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INTRODUCTION

The principle of cooperation is as old as human society. Cooperation cannotes
working together and has been practiced in various forms since ancient times in India
The history of modern civilization is. in fact, the history of coopei'ation. Nr without it

social and economic progress would have been impossible.

The sprit of village communities of rural India was almost cntirel\ cooperative.
The cooperative element in the community life in India was represented h\ the joint
family system. In this system, the lands were commonly owned, culti\atcd and benefits
were shared by the member equitability. Another form of ct)operation particularly in
credit activities was the chit fund which was based on mutual confidence and honest
dealings. Yet another form, particularly in South India is "Nidhis" which V\erc based on

the idea of mutual credit association (Mahajan. 1970).

The modern concept of cooperation began in India in 1904 with the enactment
of Cooperative Credit Societies Act. This Act made provision lor the establishment of
credit cooperative societies only. In order to widen the sphere of acti\it \ through
organization of all types of cooperative societies, the Cooperative Societies Act was
enacted in 1912. This act made provision for the present two tier and three tier structure

of cooperative credit societies apart from the provision for non-credit societies in India.

In India, farm income still constitute a large proportion of national income.
However, farm income does not meet even the basic requirement of the agriculturists.
This has resulted in the under-utilization of resources on the one hand and chronic
indebtedness of the farmers on the other. The volume of investment in the larm business

mainly depends upon the internal savings geiieratetl b\ the iuisiness. Since the
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generated surplus in Indian agriculture is very less, the provision of adequate. tmely

and cheap finance becomes a necessary function of the state.

Agriculture is changing rapidly due to availability of modern technology. The
adoption of modern technology calls for increased capital needs. Further a majority of
the farmers have very low capital base and as such it would be difficult for them to
adopt the new technology without adequate external finance. The availability of credn
enables farmers to switch over to a superior production function. Hence. production
oriented lending system on the basis of techno-economic feasibility rather than security

based particularly for the farmers who have low income-saving basc 1s imperative.

The All India Rural Credit Survey (1951-54), reviewed credit situation in the
country and recommended new initiation and financial support for the cooperatives
from the Government of India. The establishment of large-sized primary agricultural
credit societies, financial and technical strengthening of the cooperative credit structure

in the rural areas were some of the efforts of the government.

The evaluation of the cooperative credit policy in India indicates that a definite
policy of integrated cooperative credit emerged by the end of the first five vear plan.
Although the same general approach to cooperative credit is still being pursued. a shift
in policy towards multiagency approach to agricultural finance is seen during 1970"s
with the commercial banks and regional rural banks taking active participation. Inspite
of the entry of several other institutions. cooperatives are the most important agencies
which supply the largest amount of institutional finance to agriculture (Directorate of

Economics and Statistics, Bangalore 1997/98).

Doubts are raised about the efficient functioning of the cooperatives i India
Apart from the social view point, proper managemen: of the cooperatives is subject to

cnticism. For instance, the All India Rural Credit Review Committee of the Reserve
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Bank of India has pointed out that the business principles are scarcely followed in the
village cooperatives. The performance of the cooperatives is thus far from satisfactory
as evidenced from the increasing percentage of overdues in the total loans outstanding
against members. Despite this, cooperative sector has been recommended by the
Banking Commission to provide not only credit, but also the other services required to

villagers.

The flow of cooperative rural credit in Indian, is not uniform. Many studies have
indicated that inter and intrastate as well as inter-district inequalities in the flow of
cooperative rural credit in India. The Indian cooperative movement can be divided into
two broader groups, viz., credit and non-credit societies and each one of them may
further be divided into agricultural and non-agricultural societies. The movement n
general is based on three tier system but for a few types like long-term credit societics

which are based on two tier system.

The primary Agricultural Credit Cooperative Societies (PACS) form the basic
foundation on which the entire short and medium term cooperative credit system is
built. These are the societies having direct contact with the member agriculturists a
village level, the Central Cooperative Banks at the district level and the Apex banks at
the State level. These societies are generally organized, managed and benefited by the
member farmers. Of the cooperative movement consisting of different types of
cooperative societies, it is these societies that form the bulk. The success of the
cooperative movement in general, and credit structure in particular, depends to a very
large extent on the success of these primaries. Hence, the study of performance analysis

of these societies will be of much use.

Karnataka has been fortunate from the beginning to have a good rural credit
system compared to many other states. Though there are a number of studies on rural

credit supply and use at the national level, the studies at the disaggregated level are only
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few. The exercise at the national level in any case is expected to give us some broad
perspectives into the trends in credit flow and the nature as well as the extent of the
impact of various factors on credit use. This has to be supplemented by district-wise
studies because districts may differ in respect of soil, climatic conditions, irrigation.
adoption of HYVs, fertilizer consumption, etc. All these differences are concealed in
the national level estimates and make them inappropriate for use in district specific
situations. Though the quantum of credit advanced to agriculture has increased over the

years, the flow is not uniform over the districts.

The effectiveness of the service rendered by primary agricultural credit
cooperative societies (PACS) varies form district to district. Though the number of
these primary societies decreased over the years, they have been able to cover all the
villages, though increase in this jurisdiction. The status of the local communities is also
related to the performance of the cooperatives. It has been indicated that in
communities, with more flexible socio-economic structure as well as with a more
homogenous membership, there would be a greater effectiveness in bringing changes

and to effect improvements.

The planned and positive approach adopted by state of Karnataka somehow has
not been shared by all the rural masses. It is, therefore, all the more necessary on the
part of cooperatives to help the penurious farmers in large numbers rather than the
affluent. The large coverage of the small farmers is one of the indicators of achieving
the desired objectives by the cooperative societies. Due to the varied nature of
performance of these cooperative societies in different districts of the state, often it is
argued that the cooperative societies have failed. However, all the studies. beginning
from the All India Rural credit Survey, have indicated that these primary institutions
which have localised characteristics, close contact with the member farmers. with better
understanding as compared to any other organization, are considered as essential

features for bringing about desired improvement in the local communities.
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The present study was undertaken to analyze the performance of primary

agricultural credit societies in the 20 districts of Karnataka during the period 1986/87 (o

1997/98. The overall objective of this study was to analyze the performance of PACS 1n

all the districts of Karnataka in their various aspects and to cvaluate their changing

status during the period 1986/87 to 1997/98.

Hence, the present study was undertaken with the following specific objectives: -

I

To evaluate the performance of PACS in their various aspects. during 1986/87-
1997/98.

To assess the district-wise growth of PACS in Karnataka. -

To compare the performance of PACS in different districts and to assess the
inequality in their performance.

To identify the factors influencing short term credit flow to different districts.
To rank the districts based on the growth registered by PACS with reference to
different cooperative indicators.

To serve as a basis of investigation on the above mentioned objectives, the

following a priory expectations of outcomes were hypothesized.

8

The performance of PACS in all districts of Karnataka state was uniform during
the study period.

The growth of PACS in their various aspects in different districts of Karnataka
state was decreasing during the study period.

Agricultural credit flow by PACS was evenly distributed across the districts in
Karnataka state.

The agricultural performance and the agroclimatic factors strongly influence the

flow of short term credit in the districts.
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CHAPTER 11
REVIEW OF LITERATURE
In this chapter the work done in Karnataka state regarding the working and

performance of the primary agricultural credit societies (PACS) is briefly reviewed

under the following headings.

1. Performance of the primary Agricultural credit societies
2. Growth and growth rates

3. Agricultural credit flow and regional inequality

4. Factors causing regional inequality in credit flow

2.1 Performance of the primary agricultural credit societies
Mehta (1963) observed that the deposits to working capital and overdues to
outstanding loans were two effective ratios to be considered in evaluating the

functioning of cooperative credit societies.

Patwardhan and Dharmaraj (1966) compared the performance of PACS in
different states of India and found that the percentage of coverage of population by
PACS increased in all the states between 1959 and 1962. The quantum of credit
provided by the PACS registered an increase in all the states except in Assam and
Rajasthan. Moreover the per member loan amount decreased from 1959 to 1962, The
working capital increased over the years in all the states except in Assam. The deposit
per member was the highest in Punjab, while some states had less than Rs. 5 as deposits

per member.

Reserve Bank of India (1966) suggested that the percentage of overdues to loans

outstanding is an important indicator of effectiveness of agricultural credit. Deposits o
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working capital, percentage of borrowing members to total members, loan amount per

member, deposits per member were the other criteria suggested.

Das and Hanumappa (1967) in their macro study of PACS in Southern states
during 1961-62 to 1964-65 indicated a variation in number of societies over the years.
The highest increase of eight per cent was in Andhra Pradesh, while Kerala and Tamil
Nadu had a 4 per cent increase in number of societies. Karnataka had 7 per cent
reduction in number of societies in 1964-65. The membership of PACS in all the states
had increased over the study period except in case of Karnataka. The share capital, total
loans advanced and the overdue position were on an increase over the years in Tamil

Nadu, Kerala, Andhra Pradesh and Karnataka.

Rangachar (1969), while studying the performance of cooperative societies
between 1950-51 and 1964-65, found that the volume of cooperative credit had been
increasing over the years in different states and the increase has been uneven. About 25
per cent of the societies were found to be dormant. In term of overdues, the highest

percentage (74 per cent) was seen in Assam and the lowest in Rajasthan.

Tiwari (1969) analysed the working of the Agricultural credit cooperatives
between 1951-52 and 1965-66 with 1960-61 as the base year. He found that the
working capital was the highest (Rs. 122 crores) in Maharashtra followed by Gujarat
and Uttar Pradesh (Rs. 67 crofes), and the least was in case of Assam (Rs. 2 crores).
The inequality was also observed between states in case of loan amount and deposits
per member. He suggested deposit mobilization drive for better working of the ‘

Agricultural Credit Cooperatives.

Chauhan (1971) assessed the extent of Cooperative borrowings by small,
medium, and large farmers in one of the cooperatively advanced districts of Maharastra.

About 78 per cent of the small, 84 per cent of medium and 26.7 per cent of large
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farmers borrowed from cooperatives during 1971-72. The proportion of overdue
borrower farmers was the highest in casc of medium (84.2 per cent) followed by large
(35 per cent) and small farmers (16.3 per cent). However, the quantum of loan realized
by large farmer borrower was seven times higher (Rs. 7070) than that of small farmer

borrower (Rs. 1040).

Galgalikar and Bhole (1972) pointed out that the success of the cooperative
credit societies depended not only on the extent of advances but also mainly on the
position of recoveries effected. In their investigation, they found that the recoveries

ranged from 52 to 86 per cent. They considered share capital as an indicator of growth.

Singh Gurbachan (1972) appraised the progress and functioning of six
Cooperative Credit Societies in Punjab and found that 37.5 per cent of the working

capital of those societies were derived from the members as deposits.

Krishnaswamy (1973) stressed the need for deposit mobilization in the efficient
running of the rural credit institutions. He indicated that a high deposit — mobilization
could bring about a high level of responsibility and efficiency in the management of

cooperative credit societies in India.

Thakur (1973) tried to probe into the generally conceived hypotheses that (1)
cooperatives are biased towards big farmers in granting loans and (2) the big farmers
are mostly responsible for mounting overdues of the cooperative societies compared to
small farmers. On the basis of an empirical test it was pointed out that both the

hypotheses could not be accepted.

Mariyanathan (1974) found that Kerala had the highest average share capital
(Rs. 36,806) and West Bengal (Rs. 2,769) the minimum during 1970-71. Sujarat had

the maximum per member share capital (Rs. 182) followed by Maharashtra, Bihar and



Jammu and Kashmir, while Assam rccorded the mmimum (Rs. 18). Kerala had the
highest average working capital (Rs. 193287) followed by Gujarat and Bihar. The
minimum was rccorded by West Bengal (Rs. 16238). He found that the defaultness.
inefficient management and dormancy which were interlinked. as the important

problems.

Bhuyan and Mohanty (1975) attempted to examine the working of the primary
cooperative societies in India on the basis of their bad debts and overdues. They found
that the highest percentage ol overducs was in West Bengal (6.12 per cent), while the
lowest was in Andhra Pradesh (0.14 per cent) during 1957-58. The situation however
improved by 1960-61 in all the states except in Assam. The position of bud debts
decreased from 6.12 per cent in 1957 to 1.81 per cent in 1960-61 in West Bengal. It was
also observed that Jammu and Kashmir had the highest percentage increase in bad debts

during 1961-62 (0.04 per cent to 3.32 per cent).

Venkataram (1975) studied the short term financing by institutional and non-
institutional agencies in Mandya district, Karnataka. He found that SO per cent increase
in loan limits of the cooperatives and commercial banks would provide a favourable
situation for adaptation of new technology which provided about 52 per cent increase in

net returns.

Bahaddur (1976) did the trend analysis of all the three types of cooperative
credit societies in Andhra Pradesh during 1958-59 to 1969-70. He found the number of
societies declining over the years due to recorganization. The share capital and deposits
showed an increasing trend. The increase in membership was found to be associated
with an increase in advances, membership and working capital. The short and medium
term credit also registered an increasing trend over the years despite a decrcase in the

number of societies.
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Sridharan et al (1976) cvaluated the working of 15 PACS in a Taluk of Tanul
Nadu. A linear multiple regression model was used in the analysis. The main findings
were that the average deposits per member significantly contributed to the net profits of
the credit cooperative societies, the other factors such as average owned funds. uvcragc‘

amount of loans per member and percentage of borrower members to total membership.

though important, did not influence the net profit significantly.

Choubey (1977) was of the opinion that inspite of the spectacular growth of
cooperative credit during the plan period, the credit gap continues and it was widening
as development gathers momentum. Hence there a need for cooperative credit planning.
The author defines the conccpt. in the context of agricultural development, “*Cooperative
credit planning is a process which involves consistent forecasting and assessment by
cooperative credit institutions, of all kinds of credit needs of agricultural and allied
activities and rational allocation of available resources to match the demand on a period
basis and in a systematic, scientific and objective manner, so as to achieve a given
target of productivity”. The author suggested that cooperative credit societies has to be

multipurpose and viable.

Nair (1976) stated that the ability to mobilise deposits by the PACS continued to
be poor. In 1974 the average amount of deposits per society was only Rs. 5800 as
against an average working capital of Rs. 102743. Among the states, Kerala stood first
in per society average deposits and it was the lowest for West Bengal. The per member
average deposit was the highest in Himachal Pradesh followed by Punjab with the

lowest being in Assam.

Patel et al (1977) studied the performance of cooperatives in Mehsana district of
Gujarat and found that the increase in membership of the societies results in substantial

increase in number of non-borrowers because of overdues. The study further revealed
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lhal ihc proportion of misulili/crs of loan was laigcr and ihoy were mainly cash

borrowers.

Rao (1978) reviewed provisions of the Andhra Pradesh cooperative societies act
1976, for recognition of primary cooperative societies to classify societies into viable,
potentially viable and non-viable societies. Non-viable societies were to be merged or
amalgamated with viable and potentially viable societies. If a society was neither viable
or potentially viable nor to be liquidated, then it was to be merged or amalgamated with

a viable society.

Pandey and Muralidharan (1978) studied the socio-economic factors inlluencing
the overdues in cooperative credit societies. According to their conclusion, the amount
of loan and consumption expenditure were responsible for the overdues. Loans were
issued without keeping the repaying capacity of the borrower in mind and were not

properly supervised.

Goyal (1979) studied the deposit mobilization by Apex Cooperative Banks in
India during the period 1971-1977. He concluded that total deposit mobilization was
sufficient in all the State Cooperative Banks in India. The savings and fixed deposits
recorded a steady growth during the period. The total deposits registered an increasing

trend more than the own funds and total assets.

Venkateswarulu and Rao (1980) studied the impact of cooperative finance on
agriculture in Andhra Pradesh. The study revealed that there is significant impact of
cooperative credit on agriculture with regard to the cropping pattern, adoption of
improved technology such as improved seeds, fertilizer and plant protection and in

terms of the gross yields of maji)r crops.
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Vagganer (1981) discussed the importance of primary agricultural credit
cooperatives in the disbursement of credit to the small and marginal farmers.
agricultural labourers and to other weaker sections m India in the creation of job
opportunities for them. He highlighted the problem of overdues and lack of dedicated
leaders at the village level and absence of good management as contributory causes for

mal-functioning of these cooperatives.

Lasley (1982) examined how the organizational and structural dimensions
influence levels of membership participation and financial performance from a sample
of 20 US cooperatives (10 federated and 10 centralised). The data showed that as
centralization increased, membership participation decreased and that cooperative size

has positively related to financial performance.

Rao (1992) studied the extent of financial infrastructure in Karnataka in terms of
the number of commercial banks and PACS per likh population and per 100 sq.km. He
found that the number of PACS per lakh population decreased from 32.2 in 1974-75 (o
14.3 in 1988-89 due to liquidation of a large number of societies, which were incurring

losses due to heavy overdues.

Barman (1994) pointed out that priority sector lending by itself was not a draw
back in the financial system. It was the appropriate system of selecting the borrowers.
and monitoring the loan and disbursement, use and repayment which were important

issues of cooperative bank loans.

Singh (1996) reviewed the trends in expansion of the network of credit
institutions at the national level and had showed that the share of cooperatives in the
credit disbursement, which had been higher in carlier decades as compared o that of
commercial banks and RRBs, exhibited a declining trend after 1989-90 mainly duce to

expansion in the branch network of commercial banks and RRBs. Further more, the
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high level of overdues had adverscly affected the chigibility of cooperatives and mturn

their lending programmes.

The report on trend and progress of banking in India showed that PACS formed
a pivotal part of the short term structure of cooperative credit institutions (Anonymous.
1997). As of the end of 1997, there were around 91720 PACS with a total membership
constituted 40.2 per cent state wise borrowing membership was below all India level.
During the last few years PACS continued to depend mainly on borrowings from
financing agencies to fund their operations. As most PACS were totally dependent on
the finance provided by CCBS,'I‘CSOUI‘CC mobilization was in a weak spot in their growth
due to the fact that most of the CCBs are not financially strong. This aftects the credit
expansion strategies of PACS. The tota! deposits of PACS as on 1996 aggregated Rs.
3,450.2 crores showing an increase of around 13.0 per cent over the previous year.
Besides Kerala, the other leading states which mobilized sizeable deposits were Tamil
Nadu, Karnataka, Andhra Pradesh and Punjab for the period ended 1996. The total
loans issued by PACS rose to Rs. 11,805 crore in 1996 from Rs. 10459 crore in 1995 a
rise of 12 per cent. With regard to loans outstanding it rose by 9.5 per cent during 1996.
Based on the criteria for viability determination of PACS, it had been estimated that as,
on 1996, only 65 per cent of the total PACS were viable and another 28 per cent have

been considered to be potentially viable.

Jain (1998), in stating the problems of credit in the Indian agriculture. pomted
out that the big impediment in the way of credit flow to the farming sector was poor
recoveries. The low rate of recoveries affected the economic viability of the credit
institutions like cooperative societies. Hence, the government apart from strengthening
the public credit channels, had to step in for credit enhancement and risk mitigation

from the borrowers side through self-nelp groups and other measures.
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Tyagi and Singh (1998) indicated the poor recovery of loan to be a major
problem 1n rural areas. The various reasons offered to explain this problem included
natural calamities, inadequacy of credit, fixation of unrealistic repayment programmes.
poor supervision and follow-up, lack of timely action, lack of coordination among
various government developments and financial institutions. More importantly the root
cause of poor recoveries in rural credit was found to be the utilization of credit by the
borrower for some unproductive purposes. The most serious problem was lack of
awareness of development opportunities through credit among the envisaged

beneficiaries.

2.2 Growth and growth rates

Bhalerao and Srivatsava (1966) studied the working and organization of the
cooperative service societies in Uttar Pradesh. They evaluated the growth of the
cooperative societies in terms of membership, share capital, working capital. rescrve

funds, loans advanced and overdues by using the exponential trend.

Minhas (1966) was of the opinion that the linear trend equation Y (1) = a + bt
gives us an estimation of the absolute increase per unit time. However, when we are
interested in finding one single per cent rate (r) of growth such that Y growing at this
particular rate (r), starting from Y (0) = a, reaches a value equal to a + bt in t years. One
assertion 1s that that this rate ‘r’ is obtained when b is divided by the harmonic mean,

HY and Y. In other words, r=b 1/HY.

Blyu (1967) analysed the effect of several methodological aspects on
measurement of growth rates. He studied the growth rates by using both lincar and
compound forms. He concluded that the linear and compound growth rates would be

more nearly the same, if a better standardizing base was used.
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Garoian and Cramer (1968) cornpurcd the growlh ol'merging and non-mei ging

supply and markeling cooperalivcs in ihc Unilcd Stales of America. Growth in sales and

total assets were the criteria used to represent the growth ol' the cooperatives.

Agarwal et al (1972), in a case study of a district cooperative bank in Andhra
Pradesh, employed trend analysis in evaluating the growth ol' the institutions. Data lor
H) years were used in the above analys's. The variables considered m this analysis were

share capital, working capital, borrowed capital, loans advanced and profits.

Sridharan (1975), in analyzing the growth of Tudiyalur Cooperative Agricultural
Service Society in Tamil Nadu, considered total membership, total assets, total owned
funds, sales and average assets per member for the purpose of analysis. Orthogonal
polynomial function was fitted to the data from 1954-55 to 1972-73. Growth rate was

found out by taking first derivative of the function.

Angrish and coworkers (1976) attempted to calculate the growth rate of the
advances of the land development bank in the state of Gujarat as well as the rect)veries
and loans outstanding using a linear equation Y = a + bx, so as to assess ihe

performance of the LDB during the period 1963-64 to 1975-76.

Fredericks (1976) attempted to indicate the relevance o!' two different political
regions on the cooperative development in ‘West Malaysia. The author used linear trend
equation, Y = a + bx to find out the linear growth of variables such as number of
societies, membership, share capital, etc. He also calculated R" values to test the

goodness of fit.

‘Varma (1980) studied the growth rate of Dairy cooperatives in India for the
period from 1963-64 to 1975-76 using linear regression equations. The variables

considered in the study were number of Dairy Cooperatives, membership, paid up share
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capital and value of sales during the year. In order to study the comparative growth of

the societies, the percentage annual growth rates were also estimated.

Krishnaji (1980) while examining the methodological issues in measuring the
agricultural growth observed that though R? is not a very reliable guide for choosing the
correct form, the common procedure would be to choose the form of regression that

gives the highest value of R? from among a sct of pre-specified trend functions.

Bhalerao and coworkers (1981) studied the year-wise growth of Arccanut
Marketing Societies in India during the period 1967-1977. The variables considered for
the analysis were number of societies, membership, share capital, working capital.

reserve funds, deposits and per member average of these indicators.

Chamola and Hasija (1982) appraised the progress of PACS in India by
employing trend analysis since 1966-67 to 1976-77. The results indicated the highest
growth rate in overdues (14.6 per cent). The number of socicties decreased by 20 per
cent while the membership increased by 50 per cent. The sharc capital showed 148 per
cent increase and member deposits 180 per cent. The share capital and loans advanced
recorded the same rate of growth as that of member deposits indicating that whatever
was deposited by members was given out as loan. The regression analysis also indicated
that one per cent increase in membership is associated with 213 per cent increase in

advances and 1.73 per cent increase in deposits.

