tackle the

issue,

(ii) Chairman asked Shri Mehra to writs to NABARD on the
subject of formulating watershed projects with financial
assistancs from banks. Prof. Anil Gupts thercafter referred

te the issue of adequzte credit flow -0 SFs. Commenting on

this Shri Sant Dess, MO, BABARD sbserved that a study in NABARD
had revealed that 66 to 70% of NaBARD credit was receivedby
small farmers and thera w2s no ground to azssume that small

farmers wars neglected.

18. On the gusstion of ensuring grester credit flou t-4

OPAs, Chairman obs=rved thzt each branch of tha bank should
have a technical parscn. NABARD could swpport proposals for
providing additionzal technical staff by LDBs. Initiating
discussions oan repayment schedules, Shri G.P. Bhave of

NABARD stated that introduction of separate Kharif and Rabi
crnp 1lnan/cash credit limite had helped ths farmars. They

can alsoc take up »ther alii=zd activities and apply for separate

limits. The repayments for these loans genarally coincidad



46

with harvest time. Shri U.8. Rzghavesadra Rao of APSCE
obsarved that the bankers werz not helping farmers even in
deserving casss,. When they reqo.rad additionsl 1imits on
account of Failure 5f crops, banks insist on repasyment of
the varlier loan. We should develap an =sutzmatic system

of elongating the repeyment periods. In tha cess of failure
nf one crap the farmers should have a contingent cropping
pattern. Govarnment af Andhra Pmadesh is attempting this.

19. 0On the guestian of shuffling of enterprises, Shri Rao
of APSEB added that whzn there was crap fsilure the antire
ecanomic activity in ths ares wauld get depressed and switch

aver t9 othsr awocation also woiuld not be easy.

Shri Nayek of KSLOB was not sure that automatie shuffling gf.
enterprisss suggested was o fzesiblse proposition., Regarding
the portfoliz of finesncing =nd fresdom to the farmer-porr-
owgr faor automatic rteshuffling of tha zctivitias, Chairman
howsvar, =2drded that if altcrnative portfolio and activities
were built int- the originsl scheme and, if such alterna=-
tives flaxivility int. banking pracecures to2 psrmii porg=-
folioc shuffling by the borrowsrs. Chairman further observed
thet in no country s> much pragrsss was mede in developing
the rural credit sysiems uncor several diverse conditions.,
When ther2 wes invaluntzry ca2fault, r.phasing af the loans
was allowad. In rural avzes, a n=suy culture of ropayment .
ethics is gradually dsveloping. We have to change the atti-
tude to 1laok =t overdusas. In many casas the prscticas and
procedurss fallowed in cnmpﬁting svarduss might nat be sound
with the rasult s roalistic picture of overduss is not Faorthe
coaming. The Woarld Bank =sks whan there are praductian incr-
vases how cverdues can miunt up. Thz averduss are perhaps
more psych2lagical than resl. The NABARO and Sankers shauld
sit doun and have a new 197k =t the corcept and come aut
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with fresh norms in this regerd.

20. Reacting to the suggestion . ade in the theme paper

that banks might refinance farmers f3r initisl investment

out of their oun resources or borrowed capital, particularly
for wells, Shri Sant Oesss, MD, NABARD stated that if the
borrower had teken prior approval 5f ths bank in advance,
there was no prablem in refinancing such cxpenditure, Chairman
stated that NABARD could cansider permitting such refinancing
if the expenditure 2n sinking a new well had been incurrad
within a ys=zr from the date of applicatian t> a bank. If
Farmer als2 =pproaches far 2 laan far installation of pump=
set in addition to the requsst made far refinancing the
initial investment on the well, SABARD caould consider app=-

roving such prapasitians subject ta certein safeguards.

