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MEASURING PERFORMANCE OF SMALL FARMERS' DEVELOPMENT AGENCY

1« Introduction

The primary ohjective of SFDA-is te imprcove the economic condition of
small and marginal Farmerse In ultimate analysis Agency's activities must
result in increase in net income of small and marginal farmers to & pre-
determined level, This increase in net income should net be a one=shot affaic
but on permanent basis. There are, however, two main difficulties in applying
the criterion of Mincresase in net income %to a pre-determined level" to measurc
the performance of the Agency. Firstly, increase in net income of the farmors
is a.function of various external factors such as input~output prices, uweather
conditions, farmers! motivetions and skillss Only under the assumption that
all these factors ars favourable, Agency's performaﬁce can be measured using
the "increase in net income™ criterich. Secondly, use of this criterion would
involve collection of income data from each small and marginal farmer (or on
sample basis) at the beginning of Agency's activities and after each year of
its operaticne This will be a costly and time consuming exercise especially

when one desires high reliability of data.

This does not, however, mean that the performance of the Agency cannot

be measureds The Agency is expected to achicve the primary objective of
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improving the economic condition of small and marginal farmers by performing
certain pre-determined, specific, short-term, functional tasks. .IF these
tasks are net handled by the Agency efficiently and effectively then the
primary objective of improving the economic condition of small farmers will
not be achicved inspite of favourable external environments. It is thus
essential that proper operational control is exercised on the Agency through

systematic monitoring of its pre-determined, short-term, functional tasks.

The purpose of this paper is to evolve certain methods of anaiysis
and indicators for measuring the performance of the Agency and apply these
to the typB‘Df data which is normally vollected by all the SFDAs operating
in the country. Part of such data generally find place in the quarterly
and annual progress reports of these Agencies. The data used in this paper

whs collected from an Agency operating since 1971.

2+ Functional Tasks of SFDA aggm§§§gg§§ﬁ§“fp;hNgggggjf@lf@gﬂ?ﬂmﬁq@gﬁ

2e1 Functional Tasks

1
There are five main functional tasks of SFDA.

1e To identify the eligible small farmers, investigate
and identify their problems, formulate programmes

1
For detailed description of functional tasks of SFDA, see Government of

India, Ministry of Food and Agriculture, Community Development and Cocperation,
Circular deted November 19, 1969, Reference: Small Farmers Development Agcncy;
and copy of the letter No.11-21-69-Agri. Circular dated 15 May, 1970 from the
above department to Chief Sscretaries of State Governments providing Guidelines
for the Formulation of Small Farmers' Development Agency.



incorporating suitablc measures to deal with them
and devise ways and means of implementing the
programmes :

2 To arrange services and supplies required by
the eligible farmers

3. ~To promote the flow of short-—term, medium—term
and long-term credit to eligible farmers

4o . To give subsidy so that the beneficiary is not
burden with a load of debt which he cannot bear
and repay from his incremental income
Se To draw up plans for investment and production
activities to be undertaken by the supported
farmers, These would be in the form of model
schemesa
These functions were closely inter-relatede Functions 1,2,4 and 5 must
result in increase in flow of credit to small farmers which was a crucial step
in impiouing economic condition of farmers, Enrolment of small farmers and
jdentification of thcir problems was necessary so that further activities could
be undertaken in a systomatic manner. Giving subsidy was not the gnd in itself,
It wes to be given in wery exceptional cases to really deserving small farmers.
There were specific instructians that tgrna was not to be looked upon as an
agency meant for giving subsidics to farmcrs'!. Agency was expected to draw

plans for investmcnts and production activitics so that funds from financial

institutions cculd be directed and utilized in an organized mannere

Agcnoy was not to extend credit from its own funds but to promote the

flow of credit by providing two types of direct assistance to cooperative



eredit institutionss 1) out right grants as 'risk fund' proportionate to the
amounts extended by credit institutions to.small and marginal farmers, and
2} underwrite the cost of extra staff that may have to be employed by these

institutions for additicnal work.