Mitra and Sain (1982) examined the stability of Burdwan Central Cooperative
Bank, West Bengal, in financing agriculture during the period 1960-61 to 1980-81.
Both tabular analysis and simple statistical estimates of linear and compound growth

rates were attempted in the study.



17

Bhat and Rao (1982) evaluated the growth of primary Agricultural Credit
Cooperative Societies in Karnataka since 1965 upto 1978. As judged by R? values. they
used regression equation Y = C*"*2 1o estimate the growth rates. The variables chosen
for the purpose of the study of PACS were the share capital, advances. recoveries.

overdues and deposits.

Arunkumar et al (1987) in a study on growth of mputs in Karnataka's
agricultural position by 2000 AD, estimated the requirements of major agricultural
inputs, viz., fertilizers, pesticides, credit and investment in irrigation. They estimated

the total agricultural credit availability to be Rs. 8577.5 million by 2000 AD.

Bhat (1991) studied the agricultural credit absorption in Karnataka for the period
1975-76 to 1988-89. He found that the growth of per ha short term credit absorption is
attributed to irrigation (10.28%), HYV (6%), fertilizer consumption (37.7%) and term
agricultural credit (27.82%). Branch expansion and deposits were found to contritute
negatively to the growth of short term agricultural credit. He further showed that the
contribution of commercial crops was isignifciant as farmers used to obtain credit from

indirect sources.

Singh (1997) has stated that the growth of institutional credit overtime has
reduced the dependence of rural population on private sources of credit. The share of
private sources which formed 93 per cent in the total debt of the rural houscholds in
1951 declined to about 44 per cent in 1987 (All India Debt and investment survey,
1981). Further more, small and marginal farmers with land holdings of less than two
hectares and operating about éS per cent of the net sown area have received about 42
per cent of the total institutional credit. It 1s still a matter of concern that medium
farmers commanding a large (50.9 per cent) portion of operated arca had relatively poor

access (24.5 pr cent) to credit.
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Puhazhendhi and Jayaraman (1999), concerned on the growth of agricultural
advances during 1990-1996, pointed out that despite the phenomenal growth in absolute
terms, the proportion of amount outstanding advances to priority scctor showed a
declining trend from 16.9 per cent in June 1990 to 14.3 per cent in March 1996. The
reversal of the trend was observed in 1996-97 (March) when loans issued for agriculture
constituted 16.3 of the net bank advances. The share of priority sector lending at all
India level whose share had declined from peak of 42.9 per cent in 1985, marginally

improved to 41.7 per cent in March 1997.

23 Agricultural credit flow and regional inequality
Theil (1967), in his book on income and information theory, suggested different
techniques for measuring the extent of incquality in consumer income distributior by

considering different factors such as social welfare.

Anonymous (1971) examined the performance of Commercial Banks that offer
loan to agriculture and reported that with the nationalistation of commercial banks. the
banking system had enhanced agricultural credit supply. The total amount advanced to

agriculture increased from Rs. 4455.8 lakhs in 1967-68 to Rs. 37852 lakhs in 1969-70).

Jain (1971) observed a quantitative decline in the preparation of private lending
to farmers from 1951-52 to 1970-71. The percentage share of institutional credit has
increased but the demand for credit in the farm sector was so large and diverse that all
the institutional credit agencies were still far from meeting the total requircments of

credit.

Champernowne (1974) compared the performance indices of incquality
displayed by given frequency distribution of income. He concluded that the inequality
measures should be selected based on some criteria such as familiarity and convenience

for computation estimations.

Varde et al (1975), reviewed different measures of disparity reduction and of

banking habits by expanding networks of branches. They considered three different
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measures  viz., disparities among different districts, polarization  between  more
developed states and less developed states and disparities among different places i
each district. They indicated that there was a possibility that further branch expansion
may at best maintain and at worst accentuate polarization between developed and under

developed states.

Ghiara (1977) studied the magnitude of overall progress of rural and semiurban
branches and its relationship to incremental deposits and advances. It was observed that
the increase in agricultural loans (114%) was faster than the increase in the total bank
credit (78%) and no significant change in the regional distribution of bank credit o

agriculture.

Arora et al (1978), while studying the inter-state and intra-state disparities in the
flow of rural credit in India, found that the performance of these institutions was uneven
among different states of India. They also confirmed that the amount of loun facilities
were mostly realized by the big and efficient farmers. They indicated that inter state
disparities in the flow of credit depend upon the membership. outstanding dues.

-

working capital, extent of irrigated area and area under high yielding varieties.

Rao and Raju (1978) examined the extent of reduction in the disparity in the
flow of agricultural credit over time and the agro-economic characteristics of the region
with high credit concentration by using state-wise data on per hectare loans outstanding
of primary cooperative credit societies and commercial banks from 1970-71 1o 1975-76.
They showed that even though loans outstanding per hectare had doubled during the
period in all the states except in Assam and Jammu Kashmir, the inter state disparities
continued to be the same. There was positive and significant association between
consumption of fertilizers, oil engines and institutional finance and negative association

with the percentage area under several crops.
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Haque and Maji (1978)measured the direction of flow of credit from 1965-66 to
1974-75 according to size groups of farms using state wise figures. They observed a
decline in the cooperative credit supply in Andhra Pradesh. Assam and Bihar and
constant supply in U.P. while there was an increase in credit supply in other states
during the study period. State to state variation was seen in credit flows to different size

groups.

Puhazhendi and Balakrishnan (1981) studied the temporal vartations in the flow
of farm credit in Nilgiris district and indicated that increase in credit supply helped only
to contain the inflationary pressure and had not augmented the real purchasing power of
the farmers. They concluded that purposeful credit policy must necessarily go with

stabilization of prices of critical farm inputs.

Bhat and Rao (1982) evaluated the growth of primary agriculural credit
cooperative societies in Karnataka during 1965-1978. They reported that the number of
societies decreased by about 40 per cent, while the membership increased by 110 per
cent. The total advances indicated five fold increase and overdues recorded seven fold
increase. They concluded that in qualitative terms, the progress of cooperatives was not

remarkable because of increase in overdues.

Gracy (1983) studied the progress and performance of PACS in ditferent states
of India during pre and post green revolution period (1959 to 1979). She concluded that
the percentage increase in loan per society as well as per member was the highest n
post green revolution period compared to pre green revolution period. The percentage
of short term and medium term credit out of the total loans provided by the PACS
during 1970 and 1979 indicated that 11 states out of 17 provided more than 90 per cent.
four states more than 82 per cent and one state cach provided 77 and 58 per cent of the
total loan as short term loan in 1979. Over the years, the proportion of short term loans

decreased, while the percentage of medium term loan increased in almost all the states



except Punjab. The incquality in the performance ol the PACS between the states as

well as within the states had incrcased between 1968 and 1978,

Rangarajan (1984) examined the course of financial development in India over
the last three decades. The most striking figure was the growth in the size of the
financial system, the proportion of the total financial claims to national income rose
from about 5 per cent during 1951-52 to 1955-56 to about 30 per cent during the period

1977-78 to 1981-82.

Vasudev (1984) studied the progress and performance of primary agricultural
credit societies in Karnataka. He observed a reduction in number of societies. increasing
trend in total membership as well as membership per society, declining of dormant
societies percentage, continuous falling of percentage of borrowing members to total
membership, increase of share‘capital and loans advanced by PACS in the state during

the study period (1968-69 to 1980-81).

Dadibhavi (1988) analyzed distribution of credit according to the size of holding
and regional disparities in credit disbursal during 1970-71 to 1984-85. During the
period 1971-72 to 1981-82, he observed a remarkable increase, from 29 per cent in
1971 to 61 per cent in 1981, in institutional credit to the total rural credit in almost all

regions except Assam, where it witnessed a marginal decline.

Giri and Dasgupta (1988), in their study on intra-state and inter-state variations
in the flow of institutional credit in india from 1978-79 1o 1981-82, indicated that there
were large inter-state variations in the distribution of credit, because some of the states
accounted for a larger share of the total loans compared to the proportions of therr
borrowing members. Loans from commercial banks and RRBs helped to balance the
regional disparity in the flow of credit arising out of unequal growth of cooperative

movement.
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Hagque and Verma (1988) attempted to {ind out the extent of temporal variations
in the institutional and non-institutional sources of credit in various regions for the
period 1971-72 to 1981-82. They observed a remarkable increase from 29 per cent in
1971 to 61 per cent in 1981 in the institutional credit to total rural credit in almost all

regions except Assam, where it witnessed a marginal decline.

Puhazhendi and Jayaraman (1999) studied the impact of credit on agricultural
development using regression analysis. The results of the study indicated that there was
a significant and positive impact of credit on the level of input use, which inturn had a
significant positive impact on the gross value of output in agriculture at the national
level. The increased flow of term credit has significantly contributed to the growth of

capital formation in the private sector in agriculture.

Shivamaggi (2000) pointed out that the overall picture of cooperatives., baring a
few exceptionally successful PACS, to be dismal. While the apex bodies at the state and
district cooperative banks are prosperous, many primary societies were sick and
stagnant. As apex bodies many of them had failed to function a genuine leadership in
the cooperative system “Government interference which leaves no scope for these apex
bodies to show initiative and workout action plans for development on their own was
partly responsible for this situation” pp'’"®. In order to enable the cooperatives to meet

the challenge of competition they need restructuring.

Satyasai and Badatya (2000) affirmed that with the onset of the financial sector
reforms since the beginning of 1990s, the expectations from cooperatives had been
high. Viability was increasingly stressed and prudential norms are made applicable to
cooperatives. Not withstanding few success stories, the cooperative system in general
has failed due to both internal .zmd external problems. In this context a total revamping
of the system and not cosmetic changes is expected for the renaissance of the

couperatives structure.
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2.4  Factors causing regional inequality in credit flow
Shukla (1971) concluded based on the study on regional analysis of institutional
credit that cooperatives and commercial banks followed the same pattern of agricultural
finance. She also indicated that agricultural finance depended on the physical assets of

the farmers such as land, farm machinery, consumption of fertilizers, etc.

Gupta et al (1978) studied the extent of inequality and reasons for the specific
trends in inequalities in supply of cooperative credit in India between 1970-71 and
1975-76. They attributed the high degree of inequality to the advancement of
technology, fertilizer consumption, area under HYVs being concentrated in certain

regions of the country as well as the overdue percentage.

Singh and Singh (1978) used the multiple regression analysis to determine the
relative importance of different factors affecting the inter-district distribution pattern of
agricultural advances in Punjab. They attributed the factors such as inter-district
difference in agricultural productivity, rural literacy, density of road network and the
proportion of large holdings to the disparity in the flow of credit in agriculture during

the period from 1970-71 to 1973-74.

Basu (1980) analysed the determinants of regional imbalances in banking
development in India, by using data on 360 districts for the year 1973. He used
regression technique to determine the determinants of per capita credit by taking
variables like per capita deposits, bank branches per lakh population, percentage of
gross irrigated area to gross cropped area and index of urbanization. He found that
degree of urbanization seemed to be the one which inflates per capita credit as a higher
rate compared to the enhancement o'f per capita deposits and also concluded that

increase in quantum of cooperative credit enhanced bank credit.
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Chippa and Sushmasagar (1981) attempted to explain the varnaton in the level

of bhanking development in India on the basis of a cross section of observations on
cighteen major states. They computed a composite index by the method of modificd
factor analysis for the year 1977-78. 1t was observed that urban branches per thousand
square kilometers rural branches per thousand square kilometer and per capita deposits

as the important variables in deployment of credit respectively.

Bhalerao et al (1988) attempted to assess the extent and trend in the regional
(inter-state) inequality in the supply of long term credit by the land development banks
in India for the period 1968-69 to 1980-81. The analysis indicated that the imequality in
the distribution of long term loans in the 17 states had increased during the 12 vear
period. To avoid further accentuation of the problem of regional imbalance. they
emphasized on accelerated development of cooperatively under developed statex with

more resources, trained manpower and efficient long term credit management.

Prabhakaran and Umadevi (1988) attempted to examine the nature and extent of
regional imbalance in the flow of agricultural credit through primary agricultural credit
societies in Kerala during 1976-77 to 1985-86. The study showed that there was a
gradual decline in the regional concentration of refinance distribution of credit. The
levels of fertilizer consumption, acreage under perennial crops and the use of farm

machinery were the major factors contributing to the regional imbalance.

Pandey and Ashokkumar (1988) examined the structure and growth of
cooperative credit in different states and investigated the factors responsible for the flow
of credit for the period from 1977-78 to 1983-84. The analysis indicated that the
compound growth rate was the maximum in Punjab. The factors responsible for
variation in the flow of credit in various states were fertilizer consumption. irrigated

area, area under high yielding varieties and area under cash crops.
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CHAPTER 111

METHODOLOGY

The main purpose of the present study was to analyze and to compare the
performance of the PACS in Karnataka over the years. In consonance with the
objectives of the study, the methodology followed is explained under the following
headings.

3.1 Brief history of cooperative movements in Karnataka.
3.2 Brief description of the study area

3.3 Research data base

34 Definition of variables considered in the study

3.5  The methods of analysis used in this study

3.1 Brief history of co-operative movement in Karnataka

Karnataka is one of the developed states in the country in the ficld of
cooperation. The cooperative movement of the state has spread to various fields of
development and is playing a vital role in the economic development of the
agriculturists and the weaker sections of the community. Practically all villages have

been covered by cooperatives.

The state was the first to enact its own independent cooperative law among the
states and provinces. The Mysore cooperative Regulation IV was enacted m 1905,
Though passed on the lines of Indian act of 1904, it made certain departures calculated
o ensure greater simplicity in its application and needs of the state. The important
deviation being the scope for organizing other types of cooperatives other than credit

-

cooperative societies.

The progress of the movement upto 1910-11 was slow, but in the course of next

few years, there was rapid development. There were 111 societies with a membership ol
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9.043 and working capital of Rs.3.71 lakhs at the close of 1910-11. By the close ol
1914-15, there were 725 societies with a membership 56.267 and working capita of

Rs.30.85 lakhs for the whole state (Directorates of economics and statistics. Bungalore).

During the first three or four years of the introduction of the movement n the
state, the need for central financing institutions was not felt. Most of the earlier societies
were of non agricultural type. They were more or less able to rise their own funds for
their working. But, after the year 1910-11, the number of societies registered was
mostly of the agricultural type. Out of 725 societies that were in existence at the close
of 1914-15, as many as 661 societies werc primary agricultural credit socicties. With
the development of this branch of co-operative activity, the need arose for a special

agency to finance them.

The Apex bank was started in 1915 with the objective of financing. mspecting
and supervising the primary cooperative societies in the state. Subsequently. several
district banks also came into existence with their jurisdiction confined to the respective

districts. Five such banks were registered in and subsequent to 1919.

In 1923, the State Government appointed the Mysore Cooperative Enquiry
Committee with Sri. Lalbhai Samaldas as its Chairman. As per the recommendations of
the committee, the Apex bank was recognized for the entire state in September 1925
and it became the sole agency for financing of Credit Cooperative Societies in the state
by giving them loans directly. Further, the District Central Banks were organised in all
the districts of the state by the end of 1954-55. As a result the Apex Bank is financing
and supervising the District Cooperative Central Banks. Similarly. the District
Cooperative Central Banks are financing and supervising the activities of Primary
Credit Cooperative Societies in their respective districts. Thus the bottleneck or

financing of Primary Credit Cooperative Societies was removed.
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The scheme of dispensation of shortand medium termy eredit to the agriculunsts
under the Reserve Bank of India scheme took ats birth i the year 1954 350 Adter the
amendment of section 17 of the Reserve Bank of India Act. provision was made o
sanction of short term and medium term loans for scasonal agricultural operations, for
marketing of crops and for land improvements under the guurantee ol the State
Governments. The authorities of the Reserve Bank of India began to evince interest in

the development of cooperative institutions in all the states with a view (o usc them s

vehicles in the scheme of dispensation or agricultural finance.

At the end of 1954-55, the three tier system of the dispensation ot production
finance was ushered in the hierarchy of cooperative credit structure with the Apex
Banks of state level, District Central Banks at the district level and Primary Agricultural
Credit Societies at the village level. The number of Primary Agricultural Credit
Societies (PACS) has also increased considerably and by [997/98 there were 4392
PACS. The total membership of PACS was 5.048 million and the average membership

per society was 1149,

Karnataka has achieved commendable success in the tield of fong term loans.
The Karnataka State Cooperative Agriculture and Rural Development Bank with the
assistance of 177 Primary Land Development Bank has been providing necessary long

term loans.

3.2 Brief description of the study area

The study was conducted in the state of Karnataka which is situated between
11°31" and 18°45 North latitudes and 74°12” and 78°40° East longitudes and lies in the
Western Central part of Peninsular India. It is bound on the North by Maharastra, on the
North — West by Goa, on the East by Andra Pradesh. on the South and South West by

TamilNadu, on the South West by Kerala and on the West by the Avabian Sea.
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The study arca retfers to the entire Karnatakao state covering anarca of
1.91.791sq.k. on occupying 5.84 pre cent of the total geographical arca of the country,
The population of the state according to the 1991 census was 44,977.200 (with
22,951,916 males and 22,025,284 females) as against a population of 37.135.714 (with
18,922,627 males and 18213,087 females) as for 1981 census. In terms of area, the state
holds eighth place among the states in the country arranged in the descending order.
Among the districts of the state, Bijapur occupies the largest geographical area with 8.9
per cent and Kodagu district has the smallest area with only 2.14 per cent. Bangalore 1s
the most densely populated district with the density of 618 persons per sq.km. and
Uttara Kannada has the lowest density, with barely 104 persons per sq.km The state has
four revenue divisions, 175 taluks, 745 hoblies and 27,066 inhabited villages. The state
is divided into four divisions viz., Bangalore, Belgaum, Mysore and Gulbarga.
Bangalore division consists of the districts of Bangalore urban, Bangalore rural,
Chitradurga, Kolar, Shimoga and Tumkur. Belgaum division is made up of Belgaum.
Bijapur, Dharwad and Uttra Kannada districts. Mysore division comprises the districts
of Chikmagalur, Dakshina Kannada, Hassan, Kodagu, Mandya and Mysore. Gulbarga
divistion includes Bellary, Bidar, Gulbarga, and Raichur districts. All the villages are

being served with Primary Agricultural Credit Societies.

There were 23,665 cooperative societies in the state of which 4341 we PACS as
on 31.02.1997. The short term advances of PACS were to the tune ot Rs.960.367 crores
and the medium term advances stood at Rs.103.88 crores as on 31.03.1997

(Anonymous, 1998).

3.3 Research data base

The study encompasses twenty districts of Karnataka state for which the data on
short-term cooperative credit details were available in the form of statistical statements
from the annual report tables (ANR tables} of department of cooperation. Researen and

Evaluation cell, office of the Registrar of Cooperative Societies, Karnataka. The data on
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gross cropped area, gross irrigated area, arca under high yield varieties. arca under
commercial crops, consumption of fertilizers and actual rainfall were collected from the

Directorate of Economics and Statistics, Bangalore.

The period of study was from 1986/87 to 1997/98 as the data in district-wise
cooperative credit like number of socicties, number of borrowing members. credit
advanced. outstanding credit, overdues, ctc.. were available from 1986-87 onwards
only. In this study, districts were considercd as units of reference and district-wise data
on different variables have been considered. The data covered a period of 12 years
1986/87 was taken as the base year because it is an average year. The district-wise
consolidated data on PACS were available form that year onwards. During 1997/98 was
the terminal year of the study because the consolidated data were available upto

1997/98 only.

3.4  Definition of variables considered in the study
3.4.1 Agricultural Credit

The term agricultural credit includes two types of credit viz., short term
agricultural credit and term agricultural credit at the district level rather than at the

individual level.

3.4.2 Short-term agricultural credit
The short term agricultural credit throughout the study refers to the amount of
credit made available for the purpose of crop production from primary agricultural

cooperative socicties.

3.4.3 Term Agricultural Credit flow
This refers to both medium and Jong-term mvestment credit made avatlable

{from primary agricultural cooperative societics.



3.4.4 lrrigation
Il is mcavSLired in tenn.s of ihc proportion ol gross irrigaicd aica lo si\)ss croppcd

area. It represents the development in terms of spread ol irrigation.

3.4.5 Commercial Crop
It is expressed as the proportion ol' area under commercial crops to the gross
cropped area. Commercial crops include cotton, tobacco, sugarcane, groundnut, chilies.

sunflower and coffee which generally need higher credit facilities.

3.4.6 High Yielding Varieties
It is expressed as the proportion of area under high yielding varieties to the gross

cropped area which includes area under paddy, jowar, ragi, maize, bajra and wheat.

3.4.7 Fertilizer Consumption
1 refers lo combined levels of consumption of nitrogen (N), Phosphorus (P20s)

and Potash (K:20) per hectare of gross cropped area in kgs.

3.4.8 Rainfall
The amount of rainl'all (mm) received during the particular year is taken as a

proxy for weather.

3.4.9 Deposits

It is measured as the amount of deposits (in Rs.) per head of membership.

3.4.10 Credit Flow

This refers to the amount of short and term agricultural credit made available lo
the farmer by Primary Agricultural Credit Societies in each of the districts of Karnataka. .
It is assumed that whatever the credit amount provided by primary Agricultural Credit

Societies Intermediaries is being used by the I'armers for one purpose or the othei'.



3.5  The methods of analysis used in this study 3 l

To achieve the objectives of the study different analvtical tools were employed
to analyze the data. The methods of analysis employed were growth functions. tabular
analysis. inequality measures like Theils Entropy, Lorenze curve. Gim ratio and

regression analysis. Each of these methods ure briefly explained below.

3.5.1 Tabular Analysis

Tabular analysis was employed to evaluate the performance of Agricultural
Credit Cooperative Societies between different districts and over the years. The
following per society and per member averages as well as percentages of various
cooperative development indicators were calculated for each district and the state as a
whole for different years from 1986-87 to 1997-98.

a) Average membership per society in each district.

b) Share capital per society.

¢) Share capital per member.

d) Percentage of share capital to working capital.

e) Percentage of Government contribution to total share capital.

f) Deposit per member.

g) Percentage of deposits to working capital.

h) Working capital per member.

i) Loans issued per member.

1) Proportions of short and medium term loans to total loans.

K) Loans recovered per member.

1) Loans overdues per member.

m) Percentage of overdues to outstanding loans.

3.5.2 Growth Function
To assess the growth of PACS in different districts of the state during the study

period, the compound growth rate of different indicators of cooperative development
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were computed. Inanalyzing the growth of PACS in different districts «\l'é)(hc state
during the study period, the following indicators of cooperative development were
considered.

a) Total number of societies .

b) Total membership

c) Total share capital

d) Total deposits

e) Total working capital

f} Total loans advanced

g) Total loans recovered

h) Total loans outstanding

1) Total loans overdues

The growth model employed was an exponential function. Growth rates for the
above mentioned variables were calculated by using the least square method of fitting

the exponential function of the type

Y = AB' ()
Where Y = Variable for which growth rate has to be calculated
A = Constant
B = The relation coefficient
t = Time period in years

This function in fact was used in log form of the type
LnY=InA+tInB .. (2)

Where InA and InB are obtained by least square method. The coefficient of
determination R* was computed to test weather the exponential function is appropriate
or not.