21. Regarding the suggsstion t» undertake a study t> find
out the extent »f gradustian af big farmers into either
'self~finzncing' ar atleast to the 'limitad financing con=-
dition' through availing of cradit frsm the banking institu-
tions for some years with = view to making lending after car.
tain cycles of enterpriss, Chairman stated that such a s tudy
was nat necassary and the farmerr wiuld have to be pravided
credit far their szos-nal farm neads for productiaon invest-
ment purmases t- the sxtent they did ngt have their suwn

resaurces,

22. Un a poaint raised by bankers, Cheirman said that the
repayment schedule fiMed in raspect of zach scheme should

be scrupulously adhared ts by the bank and in case deviation
was naticed ho would nat hoesitate t5 call back refinancs
given by NABARD'FJreclgsing ths account. Hs addsd that it was
necessary for sach bank ta taks up pPrages. planning of the
Farmer s multiple activitiss by way of identifying them,
calculating credit requiremants by taking inta accéunt 20sSgi-
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bility -2f invastment failures which 13 inhsrent in DPA.
Banks shauld be toady to finsnce alternstive ingestments.
In case of successive crop failuras, loans could be repha~=
sed over 5 t1 7 y=ars. Even Government sgancies should
actively taks up thea task of rshabilitatiin znd ensure

proper assistance to farmocrs in right tima.

23. Prof. Gupta obsorved that the IIM studies had revealad
number of prablems faced by borrowars in rescheduling of loans
such as executiin »f frash agreamsnts. The borrower :* - wauld
have t> wisit the benk with sureties again and again for the
purpose. Chairman sobserved that tha procedure of equitable
mortgage and hypothacatisn uware creating mora problems in
view of the nan~existence af law of limitatian., In his viau
~automatic revision of repayment schacule was not advisable,
Shri Udupa of Syndicats Bank =ls~n pinec that facility sf
automatic ravision of ransyment scheduls Wwithaut banker's
prior permissian if extended could be misusad. Chairman
reiterated the pzint whethsr For rescheculing and rephasing
of laans instead 2f depsnding >n the "daclarstiosn af spnc-
wari" the banker coulc constitute 2 s:parate committes for
the purpise and take decisian, Shri UyB. Raghavendra Rao

aof AFSCB felt that even under this system thsre could bg
extraneﬁualpressures‘ta daclare an arca as affectad by
natural cslamities. Chairman said thst ths idaa shauld be
developed and rafinsd furthar and a shape ba given. He said
this methad c:uld prave much better far giving rulish eas

he faund that in some states Mannewari® was declared pr o=

perly, whils it was nst so in other statos,

24. On the question af instalment collecti-n systaem, Chair-
man absorved that ths machanism of saving through psst
offices and transfer a2f the amount t- bank .acecsunt was not

practicable, As ragards rzcovery system it was not sUffi-
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cient to advise farmers gF cefault but it it was necessary
for banks to make aFPactha physical arrangumants for recei-
ving repayment. Far this purpoiss bank managérs should |
invariably establish direct cintact u1th Farmers and callact
dugs from them from time to time. ‘

25. While discussing suggestisns made for financing non-
farm activities in draught prane regians, partlcularly
those undertaken by Women, Chairman atated that there should
not be any problep ts parmit borrowing by women without '
'1nsist1ng on a coadbligent in situations where one male
applicant/partner tempararlly migrated in search of any
.gainful economic activities gtc.

26, Dr.Jacha of ICRISAT suggestad that ssrvicas of dealars
» in agricultur=l implemsnts could be utilissd fPor racavery
.nurpjses. It was, hoawsver, falt that =s these dealers
wauld wxnect returns for thas sarvicas rtende ed and in
view af the arics ta: thet might be attached for such -
services, ths suggistisn might nat Find favour for
implementation. Regérding ths sujyg stisn that banks
wauld ~r2vide consultsncy services ta farmers by ‘hiring
on cantract, tachnicqi nrafs ssx1nal8 anc provide servicas
(e.g.y nlant dis=azses, animal dlsaases, pumpset required
u¥xw etc) the cansensus was that organising such
facilities thrnugh the banklng lnstltutlans would be
operationally difficult. Chalrman, however desired

that banks sh2uld exnlara ths p3551b111ty of developing
tripartite agrmemtnts ba tUEun thamsulues, pump daalurs
and farmsrs to ensure repairs and malntunance of the
pumpsets financed,