Importance given to promotion of credit flow could be seen from the
pattern of expenditure of Agency's Funds suggested by the Government of India
(Table 1)« The maximum percentage éuggested under different heade of expenditur:
wast Risk Fund — 50 per cent; Staff Subsidy to co—operative institutions -
10 per centy Subsidy to small farmers — 25 per cent; Expenditure on Agency's

staff - 5 per cent; and Provision for schemes to be developed later = 10 per

cente

2.2 Standards for Measuring Performance Efficiency

Each Agency was provided with an outlay of Rse150 lakhs for a period of
five yearss Ths sugoested pattern of expenditure for this outlay indicates
that Rs.1500 lakhs additional credit was expected to flow to small farmers
(Table 2). The ratio of actual flow of credit to the expected figure provides

the most crucial measure of efficiency of SfDA.

In the absence of any standards for physical achievements, the number of
wells dug, pumpésets distributed, number of units of poultry, sheep, piggery,
milch cattle, etca., given to small farmers canot be used for measuring the

efficiency of the Agency. These could, however, be used for inter-Agency



comparisons. Only under certain assumptions standards in relation to physical
achieuemehts could be fixeds For example; it could be assumed that almogt none
of the eligible small/marginal farmers in a region have irrigation facilities
and as such need these facilitiecs (those not having wells, need wells and pump-
setss those having meils,need pump~sets)s Similarly, it could be assumed that"
almost all small farmers in a region need alternate sources of income (hénce,
poultry, piggery, eté.)a Thus, ratio of number of irrigation facilities provid-
ed to total number of eligible farmers not having such facilities could be an
important measure of efficiency; Similarly, the ratio of number of farmers
provided mifh alternate soufces of income to total npumber of farmers needing

these could be ariother measure of efficiencys

3. Application of Performance Standards

3.1 Epneral

The Agency under study was among the first batch of SFDAs introduced
in the country in 1970-71, The scheduled period of operation of the Agsficy was
five years (April 1971 to March 1976). Receipt and expenditure data was availa-
hle for all the years upta March 1976 (Table 3). Other data was available in

aggregate form for four year period ending March 1975 (Table 4).

3.2 Operational Efficiency of the Agency

———— . ——

3,2,1 The planned goal of the Agency was to improve the economic condition
of 45,114 identified eligible small farmers in five years. The preliminary

functional task was to enroll these farmers. After four years of operation



the Agency was still left with the task of enrolment cof 35 per cent of the
eligible farmers, identification of their problems and formulation of programmes

for their development,

3.2.2. 1In the five year period the Agency received Rs.63430 lkahs and
spent Rse62.95 lakhs (about 42,2.per cent and 41.97 per cent respectively of
the total exbected outlay of Rs.150 lakhs), Considering the balance left
every year (1971-72: 55.49 per centy 1972-73t 11,05 per centj 1973=743 4464
per centj 1974-75; 17,01 per centy 1975-T76: 1.85 per cent) availability of
funds was not the problem, but the efficiency of the Agency was itgelf limited
to only about 42 per cent utilization of potential resources of Rse150 lakhs

(Table 3).

3.2.3 During the first four-year period, total credit extended to small
farmers through credit cooperatives was Rse155.10 lakhs as against the expected
flow of additional credit of Rs.1200 lakhs (assuming that 4/5 of the potential
credit flow of Re.1500 lakhs would be in first four years). Thus, the effici-
ency of the Agency in increaeing the flow of credit was only about 13 per cent.
Even if we include the credit extended through commercial banks (Rs453.34 lakhs),
the total credit flow of Rs.208,44 lakhs gives an efficiency level of only

about 17 per cent for the first four years of operationse.

3,2.4 The long term credit extended in the first four years uas
RS+97+13 lakhs against the expected credit flow of Rsee800 lakhs during this

period, giving an efficiency level of about 12 per cent, Total short and



medium—term credit extended during the first four years was Rse111+31 lakhs
against the expected credit flow of Rs.400 lakhs during the same period giving