B = l+r
Hence InB = In(l +1)

The compound growth rate was derived from the following equation.

Compound growth rate (r) = antilog [{In(1+r)}] x 100 ... (3)



3.5.3 Maeasures of district-wise inequality in credit flow
3.5.3.1 Coefficient of variation

To accomplish the objective relating to the inequality in the performance of the
PACS over a period of time, cocflicient of variufion (CV) was calculated for cach of the

12 years (1986/87 — 1997/98) using the formula.

CV= —— X 100...... 4

Where CV. = Coefficient of variation
SD = Standard deviation
Mean = ZX/n
X = Variable under consideration
n = Number of districts

Then taking CV as dependent variable and time as independent variable. a lincar
equation of the form

cv = a+bt+e ... (5)

was fitted to examine the trend of district wise variations. The regression
coefficients were tested for their significance. A significant positive regression |
coefficient indicates an increasc in the variability in credit flow while a significantly
negative regression coefficient indicates a tendency of reduction over the 12 year

(1986/87 to 1997/98) period of time.



3.5.3.2 Theils entropy MK
Theil (1967) evolved the measure ol inequality to assess the income mequaliny

which is given by

N |
H(Y)= T  Yilog Y. ... (6)
=1
Where H (Y;) - is the Theils Entropy ‘

Yi-  Proportion of i district in the total credit flow of the state by PACS.

H (Y;) has been modified and is given by
[(Yi) =log N-H (Yi) (7

Where I (Y;) is the Theils Entropy coefficient which ranges form 0 to log N and

N 1s the number of districts.

The valve of I (Yi) being equal to fog N indicates perfect inequality and a value

of zero indicates perfect equality.

Taking I (Y;) as dependent variable. linear trend was fitted to examine the rend
in district-wise inequality over the period of [2 vyears (1986/87 to 1997/98) as
following.

[(Yoy=a+bt+e

The regression coefficient was tested for its significance.

3.5.3.3 Lorenze curve techniques

Kuznets (1963) developed the measure of inequality to assess the income
inequality by constructing lorenz curves and derived their Gini coefficients. Lorenze
curve is a useful tool for diagrammatic presentations of inequality. This presents a

picture of the cOmmutative percentage of districts of the Karnataka state on the X axis
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and handling cumulative percentage of agricultural credit given by PACS per gross

cropped arca on the Y axis.

In a fairly even distribution of agricultural credit, each category of districts in
the state should handle proportionately equal share of agricultural credit per gross
cropped area given by PACS. In that case, the Lorenze curve drawn for cumulative
percentage of districts against the cumulative percentage of the agricultural credit per
gross cropped area handled by each district approaches close to 45 degree line in a
graph. Closer a Lorenzz curve to 45 degrees line, more equitable distribution of the
agricultural credit per gross cropped area handled by different districts of the Karnataka

State.

3.5.3.4 Gini coefficient
Gini coefficient is also called as “coefficient of inequality” and is a very widely

used measure of concentration. The Gini coefficient (L) 1s estimated as follows.

n
L=1- % Pi-Pi-(Qi+ Q- 1)...... (8)
1=1i
P, - Cumulative percentage of number of districts up to and including
i" class.
Qi - Cumulative percentage of credit flow per gross cropped area of districts

up to and including i" class.
n - Number of districts

Lower the value of ‘L’, more equal is the distribution of credit.

3.5.4 Techniques for analysing the factors causing regional inequality
In order to study the factors influencing credit {low to districts, multiple Imcar
regression functions were used. The forms of the analytical models used in the study

and the variables associated with those models are given below.
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3.5.4.1 District-wise multiple regression analysis J
K
C =b+ ¥ b X +e e 19

i =1

3.5.4.2 District-wise pooling of time series and cross sectional data multiple
regression analysis
The regression model run by pooling of the time series (12 years) and cross
section data (20 districts) was attempted to combine the influence of time and space

variables into a single regression, which is not possible through the regression modeis

as above.
K
c,=8, 11X ’8 e (10)
. yt
i=1
Log Cjy=log Bo +Z Bilog Xijw+ Ui, ... (11)
Where
C = Per hectare short term agricultural credit (Rs.)
by and By = Intercepts
bi and J3 = Regression coefficient
X = Term agricultural credit per hectare (Rs.)
X = Proportion of gross irrigated area to gross cropped area
X3 = Proportion n of area under commercial crops to gross cropped area
Xy = Proportion of area under high yield varieties to gross cropped area
X5 = Annual fertilizer consumption (kg/ha)
X6 = Average annual rainfall (mm)
X5 = Per capita deposits (Rs.)
¢ and Uj, = Error term

i=1,2....K (explanatory variables)
j=1,2.....20 (districts)
=1,2....12 (years)

The tigures for each of the variables are at the district level.
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After exploring different forms ot the regression (for growth rates. growth in

cquadity and factors influencing credit flow), the most appropriate form was chosen

. . - o . e e
each case depending on the magnitude ot R™ and regression coefticients.

3.5.5 Ranking districts based on compound growth rate

The ranking of districts was done based on the compound growth rate (CGR)
registered by different districts with respect to various indicators of cooperative
development. For this purpose, CGR registered in respect of the following variables
were considered.

a) Membership

b) Share capital

¢) Deposits

d) Working capital

e) Loans advanced

f) Loans recovered

g) Loans overdue

Ranking was done by assigning different scores ranging from | to 7 based on

CGR registered by the districts in respect of each of the above variables.

For assigning scores the difference between maximum CGR and minimum CGR
registered by districts with respect to particular variable was divided into seven classes
and the range for each was deterrnined. This was done individually for each attribute.
Thus the districts which registered the highest CGR were allotted the maximum score of
seven (i.e., 7). Assigning the scores was done looking into the range fixed. The districts
which registered low CGR and which came under the bottom range fixed. were allotted

a score of one.
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This procedure was followed with reference to all the vartables except for
overdues. In case of overdues the districts which registered high CGR and which were
i the top range were assigned with score of one and the districts which registered low
CGR were assigned with a score of seven. This is because a high CGR of this variable

indicated low performance and the lower CGR is with better performance.

The overall ranking of districts was done by adding the scores which were
obtained by each district with reference to the above mentioned variables on the basis of
the CGR. The district which aggregated maximum score was ranked first and the onc

which aggregated the least score was ranked the last.
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CHAPTER IV

RESULTS

The main objectives of this study were to investigate the performance of PACS
in respect of various aspects and to evaluate their changing status during the study
period (1986/87 to 1997/98) in all the districts of Karnataka. With a view to deal with
the different facts of this objective, the result of the study, with respect to different
indicators of cooperative development are presented in this chapter under the following
headings.

4.1 Performance analysis of PACS in their various aspects
4.2 Growth performance indicators of PACS in Karnataka
4.3 Inter-district inequality in PACS credit flow
4.4  Factors influencing flow of short-term credit

4.5 Ranking of districts based on growth rate indicators of cooperative development

4.1 Performance of primary agricultural credit societies district-wise, in
Karnataka
The performance of PACS was studied district-wise. through different

indicators. The details of the analysis are presented below.

4.1.1 Number of PACS

It can be seen from Table 4.1 that there is a gradual decrease in the number of
PACS in the state from 4732 in 1986/87 to 4334 in 1991/92. In 1992/93. the number of
PACS increased to 4374 and thereafter the reduction in number of PACS was uneven

and by 1997/98 the number reached 4392.

In the base year of 1986/87, Dharward with 736 PACS had the largest number,
followed by Belgaum (475), Bijapur (411), Mysore (303) and Shimoga (253).

Bangalore urban, with 48 PACS, had the lowest number. In the terminal year of
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1997/98. baring Dharward which had 514 PACS. the number of PACS had declined
significantly in all the other districts except in Kodagu, Bellary and Bidar which have

the same number of PACS as of basc year.

4.1.2 Membership

The membership of PACS in the whole state had steadily increased from the
base year to 1995/96 as seen from table 4.2, the total membership of PACS in
Karnataka which was 41.79 lakhs in 1986/87 increased to 51.55 lakhs in 1995/96 and
then decreased to 50.48 lakhs in the terminal year of the study (1997/98). During the
terminal year (1997/98), the districts of Belgaum, Mysore, Tumkur and Bijapur had

relatively larger membership than the other districts.

During the base period of the study (1986/87), Dakshina Kannada with 3.33 lakh
members had the highest membership and Kodagu with membership of 90,700 had the

lowest membership among all the districts of Karnataka state.

In order to assess the performance of the PACS, it would be useful to study the
average membership per society in different districts of the state. From table 4.3 it could
be observed that the average membership per society increased from 1986/87 ill
1995/96 and then after decreased from 1996/97 to 1997/98 in Karnataka state. The
average membership per society increased from about 883 members in 1986/87 to 1193

members in 1995/96 and thenafter decreased to 1149 members in 1997/98.

The results indicated that during the base year (1986/87), Dakshina Kannada had
the highest membership (per society — 1983), followed by Bangalore urban (1850),
Mandya (1280), Bangalore rural (1244), Kodagu and Mysore (1243 per society). On the
other hand the lowest membership per society was in Dharward (365). In the terminal |

year (1997/98), Bangalore urban had 2223 membership per society followed by
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Dakshina Kannada (2101), Tumkur (1722) Mysore (1564) and the Jowest membership

per society was in Dharward (495,

The position of per society membership changed among the districts with
reference to base year and terminal year. It was observed that there was a gradual
increase in membership per society till 1995/96 and thereafter there was a decreasing

trend in some of the districts of Karnataka state.

4.1.3 Financial resources
The financial resources of PACS such as share capital, working capital and
deposits will indicate the financial strength of the PACS. The financial soundness is

most important for better credit and service activities of PACS.

4.1.3.1 Share capital

The details of share capital position of PACS of different districts of Karnataka
state during 1986/87 to 1997/98 are presented in Table 4.4. The results  indicate  an
increasing trend in the total share capital position among PACS in Karnataka between
1986/87 to 1997/98 from Rs.62.27 crores to Rs.170.44 crores. The share capital was the
highest in Belgaum (Rs.31.53 crores) followed by Dakshina Kannada. Mandya.

Dharward and Bijapur and the lowest was in Hassan (Rs.2.72 crores) in 1997/98.

In 1986/87, the districts of Belgaum, Dharward and Dakshina Kannada had
refatively high share capital than the other districts. These districts have maintained

their top position with respect to share capital through out the period of study.

The average share capital per society in Karnataka increased from Rs.1.31.600
in 1986/87 to Rs.4,29,020 in 1997/98 (Table 4.5). In 1997/98. Kodagu district had the
highest share capital per society (Rs.10,82,200) followed by Dakshina Kannada (Rs.
10.70.000). Mandya (Rs. 7,85,100), Belgaum (Rs. 6,15,900). Chikmagalur (Rs.
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4,97,800), Uttra Kannada (Rs. 4,81,900) and Bidar (Rs.4,15,200). However. Gulbarga
with an average of Rs. 1,44,100 had the lowest share capital per society. In 1986/87
Kodagu district had the highest share capital per society (Rs. 4,38,200) and Gulbarga
had the least (Rs. 64,200).

As could be seen from table 4.6, the share capital per member also indicated an
increasing trend over the years in Karnataka state except in 1991/92. The highest,
increase in per member share capital was in Kodagu (from Rs. 352.70 to Rs. 580.3%)
followed by Belgaum (from Rs. 281.48 to Rs. 747.27), Dharward (from Rs. 223.59 to
Rs. 642.34), Uttra Kannada (from Rs. 210.61 to Rs. 515.13) and the least was in
Tumkur (from Rs. 79.85 to 145.76). In 1997/98 the highest per member share capital
was in Belgaum (Rs. 747.27) followed by Kodagu (Rs. 700.38), Dharward (Rs. 642.34),
Mandya (Rs. 626.40) and the least was in Kolar (Rs. 142.71).

Chitradurga registered a declining growth rate (9.79, per cent between 1986/87
and 1997/98), though there was an increase in per member share capital between

1986/87 and 1997/98 except in 1996/97 for Chitradurga and in 1994/95 for Kodagu.

The Government contribution of the share capital of PACS in Karnataka had
steadily increased over the years from Rs.11.90 crores in 1986/87 to Rs.30.99 crores in
1997/98. The details are presented in Table 4.7. The Government contribution to share
capital of PACS was the largest at Rs. 1.09 crores in Dakishna Kannada and the
smallest (Rs. 0.20 crores) in Bangalore Urban district during 1986/87. During 1997/98
the terminal year of the study, the PACS of Dakshina Kannada had gained the largest
government contribution to share capital at Rs. 2.86 crores, while the least contribution

of government share of capital was to the PACS of Hassan district (Rs. 0.44 crores).

The contribution of Government to the total share capital of PACS was worked

over the years for all the districts in the state, the details of which are presented in table



o0

mw.owdw_. gecle 09'see vi'eoc €v'Loc 65°¢61 £€8°991 €e08l L1°081 ¢e091 10°'SS1 co'6rlL 9je|S Byejeule)y

m‘o.owr vy vSi yScel c99L1 SO9Lt 9661t tceect ce8ct v’ aL'glLL [ASRA Nt 61041 mnyoey  0c¢
66651 A4 G988Vl esovt €1L/8¢ OLavi GCveEl 65°6¢! 0o'Lel y9'0ct 9¢'L01 1S5°G6 ebieqino 61
18°9¥S LS6LY Leevy §6°G6¢ 69661 ¥8'€0¢ 60'¢8¢ 6l6ct €0°€Le 9GS Lc'ele 85°€9¢ leplg gl
se'vic 0c’Sse Yo'vSe 9€'8vc 65°98¢ ¥9'9G¢ G9'9¢¢ €cove (44144 vy 9le €681 ogcLt Aeleg L1
Gc'ell c8'6El SLvil ¢0'L01 S0'601 65°G01 95°¢01t 2e'601 6€°L01 c6'101 L6°E01 89°904 a10sAN 91
0v'929 L1168V TASNYAN L6cll 0cviL cl'cli c0'SL1 88°LGI L6°0G1 L2 8G1 So'6vL 86°GG1L eApuely  Gi
8€°002 €v¥°9¢9 11°909 96'855 LE'E09 6v'8Sy gecoey 0591y cLvoy £e°16€ 21°69¢€ 0/1°¢se . nbepoy vyl
8c'6¢} 9e'8t1 y0'€01 6.°G8 0C'v6 LE€'96 80°€6 94°€6 8196 0€'86 16716 Sy'/6 uesseHq ¢l
yE'608S 06'vie 9¢'9i¢e Py 881 68'GLL ¢5'8le 0S'tie 62'10¢ 90'681 L0°¢81 GE'/9) 06'9G1 EpEBUUE}Y eUIUSHEQ  ZI
LL'EYE YR AT 68'8vc vy /8L 19'e8t 05'991 L0°Lv1 €8yl cl'evi gy'Gel €6'8ct 8CvIlL anjebeunpoiyy 11
€0'G1S £5°6.¢ 9g'€ce 29'8t¢ 6€'cct 9.710¢ 18°98¢ 9€'8.¢ iWvvic 9¢'6S¢ S TAVA 2 19°01e epeuuey eJeun Ol
ve ey L2995 GG'8Ly bL/12E gL'6le S0'L6¢ v.L'66¢C £€8°10¢ 2P0t ¥9'¢8¢ 9y'96¢ 65°€ce pemieyg 6
cS'8LE ve'sye 86°0lc Ly'v6l yE'E61 9v'8/L €0°0LL €e'0Lt 8S'€LL ¢5'e9l €L'6S1 96°5S1 indellg 8
YXAVAZA 91°£429 19°LES G8'vov 84 LLY vy 0cy v6'cct £2°¢SE 92'Sve S6'3LE 66°09¢ or'i8ce wnebleg £
9.°'Sv1 cL vt 9.'6L1 cLvil €G¢0l 88°00} 949°€6 9¢'S0!1 60Vl a6 Lt 16°18 S8'6L inwnp 9
[43WA4S v.L'Sy} FASRA 4 9cert Sevrl fANALN [ANAS" g6°¢cl G586 29’0t L/.°101 GLOLtL ebouys g
aradt 66°6€} ¢8'6cl JAS R 48 18 LLL 9/°¢01} 96°86 8210} 16°G6 91'v6 Ly'GL 9.°26 Bloy v
S8'9vl 09t By'e€cl . cOPvLlL TAVANS €9'601 48'801 L9°ELL vPESL 8LLEL S6°201 v1'68 efunpeiyy €
151 ¥4 S8°00¢ 09't61 6¢'G51 85851 ye'SvL 8c'lcl 90°LtL 6L°€LL 60°cOolL 60°€6 ¥G'S01 (leiny) aiojebueg 2
ov'svi L6°6E1L 66°0LL 90°LEL SyLElL 2cotl L6 LEL ge'6el SGPEL 9G°¢elL 96°LEL ¥0°c0ol (vequn) asojebueg 3

86-2661 16-9661 96-G661 S6-V66lL V6-£66L £6-¢66L <26-L661 16-066L 06-686lL 68-886i 88-/861 /8-9861 BuIsIg "oON'IS

(ssadni ur Junowy)
86/,661-.8/986 1 Bulinp (asim-1o111s1p) B)ElEUIEY UI SOV JO Jaquisw 1ad jendes aseys jeloj :9'p-a19el



4y

PS660€  L8ELEC  LVSOLZ 621102 206161 26E08L  L9V991  IBEESL 62SEVL  22OZEL  €E£S0EL 820611 ajelg eyejeuse)
£G66/ GG/ 2985 969v LL6Y LLEY £68Y 852y 882 6vEY by 8/6€ anyorey 02
/829 pY/G 0996 99€S LOVY zely L80Y 616€ 9/6€ 9v6¢ 916€ LLEE ebieqng 61
8622 8LLL 8G€9 19.5 L9€G 09.¥ 959t 10V 866€ S16€ 2v8e 295¢ ieplg gl

6€001 zLv6 1526 0918 1062 ¥8GS 68€£9 vl 1218 v2es L6y 968% Aejeg /1

G259l 414! GS0€L 0svel 2oviL  ¥SSLL ¥860L  91SOL  Z180L  6SEO0l L1066 6926 2I0sAN 9L

6961 56681 £688 2e8L 125/ 60121 1645 08%S €215 vi6Y 9LLY OLLY eApuepy g1
90€eL} 662kt 66211 66211 OvvOL 1596 €162 910 6599 6619 0ve9 0529 nbepoy i
8gey 88cy £/6¢ v26¢e 926¢ v0CY 1SLE 92sY 19G€E £65¢€ S¥Se 286¢ uesseHq ¢|
10982  9/€92  6lalZ  vEL8I 2908+  vBYSL L0/l €¥evl  /80vL  ¥862L z8sLl  1.601 epeuuey eulysyedq gt
80¥0Z  0S0LL GLivL  0OvLL 858 £699 G£89 2009 6887 9z8v voLy 96ty inebewnoyd Ly
50661 £LE01 8166 €016 £506 £506 868 6,68 0828 118/ vivL 0€2S epeUuBy BIENN Ol
916/2  €v0EZ  62S8L  SvEVIL LLZEL  GL6LL  20ZhE  Z8LLL Z990L 89101 0296 v098 pemieyd 6
6LLL1L 90ev ) 9selLL 220kt 0598 0696 L0Z6 2098 606/ G/8. Lv8L glLes indellg g
50552 b6v2Z  8v6LL  2S6EC  062ve  2G6E2  2/E€2  69SPL  9SPEL  89VEL  O8VEL /856 wneblsg £
SOLvL soLelL 9252l 9LL6 LvS6 /958 296. €/98 516/ 2.8L 0219 1865 mjwng 9
G128 2818 5282 £eeL €eeL €ezL €82 80/9 8€£99 €e19 8295 8625 ebouwys g
TAE:] £18GL  62vEL  06SLL 65201 0896 7896 8656 oviL6 S8 0LLL LIEL reoy ¥
09€.} S0l 08101 6148 8¥08 G989 £092 2vs9 v¥€9 2929 1819 1565 ebinpeiyn ¢
0161 6E£SE 19191 GO9Li 2ESYL  96VLL 2£68 £eL8 $SS. 6S€9 ¥91G 9/1G (reainy) suorebueg 2
v961 602y zeey 9sey 090% 6592 8G1€ 9582 L6€2 veee Lsee Sv02 (vequn) aiojebueg |
86-2661 /6-9661 96-G661 G6-¥661 P6-£661 £6-266L 26-1661 L6-066L 06-6861 68-8861 88-/861 /8-9861 siq "oN’lS

(spuesnoy) saadni uj jJunowy)
86/.661-28/9861 Buninp (asim-1ou11s1p) eyejeutey ui SOVd 40 jended aleys 0} uoiINGLIIUOD JUSWWIBAOY) 1/ p-3lqe )



.
'VCJ .