27. Prof. Anil buptd dualt u1th incentives t: be pra-
vided to the Fizld level staff of tha benks., He statad
that the rural centras should not be taken as punishmant .
centres far pastlng purnises, There should be a system.
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of rotation of ths staff znd dus sncouragement should he
svailable to the staff shawino better T sults/performance

in rural arsas. Adcitional weightsge for pbetter performance
in rursl centres atc. vers the measurses that 'would go a long
way in encouraging thz staff to serve in rural areas. Regarding
th~ compensatory mechanism and i1ncertiv=s for bank staff
suggested in the theme paper, Chairman stated that it was
necrssary to cistinguish betwsen 'field facilities' and
'incentivas', Rursl development administration was one of
the essential responsibilities of the civil ssrvants and
banking perscnnel and in his visw no separate monetary and
ather incentives would be necessary for the purposes.

He added that it would be important to provide field faci-
lities, such as vehicles necessary to enable the bank staff
to carry out the assigned tasks., He zlsa added that staffing
norms for the rural branches of the €Bs should be clearly
specified.

28. Prof. Anil Supte raised the issus regsarding coverage aof
certain activities under insurance schames such as, (i) failure
af land for cultivation dus t2 water logging and failure of
drainage system etc. (i.; non conception/delayed conception
of live stock. Dr.8.5.5aths of NASARD siid that the delayed
conception of livestock waes not coversd undsr thes insurance
scheme as also the naon-conception af lwvestock, It would be
difficult to prove the failure in such casss. Howaever,
mortality could be covsrad unde the insurance schemas.
Mr.Saksana of DICGC stated thet, DICGC was aware of such risk
being faced by the farmars =nd the necessity to provide cover
for such activities. However, in view of the very hiagh risk
being faced by ths farmscvs 2nd the necessity to provide cover
for such activitiss. Houwsver, in vicw of ths very high risk
involved, it would be necescsary to fix high premium for covaering

such activitiass,
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29, On the sucgestion of a2ppointing some of tha smzll
farmers uwith propsr ra2peyment record zs 'collsction agent™®

of bank to reduce cost of cgll2cting repaymants, Chairman
desired to havs a nota from GIC on fidelity insurance and
stated thet this was reguirec by the cooparative banks

for wvarious purposss.

30. Credit linked insursnce schams2 was anokher suggestion

on which G.I.C.I. was requassted to deQale gleborate guidelines

for further processing at NABARC's snd.

31. Idea of shift from Project lending to Portfolio approach
requirsd saome more clshoration and further werk wes reguired

tn prove its faszsibility aven if it appeared desirable.

32. While commentiny on the farmer-based projects, Chairman
gbserved that the farmer was trained to adopt to the axtent

he can, the farming practices at low level of tuechnology. When
we ars discussing the upgradetion of the technology in drought
prone =2reas to thg higher lavsls and the adszgquate cradit sup-
port to carry on farming operations, it was necessary to plan
such opertations and buildk up sosund technical schames with

appropriate backward 2and forwarc lipkagi..

33. Concluding the ssménar Chairm=an obszrved that the various
proposals raisad in thems paper znd discusssc in the saminasr
raeguired further detsziled examination. These mught ba examinsd

in NABARD and z2ppropriats actions initisted in dug course.

The seminar ended with a vote of thanks ty Shri Sant Dass,
Managing Dirsctor to tha Chair and 21l the participants for
their very willing anpd »ctibe participation =znd valuable
contributions to the subjecst discussed. WManeging Director
alsc extended his thanks te the Management of SB81 for the
excelllsnt arrangements made by them for convaning the Seminar.