"an officicncy level of about 28 per cente

3,25 The efficlency figures in para 3.2,3 and Te2«4 are worked out
on the basis of potential Floﬁ of credit for an outlay of Rs.150 lakhs for
five year periodes In the firsf four years the Agency received Re,.46496 lakhs
(and spent Rs.44.49 lakhs)e The potential flow of credit for this receipt
would be Rs.469.60 lakhs (short and medium term Rse156e53 lakhs and long=term
Re.313.06 lakhs)e Evsn after considering this already lew utilization of
potential outlay, the efficiency of the Agency in increasing the flow of cracit

worked out to be only about 44 per cent,

%.2e6 No specific data were available from the progress roports regarde
ing number of eligible small farmcrs requiring irrigation facilities and alter—

nate sources of income. Ue assumezthat a) all the 45,114 eligible farmers needed

To get correct measures of efficiency level the following minimum
information is requireds

a) Mumber of farmers requiring irrigation facilities (separate
figures for wells and pump-sets) »

b) Number of different farmers provided with wells out of those
requiring wells.

c) Number of different farmers provided with pump-sets out of those
requiring pump-sets.

d) Number of farmers reguiring altermate sources of income (separate
figures for milch cattle, poultry units, ectce)s

'g) Number of different farmers provided with at least one of the
alternate sources of income.

Since it is possible that some farmers may get all the possible services
while scme may be left ocut altogether, it would be necessary to get
distribution of farmers according to nature of services received and
number of times services (such as credit) received during the period

of operation of the Agencys



the irrication faciliticsy b) four=fifth of these would be covered in the first
four years, c) 1469 dug wells uere prouidéd to different small farmers out of
which 840 alsoc received pump-scts, d) all thc 45;114 eligible farmers needed
alternate sources of income, 8) four~fifth of these wolld be covered in the
first four years, and f) 1475 milch cattle, 43 poultry dnits, B30 sheep units
and 73 piggery units wecre provided to different farmers, and 320 different

artisans wsre helpede

Under these assumptiocns the efficienecy level of the Agency in the first
four years in terms of extending irrigation facilities was about 4 pei cent,

and in terms of extending alternate sources of income was about 8 per cente

%3.247 Hhbout 42 par cent utilization in five year period of the poten
tial resources of Rs.150 lakhs (cfe 3.2.2) provides only a false lovel of
efficiency in the scnse this aggregate figure hides the actual distribution
of expenditure under different heads, The pre-dermined pattern of expenditure
of the funds provided toc the Agency provides a norm against which actual
pattern of oxpenditure needs to be testeds The deviations from the pre-—
determined norms would indicate annual variations in the pricrities decided
by the operating level as well as level of efficiency achieved gach year undcr

different heads of expenditure (Table S). It could be sscen thats

(i) Every year therc werc tremendous variations from the stated

norms for cach head of expenditure, indicating lack of operational controls.



(ii) The deviation was the highest in case of 'subsidy's The stated
norm for 'subsidy' wrs 25 per cent.of totél expenditure, while the Agency
spent 76.35 per cent. This, inspite of the very clear directions from the
Government of India that Wthe subsidy has to be given imn very exceptional
casc™ and that 'the SFDA is not to be locked upon as an agency for giving

subsidies to farmers's

(iii) The Agency had less expenditure (13417 per cent) than stated
norm for 'subsidy' only in 1974-72, However, this year 55 per cent of the
receipt remeined un—utilized indicating that if the Agency had strictly
followed the norms of expenditure under 'subsidy', every year there would
have been heavy under-utilization of receipts Qﬁich were already low compared

to potential resources available to the Agencye

(iv) In contrast to high pcrcentage expenditure on “subsidies™
the Agency spent in five years in all only B.81 per cent under WRisk Fund®
as against the stated norm of 50 per cent. Risk Fund was directly linked
with flow of credit from credit ccoperatives and cther institutions, The
low expcndityre under WRisk Fund® means either insufficient efforts on tho
part of the Agency to formulate programmes and contact credit agencies to
inerease the flow of credit towards the farmers, or lack of coopsration on

the part of credit institutions.