G582 8691 oL8l 1002 v9'6t S€0C  veez €06l 16721 5961 161 L6l ajelS exejRUIR)

9812 /822 00'l2 608l v9'6} S6°91 2691 ev'9l ¥S'9L ze8l 220z Iv6l inyorey 0z
£.81 v/ '8l €581 6281 pEEL 6691 S6°81 198} LEBI p2'lz  S5€Z  8ped ebieqiny 6|
820} SLLE bLLL zezl /8°EL 6E VI 26'Gh 96°L1 0S v 1 S8vL 82'G1 82yt epig gl
/191 Se/1 LOLL £8°'G1 2eel 8z'el 5s°eL LE9L 9L'LL 8921 VEEL 8y'SL Aejleg  £1
65°€2 61°G2 122 6162 Iv'92 50’82 pL'82  §9SZ €692 8l'/2  vbiz  2eve 2I10sAN 91
SpLL 052t 861 2L'S) L1G) 60vZ  S9'LL 8211 S804 00"t} LLLL 2901 eApuey g1
0612 66'St 20'L1 ov'8l 6361 YA 118l SS /L 0521 508} /9°81 ¥S6L nbepoy vl
219k 219t Se'02  9¥'92  S6'€C  ¥Sbe 1L€e 2982 .22  2e€e  96€2 6092 uesseH gl
1091 8891 2522 L8l 9561 Er6l 18°61 88'6} €602  S802 9,02 0012 BpeuuR)| BUlYSHEQ 2L
£6°9¢ og'ey €8'86  S/'8€  9v9E  LL'lE  8plE Ivee 122z 0262  8SLE  6vbE injeBeuwolyy 11
p1°92 90°94 ge8l 5261 0£02 66t 9v'Ee  vbbe l2’€2  S5€2  ¥6EZ 0802 epeUUEY BIENN O}
LOLL 69°L1 v6'SL oevL ad! veEL €82t 892k 602t 8zeh 0s2k  pEVL pemreyq 6
v9'S1 2.9l Ly'9L 60'81 eLGl 6281 vS8L L9LL £9°91 Le2L S0'8k /96l indefig g
608 6€°6 LL'6 961 LEVL 0094 509t 661 L eV LL 262k v8'vL  8yolL wneblpg £
zove  €L'se  ve8lZ  lv'Se  2SSe ISve  26ve  2Lse v9'8l 88'lz  0S/2  9£62 injwny 9
9svZz  L6'v2  €€vZ  80€C  92€C  2l€e  €L€C  8EST 1962 8292 L2 elve efowiys S
l0'E  8Y9E G966 €8'GE €82  ISPE  e5SE  8SPE  OP'SE  SESE  62GE  €0YE 'Oy ¥
0LV  OL0E  6SIE  OvOE li'82 €022  090€  ¥Sl2 0961 ve'€Z €062 0062 ebinpeiyd ¢
LVLE 699 0zee  €L0€  SLO0v  SL/E  €LSE 9S€E 1026 6008 0922 8Le (leiny) a1oebueg 2
66l  €y'82  [9GE  /S0€ 1882  v202  S9vZ  0€ez L6t 0,61 AR AN (ueqin) aiojebueg |

86-L66) 16-9661 96-G66L G6-V66L 16-£661 £6-266L 26-L66L L6-0661 06-6861 68-8861 88-2861 28-9861 10L1S1g_"ON'IS

86/.661-/8/9861 Buunp
(9sim-1011181p) BEIRUIEY Ul SOV JO [ended aieys |ejo) o) [elideo aleys juswuianoh jo ebejusdiad :8'v-9qeL



-y

mm.:;o z0zt cezh ELvL ZESH Lzl v6EL 6L b1 6921 20°El TEq €511 a1e)S B)EjEUIRY

Leel 61LEl 202t ¥S'SL £L'9l vzel 622h 05 b1 S9°04 811 6L'EL v1GL inyotey 0z
2.0l seel ze vl 88°02 80'te 90 vt 129} 1191 L2l z8 L1 0L'2t 8/°¢H ebieqno 61
98'6 Se'6 52704 68°Cl 89Vl 9661 SE61 8/°/1 96'v1 6v°G 0L°€l 8Lzl epig 81
002k SLLL LS 06°Z| ze VL 2Ll £0' vy gL'eLL /6701 Tol! 9611 6921 Aeleg /1L
€8y 81'cl 6SVh WA 6861 ze8l St°02 b1'6 pS el bLpL LOLE LLOk 2108AN 91
AR X S8tz 91°Gh 50'9 5202 96,1 ov'LL 6£°02 L8t 59'81 £8°02 6£'62 eApueiy Gl
v0'L £9'8 0€°04 0+'8 1581 2821 So'El ¥9'0l viLEl 8p'yl LEOL A nbepoy vl
90°0t 65 L1 62'St 90°Gt v LL aLvi 91'G1 €621 yZ'2h zo'el 0£'El 86°Z1 uesseH ¢l
€0°L €9/ 652 0£'6 L L6 68'6 01’6 168 £e'6 L8 vS'L epeuuRy BUYSHEQ 2L
00'p1 Tad! 1802 ve've 95°02 gLz LL°02 8521 SLLL ee kL 9921 8z'¢cl anebeunoiyy Lt
Y 198 S6'8 6901 022l LE2l €6'cl 8L pL 6721 pE VL 96°L1L 288 epeuuey| BBl 0l
06701 6E°Sl TAVA SE'ELL 6161 ze'8l 661 02’61 S6'EL 2L 88y €82l pemieyd 6
ev'zl vi'SH 209t 98'91 LE'G) 129l 1994 ob'Sl Ly Ll 60°El Sp'2L S0°2l indefig 8
152t vL'el AR 126} 68'61 ve Ly 5191 g29l LO'S1 8961 62'vL 6641 wnebleg 2
LLOL ZLel 8801 85v1 1ZS) LLEL Ll o't 9.°¢} 20vl 16701 ELLL mwng 9
52’8 LE0L 0LVt Aad! 90°€) SSLL €811 66701 vS2l SS'HE €0'et ad _ Ebouys g
pLLL £S°Cl 8y'GL 0e°Et 1861 ek LOEL 82zl veLL S €L2l S6v1 ey ¢
820} 66°€l 86°Ch LO'S| 81'Sl eg'LL zeeh £9¢l S5z 16'pL 88 LI 6V L1 ebinpenyd ¢
¥8eh 892l 98°cl €61 09°L1 £0'81 85’61 5891 19el v9'Z1 8y LL 90°El (jeany) aioebueg 2z
VL Y16 /89 62'Sl 2291 9l'vL s8'el SLEl €02l L6'kL 29°LL 856 (uequn) aioebueg |

86-/661 16-9661 96-G661 S6-v66L v6-€661 £6-2661 26-L66L 16-066L 06-6861 68-8861 88-/861 /8-9861 1oUISig "ON'IS

86/.661-,.8/9861
Buninp (8sim-1o113sip) eYelRUIRY Ul SOV 4O |elided Bujiom o) jeyides aieys jo abejuasiad :6°v-alqel



o<
4.8. At the state level, the government’s contribution to share capital of PACS formed
19.11 per cent in 1986-87, which increased and declined over the years. which reached
22.85 per cent in 1997-98. In 1997/98, Government contribution to total share capital
was 47.7 per cent in Chitradurga district followed by Bangalore urban (31.99 per cent)
and Bangalore rural (31.17 per cent). The lowest Government contribution to total share
capital was only 8.09 per cent in Belgaum district. But in 1986-87, the government
contribution amounted to 34.49 per cent in Chickmagalur and it was the lowest at 10.48

per cent in Belgaum district.

The percentage of share capital to working capital will enable us to determine
the self reliance of PACS. Form table 4.9, it can be observed that in 1986/87. 11.53 per
cent of the working capital of PACS in Karnataka state was made up of share capital.
This percentage share has come down to 11.23 per cent in 1997/98. In 1986/87
contribution of share capital to working capital was the highest in Mandya district
(25.39 per cent) and the least was in Kodagu district (7.42 per cent). On the contrary
during 1997/98, contribution of share capital to working capital was the highest in
Mandya district (23.12 per cent) and the least in Dakshina Kannada district (7.03 per
cent). The percentage of share capital to working capital of PACS in Karnataka state is
not uniformly increasing or decreasing but changing form year to vear during the study

period from 1986/87 to 1997/98.

4.1.3.2 Deposits

Deposits raised locally have always been considered as an ideal method for
raising the capital required by the cooperative societies. In Table 4.10 presents the total
deposits position, while Table 4.11 shows the per member deposit in the PACS in

different districts of Karnataka from 1986/87 to 1997/98.

The total deposit showed a changing trend, increasing and decreasmg. over the

years. The total deposits of PACS for the state as a whole increased trom Rs. 122.24
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crores in 1986/87 to Rs. 277.96 crores in 1997/98. The highest deposit posttion was i

Dakshina Kannada followed by Kodagu, Uttra Kannada, Belgaum, Mysore. Bijapur and
Bangalore urban in that order and the lowest was in Bidar in 1986/87. In the terminal
year of 1997/98, the districts of Dakshina Kannada, Kodagu and Uttra Kannada had
mobilized larger deposits. The deposit mobilization was low in the districts of Bidar
(Rs. 3.73 lakhs) and Gulbarga (Rs. 127.14 lakhs) when compared with the respective
base year values of Rs. 12.24 lakhs and Rs. 30.81 lakhs.

The total deposits do not generally reflect the true deposit performance as the
membership of societies in different districts was not the same. Hence, the per member
deposits was worked out to draw the possible inferences on the deposit position as well

as the deposit drive in PACS of different districts in Karnataka state.

An examination of per member deposits (Table 4.11) indicates that deposits per
member for the state as a whole stood at Rs. 258.3 in 1986/87 and Rs. 632.9 in 1997/98.
The districts of Dakshina Kannada (Rs. 3810.6), Kodagu (Rs. 2475.1). Uttra Kannada
(Rs. 1013) and Bangalore urban (Rs. 453.4) mobilized relatively larger deposits per
member in that order, while the rest of the districts had lower deposits per member
during 1986/87. During 1997/98, the deposits per member of the above mentioned
districts was Rs. 7648.5, Rs. 5235.8, Rs. 2322 and Rs. 1627 respectively. Deposit
mobilization per member was as low as Rs. 2.2 in Bidar. Rs. 54.6 in Gulbarga Rs. 57.6

in Chitradurga and Rs. 83.6 in Raichur.

The percentage share of deposits to working capital of PACS is another
indicator to assess the inherent financial strength of the PACS. It indicates the level of
dependence of PACS on DCC Banks for their working capital needs. From table 4.12 it
can be observed that on an average only 22.6 per cent of working capital of PACS in

Karnataka state was made up of deposits in 1986/87 and it further decreased to 17.7 per
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97
cent in 1997/98. The reduction in percentage from 1986/87 to 1997/98 was 4.9 per cent

in aperiod of 12 years.

The percentage of deposits to working capital was very high and the maximum
in Dakshina Kannada (92.3 per cent) followed by Uttra Kannada (56.5 per cent).
Kodagu (41.9 per cent) Bangalore urban (23 per cent) and Chikmagalur (22.6 per cent)
in the year (1986/87. In all the remaining districts, the percentage of deposits to working
capital was less than 10 per cent. In the year 1997/98, the percentage of deposits to
working capital was again the maximum in Dakshina Kannada (50.2 per cent) followed
by Bangalore urban (37.6 per cent), Uttra Kannada (37.5 per cent). Kodagu (34.1 per
cent), Mysore (21.7 per cent) and Chikmagalur (17.9 per cent). In all the remaining

districts the percentage of deposits to working capital was less than 10 pre cent.

4.1.3.3 Working capital

Working capital indicates the amount of funds available for undertaking various
credit and service activities in cooperative organizations. Larger the working capital.
greater is the potential in services and credit activities of a society. If the working
capital increases over the years, it also reflects the financial strength of the societies
which could be an indication of potentiality of better performance and this is more true

in case of per member working capital rather than total working capital.

The working capital comprises of share capital, reserve and other funds. deposits
and borrowed funds. The total working capital and per member working capital in
PACS of different districts of Karnataka are presented in table 4.13 and 4.14.

respectively.

The results reveal that there was a gradual increase in total working capital of

primary agricultural credit societies in all the districts of Karnataka state except
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0
Chitradurga district during the study period. The working capital for the state as a whole

increased from Rs. 539.9 crores in 1986/87 to Rs. 1573.2 crores in 1997/98.

During 1986/87, the working capital was relatively high in the districts of
Belgaum (Rs. 76.3 crores), Dakshina Kannada (Rs. 69.3 crores), Dharward (Rs. 46.7
crores) and Kodagu (Rs. 43.1 crores) and lower in all the other districts of the state. The
districts of Dakshina Kannada, Belgaum and Dharward maintained their top position
with reference to working capital throughout the period of study. In addition, all the
other districts have also improved their position from base year to terminal year. The
working capital was in the range of Rs. 254.3 crores (Dakishna Kannada) and Rs. 20.8

crores (Bangalore urban district) during 1997-98.

The per member working capital for the state as a whole increased form Rs.
314.7 in 1986/87 to Rs. 464 in 1997/98 (Table 4.14). During 1986/87, the per member
working capital was relatively high in the districts of Dharward (Rs. 798), Kodagu (Rs.
785), Bijapur (451), Bellary (397) and Bidar (Rs. 375.5) while was low in the districts
of Dakshina Kannada (Rs. 102), Chikmagalur (Rs. 163), Raichur (Rs.178) and Hassan
(Rs. 192).

During the terminal year (1997/98) the per member working capital was
relatively high in the districts of Dharward (Rs. 1225), Shimoga (931) Bidar (Rs.
789.70), Bellary (Rs. 743.40), Hassan (Rs. 646.9) and Uttra Kannada (Rs. 564.90) and 1t
was relatively low in the districts of Mysore (Rs. 167.90), Belgaum (Rs. 170.5) Kolar
(Rs. 277.4) and Dakshina Kannada (Rs. 315.5).

4.1.4 Loans advanced
The credit activities of the primary agricultural credit societies in different
districts of Karnataka state were analyzed by looking at the total loans advanced and per

member advances. The details are presented in table 4.15 and 4.16 respectively.
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4.1.4.1 Total loan advanced o2

An examination of the results in table 4.15 indicate that the loan facilities which
comprise of short and medium term loans advanced by PACS in Karnataka state
increased from Rs. 199.90 crores in 1986/87 to Rs. 1064.25 crores tn 1997/98. In the
vear 1986/87, Dakshina Kannada district accounted for the largest amount advanced
with Rs. 48.14 crores followed by Belgaum Rs. 28.78 crores. Kodagu Rs. 12.22 crores
and Bellary Rs. 10.64 crores. The least amount of loans was issued by Hassan urban

district (Rs. 2.59 crores).

In the terminal year of the study period (1997/98), Dakshina Kannada district
advanced the maximum amount of loan of Rs. 212.64 crores. followed by Belgaum (Rs.
165.52 crores), Dharward (Rs. 135.63 crores) Uttara Kannada (Rs. 89.43 crores) and
Kodagu (Rs. 82.71 crores). The least amount was issued by Bangalore urban at Rs. 4.27
crores. In the remaining districts the loans issued ranged from Rs. 4.92 crores in

Gulbarga to Rs. 77.13 crores in Bijapur.

4.1.4.2 Loans advanced per member

In order to examine the trend in the amount of loan per member provided by
PACS in all districts of Karnataka state during the study period. the loan amount per
member was calculated and is presented in Table 4.16. The results clearly revealed that
in Karnataka state the loan amount issued per member by PACS increased from Rs.

478.36 in 1986/87 to Rs. 2108.12 in 1997/98.

In the year 1986/87, the loans issued per member were relatively large in the
districts of Dakshina Kannada (Rs. 1444.81), Kodagu (Rs. 1346.82), Bidar (Rs. 914.34),
Belgaum (Rs. 885.70), Uttra Kannada (Rs. 786.30) and Bellary (Rs. 579.65). The per
member advances were less in the districts of Hassan (Rs. 183.97). Chitradurga (Rs.

187.36). Mysore (Rs. 187.57) and Kolar (Rs. 186.54).
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In the terminal year of the study (1997/98) Mandya district has maintained its”
top position with reference to per member advances with Rs. 7331.85 followed by
Dakshina Kannada (Rs. 6061.34) and Uttra Kannada (Rs. 6049.14). The loan issued per
member was the lowest in Bangalore urban district (Rs. 400.15). During the study
period, the average amount of loans issued per member increased, as expected, in all the

districts of Karnataka state.

4.1.4.3 Total short-term loan advances

During the base year of: the study period, out of the total advances of Rs. 199.90
crores by PACS in Karnataka, short term advances amounted to Rs. 160.553 crores
(Tables 4.17) which accounts for 80.32 per cent to total advances. During the terminal
year of 1997/98 out of the total advances of Rs. 1064.25 crores by PACS in Karnataka.
short term advances accounted Rs. 960.369 crores representing 90.24 per cent of the

total loans advanced.

It may be noted that the short term advances depend on the extent of gross
cropped area, extent of irrigation, nature of crops in the region, apart from the past
recovery status of the PACS. During 1986-87, the total short term advances ranged
between Rs. 2.14 crores in Bangalore urban to Rs. 42.57 crores in Dakishna Kannada.
In the latest year (1997-98) too, these were the two districts which accounted tor the
lowest and the highest amount of short term advances, with the range being Rs. 3.054

crores to Rs. 183.834 crores.

4.1.4.4 Total medium term advances

During the base year of the study period, out of the total advances of Rs. 199.90
crores by PACS in Karnataka, medium term advances amounted to Rs. 39.34 crores
(Tables 4.18) which accounts for 19. 68 per cent to the total advances. During the

terminal year of 1997/98 out of the total advances of Rs. 1064.25 crores by PACS in
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Karnataka, medium term advances accounted Rs. 10388.33 crores representing 9.76 per

cent of the total loans advanced.

It may be noted that the medium term advances depend on the extent of gross
cropped area, extent of irrigation, nature of crops in the region, apart from the past
recovery status of the PACS. During 1986-87, the total medium term advances ranged
between Rs. 13.18 lakhs in Gulbarga to Rs. 689.21 lakhs in Belgaum. In the latest year
(1997-98) too, Gulbarga and Dakshina Kannada were the two districts which accounted
for the lowest and the highest amount of medium term advances, with the range being

of Rs. 0 to Rs. 2880.95 lakhs.

The PACS are expected to provide only short and medium term loans
particularly on priority basis to the agriculture sector. The short term loan provision is
the main responsibility of the PACS as no other cooperative institution accommodates
this type of loan (other than FSS). The mcdium term loan can also be obtained by
farmers through the two-teir structure of cooperative organizations. The percentage
shares of short and medium term loans out of the total loans provided by PACS 1n all
districts of Karnataka state between 1986/87 and 1997/98 are presented in Table 4.19
and 4.20.

4.1.4.4 Proportion of short term advances in total advances

It could be seen from the table that during 1986/87 in four districts, the short
term advances accounted for over 90 per cent of total advances in 1986/87 (Table 4.19).
the share of short term advances in total advances were between 80 and 90 per cent n
three districts. In the rest of the districts, the share was 49 to 79 per cent. At the state
level, the share of short term loans in total loans was 80 per cent. This share increased
over years, though not continuously, to reach 90 per cent in 1997-98. More importantly.

the share of short term loans was over 90 per cent in 13 districts. Even in the rest of the
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districts, the share ranged between 67 and 89 per cent. This shows that PACS have been

concentrating on short term loans in the recent past.

4.1.4.5 Proportion of medium term loans in total advances

It could be seen from Table-4.20 that the medium term loans advanced by PACS
in Karnataka state decreased from 20 per cent in 1986/87 1o 10 per cent in 1997/98.
This reflects that a minor proportion of the total lending by PACS was in the form of
medium term loans. The proportion of medium term loans over the years (between
1986/87 and 1997/98) decreased marginally in almost all the districts of Karnataka

State.

4.1.5 Loan recovery
Performance of loans recovery is another criteria used to assess the growth as

well as efficiency in management of primary agricultural credit cooperative societies.

4.1.5.1 Total loans recovered

The district wise total amount of loans recovered are presented in Table 421,
The total loans recovered by PACS in Karnataka state had increased from Rs. 166. 16
crores in 1986/87 to Rs. 770.73 crores in 1997/98. In the base year of the study period
(1986/87), Dakshina Kannada topped the recovery rank with Rs. 40.02 crores, followed
by Belgaum (Rs. 23.53 crores), Kodagu (Rs. 9.81 crores), Dharward (Rs. 9.38 crores).
Bellary (Rs. 8.87 crores) and Bijapur (Rs. 8.38 crores). The recovery performance was
low in the districts of Hassan (Rs. 1.91 crores), Bangalore urban (Rs. 2.03 crores.

Gulbarga (Rs. 2.25 crores) and Kolar (Rs. 3.13 crores).

In the terminal year of the study period (1997/98), Dakshina Kannada topped the
recovery list with Rs. 183.37 crores, followed by Belgaum (Rs. 120,72 croves).
Dharward (Rs. 79.30 crores), Uttra Kannada (Rs. 73.62 crores) and Kodagu (Rs. 63.39

crores). Bangalore urban district recovered Rs. 3.41 crores and stood Tast of all districts
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m Karnataka state. Gulbarga district recovered Rs. 6,36 crores. Bangalore rural
recovered Rs. 9.09 crores and Mandya recovered Rs. 9.85 crores. In all the remaining

districts ainounts recovered was more than Rs. 10 crores.

4.1.5.2 Loiui recovery per member

L~oans recovered per member by primary agricultural credit societies m
Karnataka state were Rs. 4-7°6-7 in 1986/87 and it increased to Rs. 165.2"S' =" 1997/98
(Table 4.22). However loans recovered per member iuWQiJfiito Rs. 65i”"5"nT 1987/88
and Rs. iO (:0 in 1994/95. }(cx{aOu. district topped the list with reference to loans

recovered per member throughout the study period.

During the base year of the study period (1986/87), the recovery per member in

0 ‘' K- was Rs. which was followed by Kodagu (Rs.fC?! iand9*<ia,?( (Rs,

7?0'7e?- k.Dlay recovery performance of only Rs, member

and was at the bottom of the list. During the terminal period of the study. Dharward
recovered Rs. per niember, followed by (Rs,

andDh<L'i™(J<d(Rs.5'i3'6").~ufi-fifNi3L with recovery peiiormance of Rs.303"27 pci

member was ranked at the bottom from the list of all districts of Karnataka state. The

recovery performance of ranked top from all the districts throughout the

study period (1986/87 to 1997/98).

4.1.6 Loans outstanding

The performance of loans outstanding is also another criterion used to assess and
evaluate the growth as well as efficiency in management of PACS. Apart from the total
amount of loans outstanding, the amount of loans outstanding per member were worked

out.
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4.1.6.1 Total loans outstanding Y

From the increase of total loans outstanding it is quite understandable that there
was a poor performance of PACS in the state. The total loans outstanding by PACS in
Karnataka state has increased from Rs. 314.89 crores in 1986/87 to Rs. 984.18 crores in

1997/98.

In the base year of the study period (1986/87), loans outstanding were relatively
large in the district of Belgaum with Rs. 40.83 crores, followed by Dakshina Kannada at
Rs. 35.52 crores, Dharward at Rs. 32.60 crores Bijapur at Rs. 21.17 crores and Mysore
at Rs. 20.22 crores. The amount outstanding was low in the districts of Hassan (Rs. 5.67
crores), Chikmagalur (Rs. 6.60 crores), Gulbarga (Rs. 7.48 crores), Raichur (Rs. 8.46
crores) and Shimoga (Rs. 8.79 crores). In the terminal year of the study period (197/98).
the districts of Dakshina Kannada (Rs. 161.60 crores), Belgaum (Rs. 186.71 crores).
Dharward (Rs. 94.21 crores), Bijapur (Rs. 64.38 crores), Bidar (Rs. 60.37 crores) and
Uttara Kannada (Rs. 59.15 crores) had relatively large outstanding than the other
districts. Outstanding were relatively less in the districts of Bangalore urban at Rs. 7.27
crores in Mysore at Rs. 14.91 crores in Hassan at Rs. 17.49 crores, in Raichur at Rs.

17.84 crores and in Gulbarga at Rs. 19.89 crores.

4.1.6.2 Outstanding loans per member

Loans outstanding per member of primary agricultural credit societies in
Karnataka state have increased from Rs. 753.5 in 1986/87 to Rs. 1949.5 in 1997/98
(Table 4.24). However loans outstanding per member marginally increased o Rs.
1019.4 in 1989/90 and it was uneven upto 1994/95. Thereafter, loans outstanding per
member increased from Rs. 985.70 in 1995/96 to Rs. 1949.50 in 1997/98.

During the base year of the study period (1986/87), outstanding loans per
member was larger in Kodagu district (Rs. 1630) followed by Bidar (Rs. 1303.3),
Belgaum (Rs. 1256.7), Dharward (Rs. 1215), Uttara Kannada (Rs. 1132.20) and
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Dakshina Kannada (Rs. 1066). Loans outstanding per member was low in the zijs‘lricls
of Hassan (Rs. 402.7), Chitradurga (Rs. 446.7) and Shimoga (Rs. 455). In the terminal
year of the study period (1997/98), the districts of Bidar (Rs. 4649.8), Dakshina
Kannada (Rs. 4606.3), Belgaum (Rs. 4424.7) and Uttra Kannada (Rs. 4001.30) had
relatively larger outstanding per member than the other districts. Loans outstanding per

member was low in the districts of Mysore (Rs. 366.60), Bangalore urban (Rs. 681.6()).

Kolar (Rs. 723.10), Hassan (Rs. 830.80) and Chikmagalur (Rs. 856.10).

4.1.7 Loans overdue

The recovery performance in cooperative societies is an measure used 10 reflect
the progress and performance of their operations as well as the efficiency in
management of funds. Beside this, total overdues, overdues per member and percentage
of overdues to outstanding loans are the three criteria which help us to assess the
performance of PACS and the results of the above mentioned criteria are presented in

Table 4.25, 4.26 and 4.27 in that order.

4.1.7.1 Total overdues

The poor performance of PACS is quite comprehendible from the increase n the
total overdues of PACS in the state from Rs. 131.09 crores in 1986/87 to Rs. 234.22
crores in 1997/98 (Table 4.25). That 1s why, the overdues continue to be a serious

weakness of PACS in Karnataka state.

From the table it can be observed that in the base year (1986/87), overdues were
relatively large in the district of Dharward with Rs. 21.41 crores followed by Bijapur
(Rs. 12.21 crores), Belgaum (Rs. 10.88 crores) and Mysore (Rs. 10.58 crores).
Overdues were less in the districts of Chikmagalur (Rs. 1.84 crores). Bangalore urbun
(Rs. 2.43 crores), Hassan (Rs. 2.71 crores), Raichur (Rs. 3.30 crores), Dakshima
Kannada (Rs. 3.40 crores), Bidar (Rs. 3.43 crores) and Uttra Kannada (Rs. 3.76 crores).
In the terminal year 1997/98 the districts of Dharward (Rs. 31.19 crores), Shimoga (Rs.
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21.14 crores), Tumkur (Rs. 18.12 crores) and Bijapur (Rs. 17.58 crores) had relatively
large overdues than the other districts. Overdues were relatively less in the districts of
Bangalore urban (Rs. 2.42 crores), Kodagu (Rs. 5.54 crores) Chikmagalur (Rs. 5.57

crores) and Raichur (Rs. 6.71 crores).

4.1.7.2 Overdues per member

Loan overdues per member of primary agricultural credit societies in Karnataka
state have increased from Rs. 313.70 in 1986/87 to Rs. 464.00 in J997/98 (Table 4.206).
In the base year of 1986/87, loan overdues per member was larger for Dharward district
(Rs. 798.00) and was the last in the district Dakshina Kannada (Rs. 102.00). in the
terminal year of the study period (1997/98), loan overdues per member ranged between
Rs. 167.9 in Mysore district to Rs. 1224.80 in Dharward district. Overdues per member
declined from Rs. 273.1, Rs. 334.7, Rs. 785.1 and Rs. 280.9 in {986/87 to Rs. 220.7.
Rs. 170.50, Rs. 490.8 and Rs.167.90 in 1997/98 in that order in the districts of

Bangalore urban, Belgaum, Kodagu and Mysore.

4.1.7.3 Overdues as percentage of outstanding loans

The percentage of overdues to outstanding loans is one of the most important
indicates of effectiveness of agricultural credit system. It can be observed form tabie
4.27 that percentage of overdues to outstanding loans decreased from 41.63 per cent in
1986/87 to 25.76 per cent in 1987/88 and thereafter it increased to 64.10 per cent in
1991/92. After 1991/92, the percentage of overdues to outstanding loans decreased o
the lowest of 23.80 per cent in 1997/98 for the state as a whole. This percentage was the
maximum (64.28 per cent) in 1989/90 and minimum (23.80 per cent) in 1997/98. In the
base year of 1986/87 percentage of loans over due to outstanding loans ranged from as
low as 9.57 per cent in Dakshina Kannada to as high as 70.73 per cent in Gulbarga. In
the terminal period of the study (1997/98), this percentage ranged from 3.85 per cent in

Belgaum to the high of 77.86 per cent in Hassan district.
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4.2  Growth rates of performance indicators of primary agricultural credit
societies district-wise in Karnataka
The growth of different performance indicators of PACS was assessed district-

wise using compound growth rates and the same are presented below.

4.2.1 Number of PACS

A perusal of Table 4.28 reveals a significant decline in the number of Primary
Agricultural Credit Societies (PACS) during the study period in all the districts except
in Tumkur, Kodagu, Bellary, Gulbarga, Hassan, Bidar and Belgaum. The decline
ranged from as high as 4.92 per cent per annum in Dharward to as a low as 0.09 per
cent per annum in Chitradurga. The overall decline in number of PACS for the state as a
whole was 0.87 per cent per annum. In Kodagu district the number of PACS has
virtually remained the same over years. But for Dharwad district, the decline is other

districts was less than the per cent.

4.2.2 Membership

It can be observed from Table 4.29 that the membership of PACS in the whole
state of Karnataka registered a compound growth rate of 2.03 per cent per annum, but it
was not significant. The membership of the primary agricultural society (PACS) has not
changed for the years as depicted by in significant growth rate. It could be observed that
a significant growth has been seen in case of Kolar, Belgaum, Uttara Kannada. Kodagu.
Mysore, Gulbarga, Dakshina Kannada, Bidar and Chitradurga districts. In the other 12
districts the growth rate was insignificant. The district of Dakshina Kannada recorded
the highest growth rate of 4.26 per cent in membership while the lowest growth rate of

1.33 per cent was in case of Chitradurga and Mysore.

4.2.3 Share capital

The share capital of PACS in the whole state of Karnataka registered a

compound growth rate of 8.11 per cent per annum but it was not significant (Table
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Table-4.28:  District-wise compound growth rate of numher of  primary
agricultural credit societies in Karnataka for the period 1986/87 to

1997/98
District Growth Rat; ( ‘/( )

Bdngdlme urbdn e e _—0.2():#
Bangalore rural -0.10%%
Chitradurga -0.09*
Kolar 20,993
Shimoga S R Rk
Tumkur -0.27
Belgaum 0.30
Bijapur L0 10F
Dharward -4.92%%
Uttar Kannada -0.20%**
Chikmagalur -0.15%*
Dakishina Kannada -0.18**
Hassan 0.49
Kodagu 0
Mandya 0207
Mysore -0.907# 5
Bellary 0.07
Bidar 032
Gulbarga 0.3
Raichur -0.80%
Karnataka State <().87F**
Rk = Significant at 1% level
%

Significant at 5% level
Significant at 10% level

3
|
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Table-4.29: District-wise compound growth rate of PACS membership in
Karnataka state for the period 1986/87 to 1997/98

District Growth Rate (%)
Bangalore urban 23]
Bangalore rural 285
Chitradurga [.33%
Kolar 3 R
Shimoga 0.75
Tumkur 777
Belgaum |.66+%*
Bijapur 2 44
Dharward -0.59
Uttar Kannada 753
Chikmagalur 335
Dakishina Kannada 4.06%*
Hassan 305
Kodagu 2.10%H
Mandya 0.80
Mysore [ .33
Bellary [ 63
Bidar 4. 145
Gulbarga 2 9k
Raichur 0.60
Karnataka State 2.03

Significant at 1% level
o Significant at 5% level
: Significant at 10% level

i
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Table-4.30: District-wise compound growth rate of share capital of PACS in
Karnataka for the period 1986/87 to 1997/98

District Growth Rate (%)
“Banglaore urban 3.35**":; -
Bar.galore rural 11.07
Chitradurga -9.79
Kolar 7.14
Shimoga +4.50
Tumkur 6.7 175
Belgaum 10.74
Bijapur 7.79
Dharward 6.82
Uttar Kannada 8.65
Chikmagalur 12.64
Dakishina Kannada 11.07
Hassan 523k
Kodagu Q. 76%F"
Mandya : 10.29%#
Mysore 4.39
Bellary 5.02%#x
Bidar 10.40
Gulbarga 7.57
Raichur 3.55
Karnataka State 8.11
R = Significant at 1% level

Significant at 5% level
Significant at 10% level
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4.30). It is further observed from the table that Mandya district registered high CGR of
10.29 per cent followed by Kodagu rural 8.76 per cent. Tumkur 6.71 per cent. Hassan
5.23 per cent, Bellary 5.02 per cent and Bangalore Urban 3.35 per cent. The growth rate
was significant in Bangalore Urban, Tumkur, Hassan, Mandya. Bellary, Kodagu and 1
was non-significant for the other 14 districts of Karnataka state. The district of Mandya
recorded the highest growth rate of 10.29 per cent in share capital while the lowest

growth rate at 3.35 per cent was in case of Bangalore Urban.

4.2.4 Deposits

The annual rate of increase was 9.42 per cent (Table 4.31) for the Karnataka
state. Bangalore rural registered maximum CGR of 19.12 per cent followed by Bijapur
[4.34 per cent, Chikmagalur 13.54 per cent. Belgaum 13.20 per cent and Mandya 13.20
per cent. Chitradurga district registered negative CGR of -7.60 per cent. but it was not
significant. The growth rate were non-signiticnat for Chitradurga and Bidar. It could be
observed that a significant growth has been seen in case of Kolar, Shiraoga. Tumkur.
Belgaum. Uttra Kannada, Dakishna Kannada, Hassan, Kodagu. Bellary. Bangalore rural
Dharward, Chikmagalur, Mandya, Mysore, Gulbarga and Raichur. The district of
Bangalore rural recorded the highest growth rate of 19.12 per cent in deposit while the

lowest growth rate of 6.18 pre cent was in case of Shimoga.

4.2.5 Working capital

The state of Karnataka as a whole was registered a compound growth rate of
8.65 per cent (Table 4.32). The performance of the individual districts with respect to
working capital varies from 3.25 per cent CGR in Raichur to 14.11 per cent CGR in
Bidar. It could be observed that a significant growth rate has been scen i case of
Mandya, Uttra Kannada, Belgaum, Bangalore Urban, Bangalore Rural, Kolar. Shimoga.

Tumkur. Bijapur, Chikmagalur, Hassan, Kodagu, Bidar, Gulbarga and Raichur.



Table-4.31:  District-wise compound growth

iy ey
3

deposits of PACS

Karnataka for the period 1986/87 to 1997/98

District

Banglaore urban
Bangalore rural
Chitradurga
Kolar
Shimoga
Tumkur
Belgaum
Bijapur
Dharward
Uttar Kannada
Chikmagalur
Dakishina Kannada
Hassan
Kodagu
Mandya
Mysore
Bellary
Bidar
| Gulbarga
Raichur

Karnataka State

12.74%%
19.12%

Significant at 1% level
Significant at 5% level
= Significant at 10% level

S
Il

in

Growth Rate (%)
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Table-4.32:  District-wise compound growth rate of working capital of PACS in
Karnataka for the period 1986/87 to 1997/98

District | Growth Rate .( %)
Bangalore utban s8¢
Bangalore rural O 3
Chitradurga _10.15
Kofar 6 8
Shimoga 6. 1875
Tumkur 6.7 %
Belgaum [ 1.7
Bijapur 5 765
Dharward 304
Uttar Kannada 12 19
Chikmagalur REEE
Dakishina Kannada 1241
Hassan 4.18%
Kodagu 1) 85
Mandyu |3 D)
Mysore (.01
Bellary 7.90
Bidar [ ] ] #
Gulbarga 6.93%%
Raichur 305
Karnataka State .65 %

sk

Significant at 1% level
Significant at 5% level
Significant at 10% level

B
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The district of Bidar recorded the highest growth rate of 1401 per cent
working capital while the lowest growth rate of 3.25 per cent was in case of Raichur.

On the other hand, the growth rate was insignificant in five districts of Karnataka state.

4.2.6 Loans advanced

An examination of the results in Table 4.33 reveal that Uttra Kannada district
registered a high CGR of 23.99 per cent in respect of loans advanced followed by

Dharward (22.88 per cent), Bijapur (20.80 per cent) and Bidar (20.80 per cent).

The district of Chitradurga registered negative CGR of ~0.90 per cent and the
growth rate was insignificant. The growth rate was significant in the districts of
Belgaum, Uttara Kannada, Kodagu, Bidar, Kolar, Bijapur, Dharward and Chikmagalur.

The CGR was non-significant in rest of the 12 districts of Karnataka state.

4.2.7 Loans recovered
The loans recovered by PACS in the state of Karnataka registered a compound

growth rate of 15.37 per cent per annum (Table 4.34).

Uttra Kannada district registered the highest compound growth rate of 24.86 per
cent with reference to recovery performance followed by Dharward (20.08 per centr
Kodagu (18.41 per cent), Belgaum (18.06 per cent) and Bijapur (17.70 per cent). The
district of Chitradurga registered —5.92 per cent and the growth rate was insignificant.
The growth rate was significant in the districts of Belgaum. Bijapur. Uttra Kannada.
Chikmagalur, Kodagu, Kolar, Dharward, Hassan, Bidar, Bangalore Rural, Shimoga.

Tumkur, Mysore and Bellary. The growth rate was non-significant in six districts of

Karnataka state. The lowest growth rate of 9.97 per cent was in the case of Mysore.
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Table-4.33:  District-wise compound growth rate of loans advanced by PACS in
Karnataka for the period 1986/87 to 1997/98

District Growth Rutey( ‘/()
Bungalore urban AT
Bangalore rural [7.82
Chitradurga -0.90
Kolar 11575
Shimoga [3.31
Tumkur 8.55
Belgaum | 7 Qi
(0.59%* 20 8O
Dharward 22.88%%
Uttar Kannada 23 QQutk
Chikmagalur 14.45%
Dakishina Kannada 15.26
Hassan 1434
Kodagu ‘ 17,5955
Mundya 6.50
Mysore 10.08
Bellary 7.03
Bidar 20,80k *
Gulbarga 15.14
Raichur 5.87
Karnataka State 16.18%%*
K = Significant at 1% level
= Significant at 5% level

%
i

Significant at 10% level
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Table-4.34:  District-wise compound growth rate of loans recovered by PACS in
Karnataka for the period 1986/87 to 1997/98

District Growth Rate (%)
Bungalore urban T T e
Bangalore rural 14 11*
Chitradurga 592
Kolar 15 8%
Shimoga 1607
Tumkur 11.18%
Belgaum 18 ()6
Bijapur 17 70%5% %
Dharward 20 O]
Uttar Kannada 24867
Chikmagalur 15 265
Dakishina Kannada 15.37
Hassan 15 70%:
Kodagu 184
Mandya 0.10
Mysore 9 97
Bellary 10.19*
Bidar 16 65%%
Gulbarga 16.07
Raichur 1.60
Karnataka State 15.37%%%
R = Significant at 1% level

*A
I

Significant at 5% level
= Significant at 10% level
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Table-4.35:  District-wise compound growth rate of loans outstanding by PACS in
Karnataka for the period 1986/87 to 1997/98

District

Growth Rate (%)

4le‘n glele urban
Bangalore rural
Chitradurga
Kolar

Shimoga
Tumkur
Belgaum
Bijapur
Dharward

Uttar Kannada
Chikmagalur
Dakishina Kannada
Hassan

Kodagu

Mandya

Mysore

Bellary

Bidar

Gulbarga
Raichur
Karnataka State

-0.79
820
-8.06
3.46%
5.76%
4.60*

12,30

7.57%**

ko

Significant at 1% level
Significant at 5% level
Significant at 10% level



4.2.8 lL.oans outstanding
The loans outstanding of PACS i Karnataka state as a whole registered @

compound growth rate of 7.57 per cent per annum Table 4.35.

Bidar district registered the highest growth of 16.07 per cent with reference to
loans outstanding followed by Belgaum (12.30 per cent), Uttra Kannada (11.96 per
cent) and Bangalore rural (8.22 per cent). The districts of Bangalore urban and
Chitradurga registered negative growth rate i.e., (-0.79 per cent) and (-8.06 per cent)
respectively and the growth rate was non-significant. The growth rate was significant at
in the districts of Bangalore rural, Belgaum, Uttra Kannada, Bidar, Gulbarga. Mysore,
Kolar, Shimoga, Tumkur, Bijapur and Bellary. In nine districts the growth rate was non-
significant. Kolar recorded the least growth of 3.46 per cent in loans outstanding. 1t wies
only in respect of Mysore that there was significant deceleration (by 8.24%) in loans

outstanding during the study period.

4.2.9 Loans overdues

The loan overdues of PACS in the state of Karnataka registered a compound
growth rate of 3.15 per cent per annum (Table 4.36) but the growth rate was
insignificant. The overdues of the Primary Agricultural Credit Societies (PACS) has not

changed over the years as depicted by insignificant growth rates.

Gulbarga registered a high compound growth rate (12.41 pre cent) with
reference to loan overdues, followed by Shimoga (10.30 per cent), Tumkur (7.36 pe:

cent) and Dakshina Kannada (6.29 per cent).

The districts of Bangalore urban, Chitradurga, Belgaum and Raichur registered
negative growth rate (-4.49 per cent, -18.61 per cent, -2.37 per cent and -7.50 per cent),

(-6.60 per cent) respective rate, the growth rate was insignificant. The districts of
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'Table-4.36:  District-wise compound growth rate of overdues by PACS in
Karnataka for the period 1986/87 to 1997/98

District Growth Rate (%)
Bung’u‘I‘E)rc urban 439
Bangalore rural 202
Chitradurga -8.61
Kolar | 81
Shimoga 10.30%*
Tumkur 7 36*
Belgaum 237
Bijapur 1.01
Dharward 4.50
Uttar Kannada 4.39
Chikmagalur 3.35
Dakishina Kannada 6.29%
Hassan 418
Kodagu -7 50%
Mandya +4.50
Myvsore 5 5
Bellary 160
Bidar 931
Gulbarga [2.4]%
Raichur -0.60

Karnataka State 3.15

l

EEE = Significant at 1% level
o Significant at 5% level
Significant at 10% level

It
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Kodagu and Mysore registered negative growth rate i.c., -7.5 per cent and -5.54 per

cent and it was significant.

The growth rate was significant in districts of Shimoga, Mysore, Tumkur,
Dakshina Kannada, Kodagu, Gulbarga. In fourteen districts of the state the growth rate

of overdues was non significant.

4.3  Inter-district inequality in PACS credit flow
The inter-district inequality in credit flow across years was assessed using

different measures as indicated earlier. The findings are detailed below.

4.3.1.1 Inequality in term credit flow

In order to examine whether or not the PACS disbursed credit uniformly across
the districts in Karnataka state, coefficient of variation was computed for each year, as
explained in chapter III. Similarly, the theles entropy was employed. It could be seem
from table 4.37 that the coefficient of vartation of medium term credit flow across
districts was low at 109.54 per cent in 1986-87. However, it rose to 173.04 per cent
1987-88 and during the terminal year of 1997-98, it was 177.15 per cent. Between
1987-88 and 1997-9§, it variec_l between 122.44 per cent (in 1988-89) and 204.99 per

cent (in 1990-91). The variation across years in the state was 168.74 per cent.

The Theils entropy coefficient (another measure of inequality), which was 0.45
in 1986-87 rose over years, though unsteadily, to be 0.63 in 1997-98. The value of the

coefficient (inequality across years) tor Karnataka state was (.61.

The trend equations were fitted by taking CV and [ (V) as dependent variables
and time as independent variable. The regression coefficients were positive and

significant indicating that the district-wise inequality in term agricultural credit tlow did



.
SO
b

Table-4.37:  Trends in district-wise inequality in medium term agricultural credit
flow in Karnataka

Year Coefticient of variati;)n (%) Theils Entropy (;()efficicnl [TV)]
1986-87 | 109:54 o 0.45
1987-88 173.04 0.62
1988-89 122.44 0.51
0.89-90 148.16 0.54
1990-91 204.99 0.68
1991-92 156.16 0.56
1992-93 211.90 0.74
1994-95 172.28 0.66
1995-96 190.52 0.67
1996-97 193.35 0.70
1997-98 177.15 0.63

| "ag't‘:tt:k“ 168.74 0.61
Linear trend function .
L1tY)=0514+0.015 t R =0418
(0.042) (0.0056) (0.067)
IL.CV=13554+511"" R*= 0.0
(16.13) (2.19) (0.088)

Figures in parentheses indicate standard errors
** = Significant at 5% level
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Table-4.38:  Trends in district-wise inequality in short term eredit flow in

Karnataka
Year Coefficient of variation (%) Theils Fntropyu)elhuent[l(\/)l
1986_'87 14384 I o
J987-88 110.43 0.44
1988-89 268.59 0.75
0.89-90 [58.63 0.56
1990-91 211.74 0.70
1991-92 218.46 0.72
1992-93 163.11 0.55
1993-94 160.14 0.54
1994-95 160.57 0.57
1995-96 151.36 0.54
1996-97 161.85 0.58
1997-98 174.60 0.55
Kag't‘:::ka 173.61 0.58
Linear trend function .
LI(Y)= 0.592 - 0.001t R =0.002
(0.059) (0.008) (0.096)
I.CV= 183.11 - 1.81t R* = 0.024
(26.71) (3.63) (43.39)

Figures in parentheses indicate standard errors
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create signilicant in equalitics over years. However, the coelficients were not significant

in case of short-term credit.

4.3.2 Inequality in short term credit flow

In order to examine weather or not the PACS disbursed credit uniformly across
the districts, coefficient of variation was computed for each year, as explained in
chapter III. Similarly, the Theils entropy was employed. It could be seen from Table-
4.38 that the coefficient of variation of short term credit flow across districts was low at
143.84 per cent in 1986-87. However, it rose to 268.59 per cent in 1988/89 and during
the terminal year of 1997/98 it was 174.60. Between 1987/88 and 1997/98. it varied
between 110.43 per cent (in 1987-88) and 268.59 per cent (in 1988-89). The varation

across years in the state was 173.61 per cent.

The Theils entropy coefficient (another measure of inequality) which was (.51
in 1986/87 rose over years, though unsteadily to be 0.58 in 1997/98. The value of the

coefficient (inequality across years) for Karnataka state was (.58.

4.3.3 Inequality in PACS credit flow — lorenz curve analysis

Lorenze curve and Gini ratio were used to measure the inequality of credit flow
districts across in Karnataka state. Lorenz curve was constructed for short term
agricultural credit and term agricultural credit separately. This presents a picture of the
cumulative percentage of districts of Karnataka state on the X axis and cumulative
percentage of agricultural credit given by PACS per hectare of gross cropped area on

the Y axis for the base year the average year and terminal year.

Figures 4.1 and 4.2 present the Lorenze curve for short term agricultural credit
(base year, over age year and terminal year) and term agricultural credit (base year.
average year and terminal year). In both the figures, the curve was away from the line of

equal distribution (45° degree line) and is more bowed out, indicating that there is more
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unequal distribution of agricultural credit among districts during the study period

1986/87 to 1997/98 in Karnataka slate.

The extent of inequality of the distribution of agricultural credit llow can alst) be

determined by the Gini concentration ratio. The closer the ratio to 1 the greater is the

degree of inequality and vice versa.

The Gini ratio was calculated separately for short term agricultinal ciedit and
medium term agricultural credit flow for the base year, average year and terminal year.
The Gini ratio was 0.57, 0.58 and 0.61 for the base year, average year and ici ininal year
respectively for short term agricultural credit flow. The Gini ratio was 0.54. 0.59 and
0.61 for the base year average year and ternnnal year ni that order, loi' medium term
agricultural credit flow in Karnataka state during the study period exiending from

1986/87 to 1997/98.