(v) since flow of credit from the cooperative credit institutions

was below the pre-determined level, the staff subsidy to these institutions
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vas alsc below the stated normse Thus, the opportunity for strengthening theoeo

organizations was lost,

(vi) The Agency's expenditure on staff was twice the stated norm,

(vii} Its expenditurc on planning and formulation of ncw schemes wa3

nil, indicating lack af efforts and creativitye

4., Measuring Effectivanzss of Agency's Perfcrmancs

. According to norms, an cutlay of Rel.150 lakhs was expected to rosult in
flow of additional credit cof Rse1500 lakhs to be spent on various activitics
leading to improvement of economic conditicns of about 50,000 small farmcrs.
This means an additional credit flow of Rs.600 p9£ farmer ﬁer year, Net return
of this additional iﬁuestmcnt can be a matﬁer af conjaofure. Twenty per cont
net return on this additionel investment of Rs$.600 per year would give sach

of the 50,000 farmers (or farm FamiliesL)hn additional income DF-R9.1QQ per
year, that is, Rs.10 per month, or about two days of additional wages per
month at the prescribed rate of Rs4d per daye .IF the number 50,000 stands

for farm familics or households {each with an average size aof five)s The

additicnal credit flow would provide an additional ﬁer capita per month income

of Rs.2 tc each of the 50,000 farm familiese

Out of the total outlay of Rse150 lakhs, only Rs«37.50 lakhs (25
per cent of the total outlay) was cxpected to go directly to the eligible

small farmers as subsidy, This amounts to Rse15 per year per fermer or
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Rse1425 per month per farmer (or farm family)s A net roturn of 20 per cent

of gpis amount would further add Rse.3 per year to each farmer's income.

Thus, theorctically, with an outlay of Rs.150 lakhs for five ycar
pericd the net increase in the income of cach of the 50,000 farmers (familics)
would be Rse,.123 per year or Rse104.25 pcor farmor (family) per month or Rs.2.05
per capita per ménth.* This will be the highest standard of effectivencss an
Agency can be expected to achicve under the most ideal conditions -~ full and
most efficient utilizatibn of rcsources, and farmers' production activities
operating under absolutely ¥no risk"™ conditionse In the prescnt case oven
this expccted, extremely low increase in an average small Farmer's income

could not be achieved due to extremely louw efficicncy of the jgency.

Theoretically, at 20 per cent return on Rs.240,74 lakhs (Rs.20B.44
lakhs loan advanccs and Re.32.30 lakhs subsidies in four years)s The
average increase in thc income of 45,114 small farmers of the region would
be Rse21434 por yecar as against the expected figurc of Re.123. This gives
an effectiveness lavel of 17 per cent which is the same thing as mentioned in

para JeZede

- P

——r——m e

* _ .
Exleuding the net return on Rss123 of the first and subsequent year, if this
increase in income occurs at the end of first and subsequent years.
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The 20 percent return on Rse240.74 lakhs gives a total possible
contribution of Rs.12.04 lakhs per ysar to income of 45114 farmerse This
was achieved at a cost of Rs.3.05 lakhs per year (risk fund to cooperatives;
managerial cost and establishment costy total for four years = Rs.12.15 lakis),
Thusy, on an average, the cost to the country of increasing the income of a

small farmer by Rs.100 per year came to Re.25 per year,

In the absence of data pertaining to actual increass in the net income
of each of the eligible farmer (farm family), it is not possible to find out
the actual effectiveness of SFDA approach in improving the economic conditicn
of small farmers, However, considering the cutlay in relation to magnitude
of the task and considering the extremely low efficiency of the Agency,
serious doubts can be raised about the effectiveness of SFDA. Only manyfold
increase in the outlay and in operational efficiency would improve the
economic condition of small farmers tc an appreciable level. Operational
efficiency could be improved by strict menitoring of the performance against
stated norms and standardses In the absence of increased outlay and efficiency,
alternate strategies for improving economic condition of small fFarmers woyld

have to be evolved.
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Table 13 Suggested Pattern of Expenditure of the Funds Provided to the Small

Farmers' Development Agency

A, RISK FUND

1)
2)

B. STAFF SUBSIDY TO COU-0PERATIVE INSTITUTIONS, ETC.

1)
2)
3)
4)
5)

Land development bank (3 per cent of advances)
Central Banks and primary sacieties (short and
medium~term) at 9 per cent of additional advances