Since, the Gini ratio was over 0.5 in all the cases both for short temi agricultural
credit flow and term agricultural credit flow, we can conclude that there uas inequalit\
in the flow of agricultural credit among district in Karnataka State during the slud\

period (1986/87 to 1997/98).

4.4 Factors influencing flow of short term agricultural credit

To analyze the factors causing district-wise inequality in credit flow, simple
multiple linear regression analysis using cross section data and the technique of pooled
data was employed. A multiple linear regression function was estimated to determine
the relative impact of different factors on credit flow. In order to capture the
effect of space and time simultaneously, pooling of time series and cross

sectional data was attempted
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Table-4.39:  Factors influencing district-wise disbursal of per hectare short term
agricultural credit flow in the state results of multiple lincar
regression (for cross-section data of 20 districts for 12 years)

SLNo.  Variable ~ Regression coefficient
I Constant 7] Y
(112.2)
2. Term agricultural credit (Rs.) (X)) 546y
(0.2675)
3 Irrigation (X5) 673 |4
(258.9)
4. Commercial crops (X3) 576 745
(228.70
5. High yield varieties (X1) -475.10%
(285.8)
6. Fertilizer consumption (kg/ha)  (Xs) 1.3856%*
(0.6137)
7. Rainfall (mm) (Xo) -0.00323
(0.0414)
3. Deposits (Rs.) (X7) 0.50349 %%
(0.05452)
R* 0.86
d.f. 232, 8

“#% = Significant at 1% level

*# = Significant at 5% level

* = Significant at 10% level

Figures in parenthesis indicate standard errors
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4.4.1 Multiple linear regression analysis (with cross section data)

In order to identify the factors influencing the flow of short term agriculturad
credit flow from PACS during the period from 1986/87 to 1997/98 in Karnatakil.
regression analysis was resorted to. To enhance efficiency of the parameters. Multiple
linear regression was employed for the state as a whole to analyze the factors
responsible for the district-wise inequality in per hectare short term agricultural credit
flow. The regression analysis using various independent variables was estimated. The
results are presented in table 4.39. The regression equations were found to be adequate

as depicted by large R*.

The results of regression showed positive influence of all variables except
rainfall, which was found negative and statistically non-signiticant. The coefficient of
high yielding variety was found negative, but statistically significant at the ten per cent

level.

The variables like term agricultural credit per hectare and deposits were found to
be highly significant (significant at one per cent) and the variables like irrigation, area
under commercial crops and fertilizer consumption were found to be significant at five

per cent with positive influence on short term credit flow.

The variables like term agricultural credit per hectare, irrigation, commercial
crops, high yield variety, fertilizer consumption and deposits explained 86.76 per cent

of variations in short term agricultural credit flow in districts.

4.4.2 Multiple linear regression analysis (with panel data)

The factors causing short term credit flow were studied using pooling of time
series and cross section data of 20 districts for twelve years using multiple linear
regression technique. In order to study the relevance of the factors influencing the

distract wise flow of short term agricultural credit, the period from 1986/87 to 1997/98
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Table-4.40:  Factors influencing district-wise disbursal of per hectare short term
agricultural credit flow in the state rvesults of multiple lincar
regression (pooling of time series and cross sectional data of 20

districts for 12 years)

SLNo. Variable ]
I Constant
2. Term agricultural credit (Rs.) (X))
3 Irrigation (X2)
-+, Commercial crops {X3)
5. High yield varieties (X3)

6. Fertilizer consumption (kg/ha)  (Xs)

7. Rainfall (mm) (Xs)

. Deposits (Rs.) (X7)
RZ
d.f.

___Regression coefficient

-79.002
(54.92)

(138.7)

226.27%
(17

0.14653
(0.3672)

0.003972
(0.02279)

047427 sk
(0.03976)

0.91

232,8

**% = Significant at 1% level

** = Significant at 5% level

* = Significant at 10% level

Figures in parenthesis indicate standard errors
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was considered in order to enhance efficiency of the coefficients with more degrees of
freedom. Pooling of time series and cross section data (panel data) multiple linear
regression analysis was run for the state as a whole to analyze the factors responsible

for district-wise inequality in per hectare short term agricultural credit flow.

The results are presented in table 4.40. The combination of the independent
variables provided a good fit as reflected by the value of R, which represents the
proportion of total variation in dependent variable explained by the independent
variables included in the model. The coefficient of multiple determination adjusted for

degrees of freedom was 91 per cent.

Among the independent variables, the regression coefficients of term
agricultural credit per hectare, irrigation and deposits per membership were tound
positive and statistically significant at one per cent level. High yield variety was found
negative and significant at the five per cent level. Area under commercial crops was
found to be positive and significant at the ten per cent level. In addition to this. fertilizer

consumption and rainfall were found positive but statistically non-significant.

The magnitude of the regression coefficients was of 5.15, 596.36. 226.27. -
356.89 and 0.47 for the independent variables of term agricultural credit per hectare.
trrigation, area under commercial crops, area under high yield variety and deposits per

membership respectively which were statistically significant.

4.5 Ranking of districts based on cooperative development
The ranking of the districts was made on the basis of the compound growth rate
registered by each districts with reference to different indicators of cooperative

development mentioned below and the result obtained are presented in table 4.41.



4.5.1 Membership 104
Dakishina Kannada registered the highest compound growth rate of .26 per
cent with reference to membership and thus a score of seven was assigned to it. The
districts of Chikmagalur, Hassan and Gulbarga which registered CGR of 3.35 per cent.
3.05 per cent and 2.90 per cent respectively were assigned a score of six each. Shimoga.
Dharward and Mandya districts were allotted score of the each since they registered low

CGR.

4.5.2 Share capital

Districts like Chikmagalur, Bangalore rural. Dakishina Kannada. Belgaum.
Bidar and Mandya registered a high CGR of 12.64 per cent. 11.07 per cent. 11.07 per
cent 10.74 per cent, 10.40 per cent and 10.29 per cent with reference to share capital
respectively and obtained scores of seven each Chitradurga district each was allotted

score of one since it registered the least CGR.

4.5.3 Deposits
With respect to deposits, Bangalore rural district was assigned with score of
seven. Chitradurga district obtained score of one. The district obtained low score point

since it registered negative compound growth rate during the study period.

4.5.4 Working capital

The districts of Bidar, Mandya. Dakishina Kannada, Uttra Kannada. Belgaum
and Kodagu registered high CGR of 14.11 per cent, 13.20 per cent, 12.41 per cent 12.19
per cent, 11.07 per cent and 10.85 per cent, respectively with reference to working
capital and thus obtained a score of seven each. Chitradurga district obtained score of

the point since it registered negative compound growth rate during the study period.

re of
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4.5.5 Loans advanced 106
Uttra Kannada, Dharward, Bijapur and Bidar districts registered a high
compound growth rate of 23.99 per cent, 22.88 per cent, 20.80 per cent and 20.80 per
cent in that order with reference to loans advanced. Thus they were assigned a score of
seven euch. The districts of Chitradurga and Raichur with low CGR of =0.90 per cent

and 5.87 per cent werz assigned scores of one and two, respectively.

4.5.6 Loans recovered

Uttra Kannada district with CGR of 24.86 pre cent in four recovery was
assigned a score of seven Dharward, Kodagu, Belgaum, Bijapur. Bidar. Gulbarga and
Bangalore rural obtained score of six each with CGR of 20.0 per cent, [8.41 per cent.
18.06 per cent, 17.70 per cent, 16.65 per cent, 16.07 per cent and I4.11 per cent
respectively with reference to loans recovered. Districts of Chitradurga and Mandyu
could rank scores of two and one respectively, since they had registered lower of four of

-5.92 per cent and 0.10 per cent in that order.

4.5.7 Loans overdues

The districts of Chitradurga and Kodagu were assigned score ol seven with
reference to loans overdue, since they registered relatively low compound growth ratc
with reference to loans overdue (i.e., -8.61 per cent and -7.50 per cent respectively).
Gulbarga and Shimoga districts scored score of one each, since they registered high
compound growth rate of 12.41 per cent and 10.30 per cent in that order with reference

to overdue.

4.5.8 Overall ranking

Belgaum district was ranked first since it obtained the highest aggregate score
followed by Kodagu and Bangalore rural with 41 each and districts of Uttra Kannada
and Bidar with scores 40 each. Chitradurga districts which got the score of 15 has been

ranked the lowest in the cooperative development.
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CHPATER V

DISCUSSION

The results of the study presented in the previous chapter pertaming to the
performance analysis of primary agricultural credit cooperative socicties in all the
districts of Karnataka are discussed in this chapter. The discussion is presented under

the following Heads.

5.1 Performance analysis of PACS
The performance of PACS in Karnataka, district-wise. was analyzed by through
different indicators like number of PACS, membership, financial resources. advances.

recovery etc.

5.1.1 Number of PACS

The number of PACS in each district i1s one of the measures which helps us to
evaluate the performance of PACS in the state. During the early stages ol cooperative
movement, it was the policy of the Government to encourage the organization of PACS
on the basis of ‘one village one society’ principle. Because of this principle. to begm
with, a large number of PACS were started in each district with the broad view of

uplifting the weaker and vulnerable sections of the rural community.

The All India Rural credit Survey Committee as well as the Committee on
Cooperative Credit pointed out that even though the numerical strength of the societies
was increased at the early stage of cooperative movement, the quality rather than the
economic strength of most of the societies was so poor that it resulted in the increase in
the number of defunct societies. For this reason, these committees recommended the
reorganisation and establishment of economically strong primary Agricultural credit
cooperative societies. This resulted in a decline in the number of PACS in cach district

during the study period.
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It can be observed that, during the period 1986/87 to 1994/95 a gradual decline
in the number of PACS occurred from 4732 to 4277 (Table 4.1). This was because the
state government was armed  with the necessary  statutory  power for the carly

completion of the viability programme.

Thus the reorganisation of PACS in all the districts of the state was effected in
order to improve their economic performance and working conditions. Similar trend in
reduction of number of PACS in Karnataka was also reported by Bhat and Ruo (1981)

and Vasudev (1984).

5.1.2 Membership

The performance of the PACS based on average membership per society
criterion 1s a better indicator than the total membership. The average membership per
society for the entire state increased from 883 in 1986/87 to 1149 members in 1997/98
(Table 4.3). The top position in per society membership was noticed in the districts of
Dakishina Kannada, Bangalore urban, Banglaore rural and Tumkur. There was an
increasing trend in membership per society in all the districts over the years. though the
magnitude of increase differed among the districts. It may be inferred that the
performance was reasonable and satisfactory in terms of membership per society in
PACS of different districts. The large membership per society adds to its strength of
activities. Larger the number of members. larger will be the quantum of its own funds.
which gives more financial / economic strength to function effectively by extending
service to more members. Similar trend in membership per society was also noticed by
Das and Hanumappa (1967), Chamola and Hasija (1982), Gracy (1983) and Vasudev
(1984). Increased membership means larger amount of lending, higher interest margins

and more profit to the society.
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5.1.3 Financial resources

The financial strength of the PACS in different districts of the state over the
years can be examined through their financial resources such as share capital, working
capital, deposits and own funds. The membership strength and capital position are the
two necessary ingredients that will lead any cooperative society to success. This is more

so with the primary Agricultural Credit Societies.

The capital structure consists of owned funds and borrowed funds. Owned funds
include share capital and reserves, while borrowed funds include deposits and loans’
from outside. The sum total of owned funds and borrowed funds is the working capital.
The financial strength of a society is judged by the proportion of owned funds to
working capital. The amount of owned funds decides the society’s borrowing power. It
is a common rule for any type of cooperative organization that every member on
admission should subscribe to atleast one share, there is a ceiling also that no member

can attribute to more than one fifth of the total authorized share capital.

5.1.3.1 Share capital

An increasing trend in the total share capital between 1986/87 and 1997/98
reflect the move towards the financial soundness of PACS in the districts studied. The
total share capital, as an important indicator of resources position of PACS, showed an
increase from Rs. 62.27 crores in 1986/87 to Rs. 170.43 crores in 1997/98 (Table 4.4).
The highest share capital was in Belgaum (Rs. 31.53 crores) while the lowest was in
Bangalore urban (Rs. 1.55 crores) in 1997/98. The districts of Belgaum, Dakishina
Kannada, Mandya and Dharward had relatively higher share capital than the other
districts through the period of- study. The total amount of share capital in PACS may
depend upon the number of societics which may be related to the size of districts.
Hence, the trend in per society as well as per member share capital were calculated to
judge the financial strength of the PACS. The per society share capital had increased

four folds from Rs. 1.31 lakhs in 1986/87 to Rs. 4.29 lakhs in 1997/98. Among the
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districts, Kodagu had the highest share capital per society (Rs. 1082200) followed by
Dakishna Kannada (Rs. 1070000) and Belgaum (Rs. 615900) in the terminal vear of the

study period. Gulbarga, with an average of Rs. 144100, had the Towest share capital per

society.

The share capital per member also increased over the years in all the districts.
Belgaum had the highest share capital in 1986/87, where as Kodagu had the highest per
member share capital. Bangalore urban had the lowest share capital, whereas Tumkur
had the least share capital per member. The lowest share capital per member was also

noticed in Assam among all states during 1959/79 by Gracy (1983).

In brief, according to “All India Rural Credit Survey Committee™. one of the
main causes for failure of cooperatives was the poor financial position. One of the ways
suggested by the committee was, contribution by the Government to the total share
capital of societies in order to strengthen its capital position. Government contribution
to share capital has increased over the years from Rs. 11.9 crores in 1986/87 to Rs.
30.99 crores in 1997/98 (Table 4.7), representing 19.11 per cent and 22.85 per cent to
the total share capital respectively. The results of this study reveal that the Government
contribution to total share capital of the PACS during the study period increased by 3.74
per cent at the state level. The increase in total share capital of PACS in Karnataka over
the years was mainly due to increased number of members and increased contribution

by Government to the total share capital.

Since share capital is the major component of owned funds. proportion of share
capital to working capital will enable us to determine the self reliance of primary
agricultural credit cooperative societies. That is why the self-reliance of a cooperative
society was examined through its proportion of owned funds to working capital. Durin‘g
the base period of the study (1986/87), 11.53 per cent of the working capital of PACS in

Karnataka was made-up of share capital (Table 4.9). This percentage came down to
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11.23 per cent during the terminal period of the study (1997/98). The percentage of
share capital to working capital of PACS in Karnataka had decreased in all the districts

of Karnataka except Belgaum, Bijapur, Chikmagalur and Mysore.

5.1.3.2 Deposits

There is an increase in deposits of PACS in Karnataka during the study period
from Rs. 122.24 crores in 1986/87 to Rs. 277.95 crores in 1997/98 (Table 4.10). The
average deposits per member is a better indicator of the performance of PACS in
different districts. Deposits per member for the Karnataka state as a whole increased
from Rs. 2.58 lakhs in 1986/87 to Rs. 6.32 lakhs in 1997/98 (Table 4.11). Deposits per
member were relatively large in the districts of Dakishina Kannada (Rs. 38.10 lakhs).
Kodagu (Rs. 24.75 lakhs) and Uttar Kannada (Rs. 10.13 lakhs) and low in the districts
of Bidar (Rs. 7200), Dharward (Rs. 20300) and Mandya (Rs. 23900) during the base
period of the study (1986/87). In 1997/98, the average deposit per member was as high
as Rs. 76.48 lakhs in Dakishna Kannada and Rs. 52.35 lakhs in Kodagu and as low as
Rs. 2200 in Bidar, Rs. 54600 in Gulbarga and Rs. 57600 in Chitradurga district.

The self reliance of a cooperative society can be examined through the
proportion of deposits to working capital. In other wards this proportion indicates the
level of dependence of a society on external source of funds. The principle of increasing
risk clearly emphasises that larger the proportion of deposits to working capital, greater
would be the financial strength and stability of the society. The growth of deposits helps
PACS to reduce their reliance on external resources. Krishnaswamy (1973) stressed the

need for deposit mobilization in the efficient running of the rural credit institutions.

Though there is no clear cut percentage that any particular society should have,
the trend over the years would reflect the performance of any cooperative socicty.
Mehta (1963) observed that deposits to working capital ratio is an effective measure to

evaluate the functioning of cooperative credit societies. Perusal of the Table 4.12 shows
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that percentage of deposits to working capital of PACS in Karnataka decreased
throughout the study period. The percentage of deposits to working capital of PACS in
Karnataka decreased from 22.6 per cent in 1986/87 to 17.7 per cent m 1997/98.
Dakishna Kannada topped the list in this respect in both the base and termmal years
with the figures being 92.3 per cent and 50.2 per cent, respectively. Except in Bangalore
urban, Bijapur, Uttar Kannada, Chikmagalur, Dakishina Kannada, Kodagu and Mysore
the percentage of deposits to working capital was below 10 per cent in all the other
districts. This shows that in Karnataka state most of the PACS made poor performance
in attracting deposits and their dependence on outside borrowings has always been large
during the study period. Gracy (1983) and Vasudev (1984) observed a declining trend
of the proportion of deposits to working capital and obviously the performance of the
PACS in different states of India and different districts of Karnataka over the years

indicated a declining trend.

The primary agricultural credit society will be stronger if it can mobilise the
requisite resources on its own. To make the primary society depend on its internal
resources, to meet its financial needs and to faster self-reliance, promotion of thrift and
savings has been one of the most important objectives which cooperative movement sct

before itself from the time of its inception in the country.

Deposits being one of the internal resources of PACS, RBI (1966) suggested
that besides other things, percentage of deposits to working capital is an important
indicator of effectiveness of agricultural credit. However, except in the distiicts of
Bangalore urban, Uttar Kannada, Chickmagalur, Dakishna Kannada. Kodagu and
Mysore other districts had a very low percentage of deposits to working capital.
Reasons for this state of affairs are varied. In general the rural people are left with very
little savings to keep in any organization as deposits. Moreover, the return on the
deposits is not attractive when compared to the competitive rate of interest offered by

other banking organizations. Deposits in PACS in Karnataka being very less. the PACS
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in Karnataka should intensify the efforts to increase deposits which inturn will
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strengthen their financial position.

5.1.3.3 Working capital

The total working capital and working capital per member is another financial
criterion which can be used to measure the potentialities of PACS for undertaking credit
and service activities. The working capital of PACS include share capital. reserve and
other funds, deposits and borrowed funds. The changes in the working capital over the
years also reflect the financial strength of the societies, particularly the per member

working capital.

All the districts of the state registered a gradual increase in the total working
capital between 1986/87 and 1997/98 (Table 4.13). Similar results were also reported by
Partwardhan and Dharmaraj (1966), Tiwari (1969) and Gracy (1983). Working capital
has increased in all the districts during the study period. The improvement that 4s
observed regarding working capital in all the districts of Karnataka can be attributed to
the improvement that has take place in the components of working capital such as share
capital and deposits. Working capital for the state as a whole increased from Rs. 539.9
crores in 1986/87 to Rs. 1573.2 crores in 1997/98. Working capital per member for the
state as a whole increased in all the districts during the period, except in the districts of
Bangalore urban, Belgaum and Kodagu. Increase in per member working capital of
PACS in most of the districts of Karnataka might be due to the per member increase
that has taken place regarding the components of working capital such as share capital

and deposits.

5.1.4 Loans advanced
The performance of the PACS in all districts of Karnataka regarding the credit
activities was analysed based on the total loans advance and loans advanced per

member (Table 4.15 and 4.16 respectively). The credit facilities comprise of short and
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medium term loans to agricultural sector. Advancing loans to members with a view to
improve their economic conditions of the rural community is the main function of the
PACS. Primary Agricultural credit Cooperative Societies advance both short and
medium term loans. The present practice is to advance loans only for agricultural
purposes. That is why short term loan 1s advanced for a period of one year for the
purpose of meeting the expenditure towards current agricultural operations. like
purchase of fertilizer. sceds, pesticides, payment of and revenue ete. Mediumi-term
loans are advanced for the purpose of purchase agricultural implements and equipments.
purchase of cattle, digging or repairing wells, and for construction ot small irrigation
facilities including installing pumpsets. The amount of medium term loan required the
above mentioned activities comparatively larger and the repayment is made on annual

installment basis. The period of medium term loans ranges from 3 to 5 vears.

The credit facilities comprise of short and medium term loans to agricultural
sector. There is a commendable increase in the amount of loans advanced by PACS in
Karnataka state during the study period (1986/87 to 1997/98). Total loans advanced by
PACS for the state as a whole increased from Rs. 199.90 crores in 1986/87 10 Rs.
1064.25 crores in 1997/98. Out of the total advance of Rs. 1064.25 crores in 1997/98.
short term advances accounted for Rs. 960.369 crores and medium term advances were
Rs. 103.88 crores. The average loan advanced per member, including non-borrowing
members, has increased from Rs. 478.36 in 1986/87 to Rs. 2108.12 in 1997/98. During
the terminal year, the average loan advanced per member ranged from Rs. 400.135
(Bangalore urban) to Rs. 7331.85 (Kodagu). Hence it is imperative to increase the
amount of loans advanced to rr;embers in most of the districts. The per member
advances were the highest in Kodagu because, the PACS there had a larger working
capital and less membership (Tables 4.2 and 4.13). On the other hand district per
member advances was the lowest in case of Bangalore urban because it had lower
working capital and less membership. Hence, this has resulted in low advances per

member in Bangalore urban district. The total loans issued per member had increased in
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all the districts of Karnataka state during the study period from 1986/87 to 1997/98
(Table 4.16).

The proportion of short term loans in total loans advanced by PACS m
Karnataka state increased from 80 per cent in 1986/87 to 90 per cent in 1997/98. The
medium term loans advanced by PACS in Karnataka state decreased from 20 per cent in
1986/87 to 10 per cent in 1997/98. This reflects that a major proportion of the total
lending by PACS was in the form of short term loans and only 10 per cent was in the
form of medium term loans. In addition to this. the analysis shows that out of 20
districts, four districts provided more than 90 per cent, five districts provided more than
80 per cent and four districts provided more than 70 per cent of total loan as short term
loans in the base year. Thus it can be inferred that the PACS have started to specialise in
short term advances. This might be because of the perception that PCARD Banks.

RRBS and commercial banks are there to take care of the term loan needs of furmers.

5.1.5 Total loans recovered

The recovery of the loans is another criterion used to the measure the
performance as well as efficiency in management of cooperatives. The borrowers
should repay the loan amount along with the agreed rate of interest within the specificd
period of time according to the negotiation, terms and conditions of the loan. As for the
short term loans are concerned, the borrower is required to bring his product to the
marketing society to which the credit society is affiliated for marketing. The society
shall arrange for the selling of the produce at a rate acceptable to the producer. and from
such sale proceeds deduct the loan amount due from a member to the credit society.
Though such linking of credit with marketing is accepted in principle and agreed upon
by the borrowers, many do not bring their produce to the marketing society for sale. In
reality, very few societies are linked with primary marketing societies for adjusting the

sale proceeds to the town recovery.
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In general, the reasons for poor recovery and non-repayment ol the loans m time
are crop failure due to discase or any other natural calamity. misuse of loan. tailure to

comply with the terms of credit and willful defaulters.

There are certain factors on the part of the lending institutions which also lead to
hardships in recovering the loans advanced in time. Mariyanthan (1974) listed tactors
such as unsound lending policies, unsatisfactory management and inadequate
supervision. He observed that, in almost all developing countries, it is only too easy to
distribute agricultural credit, but extremely difficult to recover it. That is why recovery

of loans is the major problem faced by cooperatives.

The recovery performance of credit institutions is of paramount importance for
any further credit expansion. No credit institution can increase its credit supply unless
the recovery of its loans is satisfactory. The recovery position reflects on the success or
failure of the society as also the entire cooperative movement. Prompt recovery of loans
on due datc; on the part of any credit system is an important test for judging its
efficiency. Galgaliker and Bhole (1972) pointed out that the success of the cooperative
credit societies depended not only on the extent of advances but also mainly on the

position of recoveries effected.

The PACS cannot make any progress, unless the loans advanced are recovered
promptly. Credit cannot be dynamic as an agent of agricultural development it the credit
cycle is not repeated. This lead to many consequences making the societies in-operative
and some times resulting in closure, depriving of further capital investment in
agriculture, there by hampering agricultural production itself. Hence it is considered
that, “the proper recovery of loans is not only pre-requisite for a rapid expansion -of
agricultural credit, but also question of life or death for any credit lending institution™. It
is more true because, if members default to the agricultural credit societies, the latter

cannot meet its obligation to central bank beyond the limited extent to which it has free
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own resources for the purposes. Ultimately the failure of repayment of loan on the part

of borrowers and recovery on the part of societies result in the increasing overdues.

The total loans recovered by PACS in Karnataka state has increased from Rs.
166.16 crores in 1986/87 to Rs. 770.73 crores in 1997/98 (Table 4.22). Loans recovered
per member have increased from Rs. 313.7 in 1986/87 to Rs. 655.2 in 1989/90 and then
after decreased to Rs. 464 in 1997/98. The loans recovered per member was uneven in

its progress during the study period (Table 4.22).

5.1.6 Loans outstanding

The loans outstanding is one other criterion used to assess and evaluate the
growth as well as the efficiency in management of PACS. The results of total amount of
loans outstanding and amount of loans outstanding per member are presented in Tables

4.23 and 4.24, respectively.

The increase in total loans outstanding is an indictor of the poor performance of
PACS in the state. The total loans outstanding by PACS in Karnataka state has
increased from Rs. 314.89 crores in 1986/87 to Rs. 984.18 crores in 1997/98.

Loans outstanding per member of PACS in Karnataka state have increased from
Rs. 753.3 in 1986/87 to Rs. 1949.5 in 1997/98 (Table 4.24). However loans outstanding
per member marginally increased to Rs. 1019.4 in 1989/90 and it was uncven upto
1994/95. Thereafter, loans outstanding per member increased from Rs. 983.7 m 1995/96

to Rs. 1949.5 in 1997/98.

5.1.7 Loans overdue
The total overdues, overdues per member and percentage of overdues to
outstanding loans are the three criteria which help us to assess the performance of

PACS. The cverdues in the PACS have been posing serious problems. Although efforts



have been made by the Government and the institutions concerned, there has not been
considerable impact in reducing the quantum of overducs. This 1s cvident from the
mounting overdues of PACS in all the districts of Karnataka over the years. It may be
stated that this is the most important factor for the dormant condition of a very large
number of PACS in different districts of Karnataka. The increase in overdues in
different states of India over the years was also reported by Rangachar (1969). Winfred
(1972), Bhuyan and Mohanty (1973) and Gracy (1983). The increase in overdues in
different districts of Karnataka over the years was also reported by Vasudev (1984).
Reddy (1981) had indicated in his study in Srinivasapur taluk of Kolar district.
Karnataka that low off-farm income, more capital investment and low net farm returns

to be the possible reasons for increasing overdues among farmers.

The amount of overdues of PACS in all districts of Karnataka during the study
period rose from Rs. 131.09 crores in 1986/87 to Rs. 234.22 crores in 1997/98 (Table
4.25). Loans overdue per member have increased steadily from Rs. 313.70 in 1986/87
o Rs. 464.00 in 1997/98. During the terminal year of the study period, loans overduc
per member ranged from Rs. 167.9 in Mysore to Rs. 1224.0 in Dharward. There was a
decline in overdues per member from base year (1986/87) to terminal year (1997/98) in
Bangalore urban, Belgaum, Kodagu and Mysore districts. The possible reasons for this
may be that, the above mentioned districts have good irrigation facilities, commercial
crops, improved infrastructure and access to market and thus the borrowers had better
scope for the full utilization of credit, which helped in obtaining additional income.

Thus they were able to repay the loans in time.

Percentage of overdues to outstanding loans is an important indicator of
effectiveness of agricultural credit (RBI, 1966) and Mehta (1963). The percentage of
overdues to outstanding loans steadily increased from 41.63 per cent in 1986/87 o
64.10 per cent in 1991/92 and thereafter decreased to 23.80 per cent in 1997/98. This

percentage was maximum in 1991/92 at 64.10 per cent.



The performance analysis of the districts of Karnataka state shows that some
districts are virtually at a point of danger of total failure and most of the districts are in
position of sutisl‘ucfory condition. During the base year (1986/87). i the district ol
Gulbarga. the percentage of overdues to outstanding loans was as high as 70.73 per cent
followed by Dharward (65.68 per cent), Bijapur (57.69 per cent) and Shimoga (55.91
per cent). The position is satisfactory only in a few districts like Dakishna Kannada 9.57
per cent and Uttar Kannada (27.17 per cent). This shows that a large number of
societies are not in a position to recover the loans advanced resulting over dues. Despite

this status, they continue advancing fresh loans every year.

The problem of overdues is acute and requires greater attention on the part of
Government in formulating future policies. This also calls for greater skills on the part

of cooperative administration to bring down this menace.

5.2 Growth rate of performance indicators of PACS in Karnataka
5.2.1 Number of PACS

It is evident from the results that the number of PACS declined at the rate of
0.87 per cent per annum for the state as a whole (Table 4.28). The negative compound
growth rate ranged from 0.09 per cent per annum in Chitradurga to 4.92 per cent per
annum in Dharward district. This indicates that the reduction in number of PACS in
Karnataka state was the highest in Dharward district and least in Raichur district. The
CGR for Kodagu district was zero implying that there was no change in number of

society in Kodagu district.

5.2.2 Membership

The progress and performance of the PACS based on the membership criterion
indicated that the total membership of PACS did not increase significantly in the state
(Table 4.29). The CGR of total membership ranged tfrom 1.33 per cent in Mysore

district to 4.26 per cent in Dakishina Kannada district. The growth of membership of
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PACS is not consistent across districts and that 12 districts did not show any growth in
membership. Part of this can be explained by the negative growth rate i the number of
PACS. When a PACS is closed, not all its members would go to the other PACS with
which the former was merged due to the affiliated PACS being away from the village ov
any other such factor. One other observation is that in the districts of Tumkur and
Bellary there was no significance change both in the number of PACS and the

membership.

5.2.3 Share capital

It can be observed from Table 4.30 that share capital of PACS did not increasc
in Karnataka during the study period. The districts of Mandya and Kodagu registered
high growth with respect to share capital. Bangalore urban district registered the least
growth of 3.35per cent. It may be noted that the district of Kodagu which registered
high rate of growth of share capital also registered a significant growth of membership.
Thus, Kodagu district which registered 8.76 per cent growth of share capital also

registered 2.10 per cent growth with respect to membership.

5.2.4 Deposits

The growth of deposits which helps the PACS to reduce their reliance on
external resources is another indicator of performance of PACS. It is observed from the
Table 4.31 that deposits of PACS grew by 9.42 per cent annually for the state as a
whole. The districts of Bangalore urban (19.12 per cent). Bijapur (14.34 per cent).
Chikmagalur (13.54 per cent) and Belgaum (13.20 per cent) registered a fairly high
CGR with respect to deposits. Thus, the finding of the study reveals that 18 districts of
the state have been able to increase their deposits during the study period from 1986/87

to 1997/98.



5.2.5 Working capital

It is observed from Table 4.32 that working capital of PACS incrcased at the
rate of 8.65 per cent annually for the state as a whole. The growth of the working capital
of PACS reveals that the districts of Bidar (14.11 per cent), Mandya (13.20 per cent).
Uttar Kannada (12.19 per cent) and Belgaum (11.07 per cent) registered comparatively
higher CGR than the remaining districts. But, barring Belgaum which tmproved its
position of the working capital.to rank among the top districts, other districts mentioned
above had low working capital to begin with. This might bc one of the reasons for high
growth rate registered by these districts. Working capital has increased significantly in
I5 districts of Karnataka state during the study period (1986/87 to 1997/98). The
improvement that is observed regarding working capital in 15 districts of Karnataka can
be attributed to the improvement that has taken place in the components of working

capital such as share capital, deposits and increased borrowings.

5.2.6 Loans advanced

The assessment of the PACS based on the loans advanced criterion indicated
that the total loans advanced intreased significantly yiclding a compound growth rate ol
16.18 per cent (Table 4.33). When we look nto the growth rates of working capital.
advances and membership together (Tables 4.32, 4.33 and 4.29) it reveals that the
working capital increased at the rate of 14.11 per cent annually and advances increased
at the rate 20.80 per cent annually in Bidar district, whereas the membership increased
at 4.14 per cent annually. Because of larger advances and low membership, the per’

member advances were more in Bidar district.

5.2.7 Loans recovered

It is observed from Table 4.34 that loans recovered by PACS increased at the
rate of 15.37 per cent annually for the state as a whole. The districts of Uttar Kannada
(24.86 per cent), Dharward (20.08 per cent), Kodagu (18.41 per cent) and Belgaum

(18.06 per cent) registered high CGR with respect to loans recovered. The reason



for this, may be that they had recovered less amount during base year 1986/87. and have
steadily increased their recovery position over the years of the study period. The district
of Chitradurga registered a negative CGR of 5.92 per cent with reference o loans

recovered. This may be attributed due to poor irrigation facilities in the district.

5.2.8 Loans outstanding

It is evident from the results (Table 4.35), that the loans outstanding increased
7.57 per cent in the state. The districts of Bidar (16.07 per cent), Belgaum 912.3 per
cent) Uttar Kannada (11.96 per cent) and Bangalore rural (8.22 per cent) have registered
high CGR with respect to loans outstanding. The district of Mysore registered a CGR ol

8.24 per cent with reference to loans outstanding.

5.2.9 Loans overdues

The overdues of the primary agricultural credit societics (PACS) has not
changed for the years as depicted by insignificant growth rates (Table 4.37). The growth
of overdues of PACS is not consistent across districts and that 14 districts did not show
any growth in overdues. Part of this can be explained by the negative growth rate n
loan overdues. It could be observed that a significant growth has been scen in case of
Shimoga, Tumkur, Dakishina Kannada, Kodagu, Mysore and Gulbarga. The district of
Gulbarga recorded the highest growth rate of 12.41 per cent in loans overdues. while the
lowest growth rate of 6.29 per cent was in the case of Dakishina Kannada district.

The growth rates of working capital, loans advanced, loans recovered and loans
outstanding were positive and increasing while the growth rate of overdues was positive
and insignificant between 1986/87 and 1997/98. The rates of increase were different
between the districts. Since the loans overdues position is also insignificant. no definite
conclusion can be drawn on the performance except that PACS have recorded better

performance, if the overdues position is taken into consideration.
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53  Inter-district inequality in PACS credit flow Lo

The district-wise inequality in per hectare credit flow in terms of agricultural
credit had shown a tendency of widening the inequality over the years, as revealed by
the increasing values of coefficient of variation and Theils entropy (Table 4.37). The
inter-district inequality was also proved by using lorenze curve and Gini ratio. The Gini
ratio result shows that, term agricultural credit has shown a tendency of widening the *
credit flow inequality over the years. The increase in the inequality in term credit flow
was statistically significant while that in short term credit flow was statistically

insignificant.

The value of coefficient of variation increased from a low of 143.84 per cent in
1986/87 to 174.60 per cent in short term agricultural credit flow in 1997/98. The
coefficient of variation had increased from 109.54 per cent in 1986/87 to 177.15 per
cent in 1997/98 for term credit. Theils entrophy had also increased from (.51 in
1986/87to 0.55 in 1997/98 in the case of short term agricultural credit flow and its
increase for term agricultural credit flow was from 0.45 in 1986/87 to 0.63 in 1997/98.
The Gini ratio had increase from 0.57 in 1986/87 to 0.61 in 1997/98 in short term
agricultural credit flow, while, the Gini ratio had increased from 0.49 in 1986/87 to (.70
in 1997/98 for term agricultural credit flow. Over the years, the deviations from the
mean value of 20 districts with respect to per hectare credit flow had also increased
substantially for all measures of inequality except for Theils entropy coefficient for term
agricultural credit flow, indicating the widening of the inequality over the years. This
goes to prove that PACS have not to a great extent, achieved their goal of more even
spread of supply of credit across the districts. These results shows that, the policy
makers of Karnataka state need to make efforts for even distribution of Agricultural

credit among the districts for the achievement of uniform development in the state.
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These observations are in line with the results of the studies made by Smgh and
Singh (1978) where in they observed the district-wise mequality in credit advanced per

hectare in Punjab state.

The low correlation between the coefficients of variation of short term
agricultural credit and term agricultural credit as well as that of Theils entropy
coefficient revealed low degree of association between the short term and term
agricultural credit inequality among the districts for all the years during the study
period. This clearly establishes the look of any link between short term agricultural
credit and term agricultural credit. This calls for a greater degree of cooperation and
coordination between the agencies supplying different types of credit under single

agency approach.

5.4  Factors influencing flow of short term agricultural credit

The flow of credit to agriculture is supposed to be associated with the social.
economic, policy and natural factors related to agricultural activities. The sclection of
variables is based on some a priori expectations so that these variables provide
sufficient economic explanations. Irrigation is taken as a proxy for agricultural
infrastructure and the commercial crops variable represent the extent of
commercialization in agriculture. Both HY'V and fertilizer use are taken as indicators of
technological advancement in agriculture, and rainfall is taken as a proxy for climactic
factor. Moreover, short terms loans and term loans were considered as important
variables to affect one another. The results show that the short-term credit flow is
influenced by flow of medium-term credit, irrigation, are under commercial crops and
deposits. Rainfall was not found to be a significant factor. This clearly shows that
agriculture infrastructure largely influences the flow of short-term credit across districts.
The variations in infrastructure and agriculture performance in the districts has resulted
in the inequality in short-term credit flow among different districts (Table 4.37 and

4.32).
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To identify the factors responsible for the district-wise equality in short term
credit flow in Karnataka, both linear regression analysis and pooling of time series and
cross sectional data regression analysis were used (Tables 4.39 and 4.40). The results
obtained from both regressions were found to be the same with reference to statistical
significance for term agricultural credit, irrigation, commercial crops. high yicld variety
and deposits. But, the results were different with reference to statistical significance for

fertilizer consumption. Rainfall was insignificant in both cases.

The standard error of the coefficients was less in pooling of time series and cross
sectional data regression analysis. Among the factors responsible for causing district-
wise inequality in short term credit flow, term agricultural credit, irrigation. commercial
crops, high yield varieties and deposits per membership were found to be significant
(Table 4.40). The variables considered in the model explained 91 per cent of variation

in the dependent variable, which testifies to the adequacy of the model.

The spread of irrigation in some districts has been the major factor causing
district-wise inequality. This was evident from the highly significant regression
coefficient value for irrigation. It is obvious that whenever there is an expansion of
irrigation facilities, the gross cropped area also increased. As a result. the short-term
agricultural credit flow increases. This may be due to the high cash intensity of irrigated
agriculture. This is in conformity with the results of Honniah (1982), Dadibhavi (1988)

Bhat (1991) and Surya Prakash ez al. (1993).

The assessment of short term loan and term loan as a factor for each other has
showed that they have a complementary relationship rather than showing a competitive
trend. High level of seasonal agriculture operations necessitates the enhancement of
fixed assets and conversely the increament in the scope of seasonal agricultural
operations induces the need for capital formation to support these activities. As a result.

the term loan advances contribute signiticantly to the growth of short-term credit. The



Mow of short term loan, term loan and thereby total agricultural toan were found to be

positively significant.

Area under commercial crops is another major factor influencing short-term
credit flow as is generally to be expected and responsible for the intensive cultivation of
high value crops for which credit flow is very high. From these results. it can be
observed that agricultural credit by PACS has made an important contribution towards
commercializing agriculture in the state and that commercialization of agriculture leads

to larger short-term credit flow.

The contribution of the variable HYV was negative and significant. The
contribution of the variable fertilizer consumption was positive and significant using
regression analysis whereas it was positive but insignificant when time series and cross
sectional data were pooled in the regression analysis. The variables HYV and level of
fertilizer use, both reflect the level of technological advancement in the agricultural
sector. Agricultural credit especially short term loan in the state mainly goes 1 the form
of inputs such as fertilizer, HYV and other related inputs. The influence of high yield
varieties on short-term credit flow is not in the expected line. This might be because of
the fact that, the short-term credit is being advanced on the basis of cropped area,
irrespective of whether high yield variety was used on whether fertilizer was applied in
full. This might be on reasons for misuse of credit and the resultant increase in

overdues.

As regard the climatic factor, the current year’s rainfall was found to have no
effect on the flow of agricultural loans. This may be due to the fact that. the decision on
short-term advances is made by PACS for earlier to the beginning at crop season and

that rainfall variation is apparent in the middle of season.



{9
A ﬂf

The deposit per membership found to be positive and significant. It refers o
deposit of PACS and this is significant probably because the short term credit flow iy
linked with deposit working capital. The variables like crop intensity and average size
land holding have not been included due to their inability to improve R” values of the

model and the insignificance regression coefficients associated with them.

The results of this study with respect to the influence of irrigation and rainfall on
short term credit flow are consistent with the results obtained by Bhat (1991) who
worked out the influence of these factors on short term agricultural credit absorption in

Karnataka for the period 1975-76 to 1988-89.

5.5  Ranking of districts based on cooperative development

Belgaum district ranked first with a total score of 42 (Table 4.41). This ix
because. it had registered high CGR with reference to variables such as share capital.
working capital, deposits, loans advanced and loans recovered. Even with reference to

membership, it has registered a fairly high CGR.

Kodagu and Bangalore rural districts with scores of 41 cach are ranked second
next to Belgaum district. Kodagu district has performed well with reference to working
capital and loans overdues. Bangalore rural districts was exemplary with reference to
share capital and deposits. Kodagu and Bangalore rural districts registered fairly high
CGR with reference to the other variables also. Uttar Kannada and Bidar districts

ranked third.

Chitradurga district with a score of 15 is ranked last. It registered low CGR with
reference to all variables except loans overdues. It has registered negative CGR with
reference to share capital, deposits, working capital, loans advanced and loans

recovered. Thus its performance was indigent.
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The reasons for high CGR registered by top ranked districts with reference to

< N

different variables is that they had a fow base to begin with. This ranking does not show
the efficiency of each district with respect to cooperative activity. It only shows the
progress of these districts regarding PACS during the study period 1986/87 1o 1997/98.
However, this analysis can be taken as a basis for analysing the poor status in some of
the districts. This will, inturn, help in evolving suitable measures for improving the

performance of PACS in these districts.
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CHAPTER VI

SUMMARY AND CONCLUSION ‘

Credit is the life blood of modern agriculture and one of the accelerators for any
development programme. This is particularly true for rural development, which has as
its goal the increase in higher agricultural productivity as well as the improvement of
standard of living of rural people. The primary agricultural credit societies (PACS) torm
the basic foundation on which the entire cooperative credit structure is built. They are
the institutions having direct contact with the farmers. Moreover. of the cooperative
movement consisting of different types of cooperative societies. it is these societies that
form the bulk. Performance analysis of these societies is of a greater concern during
these years. Hence, it may not be an exaggeration to state that the success of the
cooperative movement in general and cooperative credit structure in particular. depends
to a very large extent on the success of these primaries. Since the performance ot these
societies 18 varied in nature many economists argue that these cooperatives have failed
and doubts are raised about the efficient functioning of the cooperatives in India. Hence.
the present study was under taken to examine the performance of PACS by considering
selected indicators such as number of societies, membership. financial resources. credit
activities and analysis of district-wise inequality in agricultural credit tlow in

Karnataka.

The present study is an attempt to analyze the performance of PACS m

Karnataka with the following specific objectives: -

l. To evaluate the performance of PACS district-wise in Karnataka during the

period 1986/87 to 1997/98.

to

To assess the growth of PACS district-wise in Karnataka during the period

1986/87 to 1997/98.
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3. To compare the performance ol PACS n different districts and to assess the
inequality in their performance.
4. To identify the factors influencing short term credit flow into ditferent districts.
5. To rank the districts based on growth registered by PACS with reference to

different cooperative indicators.

The study was carried out for the state of Karnataka and covered a period of 12
years from 1986/87 to 1997/98. In this study, districts were considered as units of
reference. For this purpose, data were collected from the annual reports (ANR tables) of
Department of Cooperation Government of Karnataka. The data on other factors were
collected from secondary sources viz., Directorate of Economics and Statistics.

Bangalore and various issues of Fertilizer statistics and cotfee board statistics.

The major techniques used in the analysis include tabular analysis. growth
functions, coefficient of variation, Theils Entropy, lorenze curve. gint ratio and

regression analysis to achieve the objectives of the study.

6.1 Summary
A brief account of the results emerging from the study are given in the

subsequent paragraphs.

The performance of PACS based on the number of PACS criterion indicated
decreasing trend significantly in all the districts over the years in different magnitude
except in Kodagu, Bellary and Bidar which had the same number of PACS as of base
year. The reduction in number of societies was mainly due to the reorganization process

which was taken up by amalgamating the weaker societies.
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An increasing trend in total membership of PACS was observed, except in
Dharward. The membership per society also rose in all the districts over the years
though in different magnitude. It may be inferred that the performance of PACS was
reasonable and satisfactory interms of total membership and membership per society in
different districts of Karnataka. Large membership per society adds to its strength of
activities. Larger the number of members, larger will be the quantum of its own fund, to
give more financial / economic strength to function effectively by extending increased

service.

The total share capital of PACS rose between 1986/87 and 1997/98 reflecting a
move towards financial soundness of PACS in different districts of Karnataka state. The
total share capital increased from Rs. 62.27 crores in 1986/87 to Rs. 170.43 crores in
1997/98. The CGR of total share capital ranged between 3.35 per cent in Bangalore

urban district to 10.29 per cent in Mandya district.

The per society share capital also indicated an increasing trend in all the districts
during the study period. The per member share capital also increased over the years.
Government contribution to the total share capital of PACS had increased over the years
form 19.11 per cent in 1986/87 to 22.85 per cent to 1997/98 in all the districts of
Karnataka. The increase in total share capital of PACS in Karnataka over the years was
mainly due to increased membership and increased contribution by Government to the
total share capital. Percentage of share capital to working capital, which will determine
the self reliance of PACS, dectined from 11.53 per cent in 1986/87 to 11.23 per cent in
1997/98. The contribution of share capital to working capital was highest in Mandya
district (23.12 per cent) and the least in Dakishna Kannada district (7.03 per cent). The
percentage of share capital to working capital of PACS in Karnataka had decreased in

all the districts except in Belgaum, Bijapur. Chikmagalur and Mysore.
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The deposits position and its growth was similar to that of working capital. All
the districts of the state, except Bidar had been able to increase their deposits during the
study period. Chitradurga did not register a significant growth on deposits. The average
deposit per member in 1997/98 was the highest in Dakishna Kannada (Rs. 7648.50)
followed by Kodagu (Rs. 5235.80) and it was the least (Rs. 2.2) in Bidar.