Central Bank

Primary Sccieties

Land Development Bank

Dairy and Poultry Societies
fMarketing Societies

6) Agro=Industries Corporations, etc,
C. 5UBSIDY

1) Failed Wells

2) Dairy and Poultry

3) Transport of Inputs

4) Marketing and Processing Units

5) Custom Service Units Equipment

Ds. AGENCY STAFF
E. PROVISION FOR SCHEMES TO BE DEVELOPED LATER

Fe HOUSE RENT FOR GFFICE

P VSIS RS SRR SRR SRy P S S g 4

Sources

Suggested
ma ximum
percentage

20,00
30.00

Total 50,00

2,00
1.08
1.50
7450
2.00
2,00

Total 10,00

5.00
5.00
5.00
5,00
5,00

Total 25,00

5,00

10.00
Total 15,00

100.00

=t

Not exceeding Rs.300 per month

Government of India, Ministry cof Food, Agriculture, Community Development
and Co-operation {Department of Agriculture), Enclosure to the letter
Nog11=21«69 Agri. Cr., dated 15 May 1970 to Chief Secretaries of State
Govermments providing guidelines for the formulation of Small Farmers'

Development Agency.
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Table 23 Eestimate of Expected Flouw of Additional Credit to Small Farmers

Rgs in lakhs
1s Total Cutlay (Expenditure) 150,00

2. Maximum permissible expenditure on Risk Fund¥

a) To LDB (at 20 per cent of total expenditure) 30,00
b) To Central Bank and primary cooperative societies 45,00
{ at 30 per cent of total expenditure)}

Total 75400

3. Expected Flow of Additional Credit froms

a) LDB on the basis of Risk Fund of Rs.30 lakhs 1000.00

(at 3 per cent of advances) ]

) Central Bank and primary cooperative societies 500,00
on the basis of Risk Fund of Rs.45 lakhs
(at 9 per cent of additional advances)

Total  1500,00

e e s —— Tl - - O o

* See Table 1
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Table 3t Smail Farmers Development Agency, Under Studys Yearwise Receipt and
Expenditure from 1970~71 to March 1976
(In rupees)
Period Recaeipts Expenditure
From January a) Government 290900,00 Expenditure on
to March 1871 grants establishment and
(17.12.1970) administration 8713.85
Closing balance 282184,15
290900, 00 250900,00
From April 1971 a) Opening 282186.15 a) Subsidy to SFs. 73309,306
to March 1972 balance b) R.F. to coOpsa 87060.47
b) Government 500000,.,00 c) Share loan to 5Fs 29790,00
grants d) Managerial cost 21300,00
(15.9.71) 8) Establishment and 136700,77
administration
540160,60
Closing halance 434025.55
782186415 762186415
From /pril 1972 a) Opening 434025455 a) Subsidy to 5Fs, 1320019,43
to March 1973 balance b) Re.F. to coops. 95594,30
£} Shar~ loan to SFs 138240.00
b) G;:izzment 150000000 d) Managerial cost 64975,00
9 e) Establishment and 107765.35
(941141972) . .
administration _
t 03.01
©) Interost an 6793« 172659408
P Closing balance 214224 .48
1340818,56 1940818,56
From April 1973 a) Opening 214224 ,48 a) Subsidy to Sfs 620802.03
toc March 1974 balance b) Subsidy to SCs 163160,00
b) Government 1000000,00 ¢) Risk Fund to SCs 90784,06
grants d) Share loan to Sfs 89910,00
(174773) e) Managerial cost 61000,00
c) Interest on 2604477 f) Stipend to trainees 17822.63
deposits g) Establishment and
administration 116871441
160350.13
Closing balance 56479,12
1216829 ,25 1216829,25

e A am a4 em e M ma e Sw Em e Em Am me o e W W
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Table 3( contd.)
Period Receipts Expenditure
From April 1974 a) Opening 56479,12 a) Subsidy to SFs 617790477
to March 1975 balance b} Subsidy te SCs 105000,00
b} Interest on 4306.22 c) Risk Fund to 5Cs 180313,32
deposits d) Share loan to SFs 14130.00
¢) Refund of 41874 ,50 e) Managerial cost 106599,00
share loan f) stipend to trainees  39767.14
for SLs
g) Establishment and
d) Govte grants 1350000,00 administration 131571.82
7205572.05
Closing balancse 24708779
1452659,.84 T452659 .84
From april to a) Opening 247087.79 a) Subsidy to SFe 1497565,05
March 1976 balance b) Risk Fund to SCs 94008.70
b) Interest on 16300,0% c) Stipend to trainees  53462,19
deposits d) Share loan to SFs 51960,.080
c) Refund of 16730,20 e) Establishment and
share loan -administration 149016,34
from SCs ety
1846007,.28
d) Govt, grants 1600000.00 Clesing balance 34710,.72
1880718,00 1880718,00
fibstract of a) Government 6240900 ,00 a) Subsidy to SFs 41294B6.64
receipts and grants (65424)
payments from b) Interest on 30604401 b) Subsidy to SCs 268160,00
inception upto depceits (4424)
March 1976 e) Refund of 58604,70 c) Risk Fund to SCs 557755485
share loan (B.81)
d) Managerial cost 253874,00
(4.00)
e) Stipend to trainees 111051,96
(1.75)
f) share loan 324030,00
(5412)
g) Establishment and
administration £651035.54
(10.28)
6295337,99
(99.44)
£lasing balance 34710,72
(0,55)
THR08.7T T8
(99.99)
Note: Figures shown in parentheses indicate percentage
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Avilable Data from the Progress Reports of the Agency Under Study for

Four Period (1970-71 to March 1975)

Items Progress upto

SeNDe
- March 1975
4+, Total number of eligible small farmers identified 45,114  (190)
2. Number of eligible farmers enrolled 29,269 (65)
3. Number of eligible farmers yet to be enrolled 15,845 (35)
4. MNumber of cases for which programmes formulated 27,742
5. Expenditure#* .
a) Risk Fund ' Rse 557755.85 (8.31)
b) Staff subsidy to coop. institution, etcs 253874,00 (4.00)
c) Subsidy to small farmers¥* 4832728.60 (76.35,
d) Expenditure on agency staff 651030,54 (10.28,
e} Provision for schemes to be developed later oo.00 {(0.0)
| Total 6295397,99 (99.44,
Balance 34710,72 (0.56)
G. Total 6330108,71 (100)
6, Total Flow of Credit (Rs.)
a) From cocperatives
Short-term 20,70 lakhs
Medigm~term 29.27 "
Long=term 97,13
Total from Coops. 155,10 "
b) From Commercial Banks

Short-term
Medium~term

Total from Commercial
Banks

G. Total

33,
20,

53.

g7
27 W
4w
46w

208,



Suggested Pattern of Expenditure of the Funds Provided to the Small farmers'

Expenditure and Deviatione from the Norms

Development fgency, Actual

- —

| Suggested Jan, to T1==T72 72=73 13-74 P4=75 75-76 Total Deviations
Head maximum Mar, : from norms
’ percentage 1971 Col, 2~9
(1) (2) (3) W & _® (& (9 __ (1)
ARe RISK FUND
1« LDB (3 per cent of advances) 20
2, Central Bank and prinary Societies 30
(short and mecium terms at ¢ per
cent of additional advances)
Total 50 - 11.13 4492 T.46 13.10 5.00 8,8 «41,19
Bs - STAFF SUBSIDY TO CGGP. L, oo o oommmEmomsss e
INSTITUTIONS, ETC. R e 20733435 S5.02 7,34 ~ 4,00 ~ 6,00
L. sSUBsSInY
1« Failed wells 5
2+ D[Cairy and Poulirny 5
3« Transpeort of inputs 5
4« Marketing and processing units %
5« Custom service units cquipment 5
Total _ 25 _ - 13.17_ _75.13_73.26° 53.47° 85,23% 76,35° 451,35
D. AGERCY STAFF o S _ 2499 o _ 17448 _ 5,55 9.60 _9.08 7,92 10.28 + 5,28
E. PROVISION FOR SCHEME TO EE 16
DEVELOPEJ LATER e - - - - -
Ge (.- Total 100 2,99 44,51 88495 95,36 82,95 98,15 99,44
Un-utilised resources (Balance) 87,01 55,49 11405 4.4 17,07 1.85 T 0356 T 0567 T
Twtal . 100,00 100,00 190.0010Q;gg.100.50‘Dg,ggﬂmjgg&pu e
150,00 2490 7.82 19447 12,17 14,53 18,81 63,30 -86,7C

Actual Raceipts in Lkahs (Rsa)

-~

@ Including stipend %o trainees and share loane