The percentage of depo.sits to working capital of PACS in Karnataka decreased
from 22.6 per cent in 1986/87 to 17.7 per cent in 1997/98. The performance in terms of
self reliance in all the districts had worsened over the years, unlike the membership,
share capital, working capital and deposits. Similar trend was also registered with
regards to proportion of deposits to working capital. Obviously the performance of
PACS in different districts over the years indicated a declining trend in terms of self
reliance of funds. Dakishina Kannada topped the list in this respect in both the base and
terminal years with 92.3 per cent and 50.2 per cent, respectively. Excepting Banglaorc
urban, Uttar Kannada, Dakishna Kannada, Kodagu, Mysore, Chikmangalur and Bijapur.

all the other districts had below 10 per cent of deposits to working capital.

All the districts registered a gradual increase in the total working capital
between 1986/87 and 1997/98. The districts of Bidar (14.11 per cent), Mandya (13.20
per cent), Dakishna Kannada (12.41 per cent), Uttar Kannada (12.19 per cent), Belgaum
(11.07 per cent) and Kodagu (10.85 per cent) registered comparatively higher growth of
working capital than the remaining districts. There was a gradual increase in total
working capital of PACS in all the districts of Karnataka state except Chitradurga
district. The improvement that was observed regarding working capital in most of the
districts of Karnataka can be attributed to the improvement that has taken place with the
components of working capital such as deposits and share capital. Working capital per
member for the state as a whole increased from Rs. 313.7 in 1986/87 to Rs. 464 in

1997/98.
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1 he aiiioLiiU oi loans advanced, loans advanced per society as well as per

member by PACS increased in all the districts ol Karnataka stale during the study
period. Total loans (ST and MT) advanced by PACS lor the state as a whole increased
I'mm Rs. 199.90 crores in 1986/87 to Rs. 1064.25 crores in 1997/98, yieldmg a CGR of
16.18 per cent. The loan advanced per member had increased from Rs. 478.36 in
1986/87 to Rs. 2108.12 in 1997/98. The per member advances was the highest in

Kodagu district (Rs. 7331.85) and the least in Mysore district (Rs. 442.08) in 1997/98.

The percentage of short term loans (Jut of the total loans provided by PACS
during the base year (1986/87) indicated that four districts out oi' 20 provided more than
90 per cent, five districts provided more than 80 per cent, four districts provided more
than 70 per cent, six districts provided more than 60 per cent and one district prtivided
49 per cent. In addition to this, during the base year of the study period, out of the tt)ial
advances of Rs. 199.90 crores by PACS in Karnatiika, short term advances accounted
for Rs. 160.553 crores and medium term advances accounted for Rs. 39.34 crores the
shares accounting to 80,32 per cent and 19.68 per cent to the total advances

respectively.

The short term loans advanced by PACS in Karnataka state increased from 80
per cent of total loans in 1986/87 to 90 per cent in 1997/98, whereas the medium term
loans advanced decreased form 20 pre cent in 1986/87 to 10 per cent in 1997/98. This

reflects that majority of lending by PACS was in the form of short term loans.

The total loans recovered by PACS in the state steadily increased from Rs.
166.16 crores in 1986/87 to Rs. 770.73 crores in 1997/98, recording a growth of 15.37
per cent. The districts of Ultiyr Kannada, Dharward. Kodagu and Belgaum registered
higher growth with respect to loans recovered. Chitradurga district did not register any

significant growth. Loans recovered per member by PACS in the slate  were
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Rs. 313.7 in 1986/87 and increased to Rs. 464.00 in 1997/98. Dharward district topped

the list throughout the study period.

From the increase of total loans outstanding it is quite understandable that there
was a poor performance of PACS in the state. The total loans outstanding by PACS in
Karnataka state has increased from Rs. 314.89 crores in 1986/87 to Rs. 984.18 crores in
1997/98. Loans outstanding per member of PACS in Karnataka state have increased
from Rs. 753.3 in 1986/87 to Rs. 1949.5 in 1997/98. During the base year of the study
period (1986/87), loans outstanding per member was the large in Kodagu district (Rs.
1630) and the least in the district of Hassan (Rs. 402.7). In the terminal year (1997/98)
loans outstanding per member was relatively larger for Bidar district (Rs. 4649.8) and

low in Mysore (Rs. 366.60).

The poor performance of PACS is quite understandable from the increase in the
total overdues of PACS in the state from Rs. 131.09 crores in 1986/87 to Rs. 234.22
1997/98. During the study period overdues increased at 3.15 per cent annually and it
was not significant. The growth of overdues ranged from 6.29 per cent in Dakishina
Kannada to 12.41 per cent in Gulbarga,. Overdues per member of PACS in Karnataka
state have increased from Rs. 313.7 in 1986/87 to Rs. 464.00 in 1997/98. In the terminal
year of the study period (1997/98), overdues per member ranged between Rs. 167.9 in
Mysore district to Rs. 1224.80 in Dharward district. During terminal year (1997/98) the
percentage of ovérdues to outstanding loans was as high as 77.86 per cent in the district
of Hassan followed by Shimoga (72.86 per cent), Gulbarga (59.90 per cent) and
Chitradurga (55.29 per cent). Fifteen districts had an overdue position ranging from six
to less than fifty five per cent. Six districts had an overdue percentage of less than the
state average during the terminal year of the study period. This shows that a large
number of societies, their management, were not in a position to recover the loans

advanced previously.
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The growth rate of working capital, loans advanced. loans outstanding and loans
overdues were positive and increasing between 1986/87 and 1997/98. though the rates
of increase were different between the districts. Since the growth rate of overdues was
insignificant, no definite conclusion can be drawn on the performance except that PACS

have recorded better performance, in respect of other parameters.

An inequality in the performance of the PACS based on per hectare credit flow
was clearly visible and the inequality in the performance among different districts
mcreased during the study period (1986/87 to 1997/98). The trend in nequality over the
years for per hectare credit flow for all the districts reflected that the inequality in the
performance of the PACS between the districts as well as within the district overscas

had increased.

The district-wise inequality in per hectare credit flow both in short term and
term credit had shown a tendency of increasing over the years as revealed by the
increasing values of coefficients of variation and Theils entropy coefficients. In case of
short term credit flow, coefficient of variation increased from 143.84 per cent in
1986/87 10 174.60 per cent in 1997/98 and the Theils entropy cocefficient increased from
0.51 to 0.55. The trend equation were fitted by taking CV and I(V) as dependent
variables and time as independent variable. The regression coefficients were negative
and insignificant indicating that the district-wise inequality in short-term agricultural

credit flow not increased over time.

In the case of term credit, the coefficient of variation increased from 109.54 per
cent in 1986/87 to 177.15 per cent in 1997/98 and Theils entropy coefficient increased
from 0.45 to 0.63. The linear trends fitted by taking CV and I(V) as dependent variables
separately against time, showed that the district-wise inequality in term credit flow

increased over time.
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Lorenze curve and Gini ratio were used to measure the inequality of per hectare

credit flow district-wise in Karnataka state. The lorenze curved for short term
agricultural credit and term agricultural credit were not nearer to the line of equal
distribution (45° degree line) but are more bowed out, indicating that there is more

unequal distribution of agricultural credit among districts during the study period.

The Gini ratio was calculated for per hectare short term and medium term
agricultural credit flow for the base year, average year, and terminal year district-wise
in the state. The Gini ratios were 0.57, 0.58 and 0.61 for the base year. average year and
terminal year respectively for short term agricultural credit flow. The Gini ratios were
0.54. 0.59 and 0.61 for the base year, average year and terminal ycar respectively for

term agricultural credit flow.

Factors like irrigation area under commercial crops, term agricultural credit area
under high yield varies and deposits per member were found to be the important and
significant variables in determining the flow of short term credit to agriculture by
PACS. Fertilizer consumption and rainfall were the only variables which had no

significant role in influencing the flow of short term credit to agriculture,

6.2  Conclusions and policy implication
The conclusions and policy implications that emerge from the study are

presented below:

I Though the reorganization process of PACS has been completed. still there is a
decreasing trend in the number of PACS both at the state level and in districts.
This may be because of some of the PACS are twinning defunct and are getting

closed.
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The problem of overdues is acute and requires greater attention on the part of
government in formulating future policies and greater skill on the part of
cooperative administration to bring down the menace. Even though the recovery
performance of PACS has significantly improved. the concerned authorities
should pay more attention towards furthering the recovery so as to be able o

recycle large amount of credit.

The Economic viability of PACS mainly depends on its capital strength. Capital
strength in turn depends on creation of deposits and augmentation of volume of
share capital. Hence efforts should be made to bring morc and more pzople
under the activities of cooperative periphery in order to achieve viability of

PACS.

In Karnataka most of the PACS made a poor performance in attracting deposits

and their dependence on outside borrowings continues to be large.

The improvement that is observed regarding working capital in most of the
districts can be attributed to the improvement that has taken place with the
components of working capital such as share capital. Working capital per
member for the state as a whole increased from Rs. 313.7 in 1986/87 to Rs. 464

in 1997/98.

An analysis of the performance of the districts with reference to overdues leads
to the conclusion that some districts are getting burden with large overdues. The
problem of overdues is acute and requires greater attention on the part of
Government in formulating future policies and greater skill is required on the

part of cooperative administration to bring down this menace.
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The advances made o agriculture in Karnataka state by PACS has shown a
significant growth over the study period. The growth patten indicated that most
of the low base districts registered high growth rates and high base districts
registered fair growth rates. This growth should be sustained and enhanced. if

feasible, to meet the increasing credit needs of farmers.

The inequality in per hectare credit flow between districts has increased over
years. The cropping pattern, irrigation, intensity of production. etc.. dictate the
amount of credit per hectare. However, recovery status of PACS decides the
amount of future fund flows from DCC banks. Hence. concerted efforts should
be made to enhance the recovery status of PACS, so as to increase the per
hectare availability of credit in some districts and thus realistically mecet the

genuine investment needs of farmers.

The flow of short term credit in the state was found to be significantly
influenced by the factors at the ground level. The factors such as term
agricultural credit, irrigation, commercial crops, HY Vs, fertilizer consumption.
rainfall and deposits together explained the short term credit flow across the
districts. This shows that farm credit provides for infrastructure development in
tarms, which in turn calls for larger working capital use. Hence, PACS (or any
other cooperative) should concentrate on term loans as well for achieving over
all growth of agriculture. Irrigation facilities need to bz enhanced. through
increased irrigation infrastructure or through judicious use of existing trrigation.
which will lead to faster growth. The positive impact of commercial crops. HY'V
and fertilizer use on ST credit use show that there exists a vast scope for
intensification of production and commercialization of agriculture. both of

which will result is enhancing form incomes. .



L0.

i3
The above conclusions are arrived at by studying the PACS credit system
mainly on the basis of sccondary data for a limited period of time. In this regard,
@ comprehensive study can be made by considering both the lender and the
borrower sides of the agricultural credit system in the districts 1w help draw

precise conclusions for effective policy.
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Appendix-1: District-wise

APPENDICES

()

compound growth rate of number of primary
agricultural credit societies in Karnataka for the period 1986/87 to

1997/98.

District CGR b value S.E. R’
Bangalore urban -0.20 -0.002* 0.001 0.314*
Bangalore rural -0.10 -0.001** 0.0078 0.365%*
Chitradurga -0.09 -0.00089* 0.00047 0.262%
Kolar -0.99 -0.010%** 0.0023 0.68%**
Shimoga -1.15 -0.0116%**  0.002 0.758 %%
Tumkur -0.27 -0.0027 0.0019 0.163
Belgaum 0.30 0.003 0.0023 0.164
Bijapur -0.10 -0.001**%  0.00025 0.76% %
Dharward -4.92 -0.0505%* 0.0175 0.45%%
Uttara Kannada -0.20 -0.002%** 0.0006 0,504
Chikmagalur -0.15 -0.0015** 0.000057 0. 40**
Dakshina Kannada -0.18 -0.0018** 0.00058 (). 49
Hassan 0.49 0.0049 0.003 0.207
Kodagu 0 0 0 0
Mandya -0.20 -0.002%*  0.00118 0.35%%
Mysore -0.90 -0.009*** 0.0018 (0.7 1%
Bellary -0.07 -0.0007 0.0009 0.06
Bidar 0.32 0.0032 0.0076 0.017
Gulbarga -0.31 -0.0031 0.0077 0.016
Raichur -0.80 -0.008* 0.00369 0.3229*
Karnataka State -0.87 -0.0087***  0.002 .65+

CGR

S.E.

Compound growth rate
Significant at 1% level
Significant at 5% level
Significant at 10% level
Standard error of mean



(ii)

Appendix-11: District-wise compound growth rate of membership in Karnataka
state for the period 1986/87 to 1997/98

¥

District CGR b value S.E. R”
Bangalore urban 2.31 0.0228 0.0024 0.89
Bangalore rural 2.85 0.0281 0.0034 0.86
Chitradurga 1.33 0.0132* 0.0069 0.26%
Kolar 2.18 0.0216***  0.005 0.64%*
Shimoga 0.75 0.0075 0.006 0.13
Tumkur 2.77 0.0273 0.0031 0.88
Belgaum 1.66 0.0165*#*  0.0033 (0. 709+
Bijapur 2.44 0.0241 0.0027 0.88
Dharward -0.59 -0.006 0.0071 0.0679
Uttara Kannada 2.53 0.025 0.0047 0.73
Chikmagalur 3.35 0.033 0.0037 (.88
Dakshina Kannada 4.26 0.0417** 0.0147 0.4
Hassan 3.05 0.0300 0.0026 0.92
Kodagu 2.10 0.0208***  (.0047 0.65%*
Mandya 0.80 0.0008 0.0044 0.0033
Mysore 1.33 0.0132***  (.0022 0.78%**
Bellary 1.63 0.0162 0.0014 0.92
Bidar 4.14 0.0406** 0.0138 0.46%*
Gulbarga 2.90 0.0286** 0.0125 0.34x*
Raichur 0.60 0.006 0.0042 0.168
Karnataka State 2.03 0.0201 0.0015 0.94

CGR

{1 [ I T

S.E.

Compound growth rate
Significant at 1% level
Significant at 5% level
Significant at 10% level
Standard error of mean



(iii)

Appendix-111:District-wise compound growth rate of share capital of PACS in
Karnataka for the period 1986/87 to 1997/98

%

__District CGR b value S.E. R”
Bangalore urban 3.35 0.033**x* 0.0066 (0.7 [k
Bangalore rural 11.07 0.105 0.0079 0.94
Chitradurga -9.79 -0.103 0.1066 0.086
Kolar 7.14 0.069 0.0057 0.93
Shimoga 4.50 0.044 0.0050 0.88
Tumkur 6.71 0.065*** 0.0116 (0.75%%*
Belgaum 10.74 0.102 0.0078 0.94
Bijapur 7.79 0.075 0.0104 0.83
Dharward 6.82 0.066 0.0085 0.85
Uttara Kannada 8.65 0.083 0.0061 0.94
Chikmagalur 12.64 0.119 0.0107 0.92
Dakshina Kannada 11.07 0.105 0.0080 0.94
Hassan 5.23 0.05 1 **x* 0.0118 0.64%3%
Kodagu 8.76 0.084%x* 0.0046 0.97#*x*
Mandya 10.29 0.098*** 0.0279 (). 55k
Mysore 4.39 0.043 0.0094 0.68
Bellary 5.02 0.049%** 0.0080 (). 795
Bidar 10.40 0.099 0.008 0.92
Gulbarga 7.57 0.073 0.0068 0.92
Raichur 3.55 0.0349 0.0054 0.80
Karnataka State 8.11 0.078 0.0069 0.92

Compound growth rates
Significant at 1% level
Significant at 5% level
Significant at 10% level
Standard error of mean

CGR

LI [ T R 1}



(iv)

Appendix-1V:District-wise compound growth rate of deposits of PACS in Karntaka
for the period 1986/87 to 1997/98

District CGR b value S.E. R*
Bangalore urban 12.74 0.120%* 0.0439 (.42
Bangalore rural 19.12 0.175% 0.0868 0.29%
Chitradurga -7.6 -0.079 0.1241 0.039
Kolar 9.64 0.092** 0.0283 0.5 *%
Shimoga 6.18 0.060%** 0.0169 0. 56
Tumkur 9.42 0.090% 0.0279 0.5
Belgaum 13.20 0. 1244 0.0295 0.64 5%
Bijapur 14.34 0.134% 0.0561 0.36%
Dharward 10.85 0.103** 0.0362 ERE
Uttara Kannada 8.98 0.086*** 0.0265 ().5 ] ks
Chikmagalur 13.54 0.127%x 0.0511 0.38%*
Dakshina Kannada 8.00 0.077**x* 0.0228 0.53%%x
Hassan 7.90 0.076***  0.0219 0.5475%
Kodagu 11.40 0.108*** 0.0300 0 56%%*
Mandya 13.20 0.124%x 0.0471 0415
Mysore 10.63 0.101** 0.0337 0.47%%
Bellary 9.42 0.090%** 0.0284 0.50%%*
Bidar 6.50 0.063 0.1107 0.03
Gulbarga 12.86 0.121** 0.0457 (41
Raichur 12.98 0.122%* 0.0511 0.36%*
Karnataka State 9.42 0.090%** 0.0257 (.55

= Compound growth rates

CGR
o Significant at [ % level
Significant at 5% level
Significant at 10% level
Standard error of mean

SE.



(V)

Appendix-V: Disctrict-wise compound growth rate of working capital of PACS in
Karnataka for the period of 1986/87 to 1997/98

District CGR b value S.E. R’
Bangalore urban 5.86 0.057** 0.0195 () 46%*
Bangalore rural 9.63 0.092%** 0.0225 0.62%x
Chitradurga -10.15 -0.107 0.1089 0.08
Kolar 6.82 0.066*** 0.0130 0.72%%%
Shimoga 6.18 0.060%** 0.0130 0 68 %
Tumkur 6.71 0.065** 0.0169 0.59%*
Belgaum 11.07 0.105%** 0.0210 0.7 5%
Bijapur 5.76 0.056** 0.0205 0.43%*
Dharward 3.04 0.030 0.0563 0.02
Uttara Kannada 12.19 0.115%*x* 0.0188 0.78%x*
Chikmagalur 8.33 0.080%* 0.0293 (.45
Dakshina Kannada 12,41 0.117 0.0154 0.85
Hassan 4.18 0.041* 0.0208 (0.28%*
Kodagu 10.85 0.103% 0.0281 (.57
Mandya 13.20 0.124%%x* 0.0246 0.7 70
Mysore 1.01 0.010 0.0269 0.01
Bellary 7.90 0.076 0.0612 0.13
Bidar 14.11 0.132%%* 0.0246 (. 7dxx*
Gulbarga 6.93 0.067*** 00158 0,647
Raichur 3.25 0.032* 0.0158 0.29%
Karnataka State 8.65 0.083%** 0.0160 0.72%**

CGR Compound growth rates
Significant at 1% level
Significant at 5% level
Significant at 10% level

Standard error of mean

i

SEE.



(vi)

Appendix-VI: District-wise compound growth rate of loans advanced by PACS in
Karnataka for the period 1986/87 to 1997/98

District CGR b value S.E. R
Bangalore urban 4.18 0.041 0.0594 0.04
Bangalore rural 17.82 0.164 0.0948 0.23
Chitradurga -0.90 -0.009 0.1557 0.0004
Kolar 14.57 0.136%* 0.0535 ().39%*
Shimoga 13.31 0.125 0.0911 0.15
Tumkur 8.55 0.082 0.0784 0.09
Belgaum 17.94 0.165%** 0.0432 ()59
Bijapur 20.80 0.189** 0.0750 .38
Dharward 22.88 0.206%* 0.0787 0.40%*
Uttara Kannada 23.99 0.215%%x* 0.0515 0.63%%%
Chikmagalur 14.45 0.135%* 0.0701 0.27*
Dakshina Kannada 15.26 0.142 0.0170 0.87
Hassan 14.34 0.134 0.0791 0.22
Kodagu 17.59 0.162%%x* 0.0268 ()78
Mandya 6.50 0.063 0.0604 0.09
Mysore 10.08 0.096 0.0636 0.18
Bellary 7.03 0.068 0.0430 0.20
Bidar 20.80 0.189%*x* 0.0506 ()58
Gulbarga 15.14 0.141 0.0985 0.16
Raichur 5.87 0.057 0.0830 0.04
Karnataka State 16.18 0.150%** 0.0385 0.60%**

CGR

sk

Compound growth rates
Significant at 1% level
Significant at 5% level
Significant at 10% level
Standard error of mean

{1 | A 1}

SE.



(vii)

Appendix-VII:District-wise compound growth rate of loans recovered by PACS
Karnataka, for the period 1986/87 to 1997/98

District CGR b value S.E. S
Bangalore urban 6.61 0.064 0.0557 0.1
Bangalore rural 14.11 0.132% 0.0644 0.297
Chitradurga -5.92 -0.061 0.1286 0.022
Kolar 15.84 0.147%* 0.0557 0.41%*
Shimoga 16.07 0.149* 0.0686 0.32%
Tumkur 11.18 0.106* 0.0477 0.33%
Belgaum 18.06 0.166%** 0.0374 0.66%#*
Bijapur 17.70 0.163%*x* 0.0495 (.52
Dharward 20.08 0.183** 0.0694 0.40**
Uttara Kannada 24.86 0.222%** 0.0431 (0.7 27
Chikmagalur 15.26 0.142%%* 0.0394 (0.56%#%
Dakshina Kannada 15.37 0.143 0.0154 .89
Hassan 15.72 0.146%* 0.0550 0417
Kodagu 18.41 0.169%**x* 0.0214 (.86 %
Mandya 0.10 0.001 0.0269 0.0002
Mysore 9.97 0.095* 0.0468 0.29*
Bellary 10.19 0.097* 0.0442 0.32%
Bidar 16.65 0.154%** 0.0558 0.43%*
Gulbarga 16.07 0.149 0.0907 0.21
Raichur 4.60 0.045 0.0534 0.06
Karnataka State 15.37 0.143** 0.0309 0.68%**

CGR

shosiesk

SEE.

Compound growth rates
Significant at 1% level
Significant at 5% level
Significant at 10% level
Standard error of mean



(viii)

Appendix-VIII:Disctrict-wise compound growth rate of loans outstanding by PACS
in Karnataka for the period 1986/87 to 1997/98

District CGR b value S.E. R’
Bangalore urban -0.79 -0.008 0.0095 0.08
Bangalore rural 8.22 0.079**x* 0.0204 0.60*7*
Chitradurga -8.06 -0.084 0.1057 0.06
Kolar 3.46 0.034* 0.0172 0.28%*
Shimoga 5.76 0.056* 0.0283 0.28%
Tumkur 4.60 0.045% 0.0231 0.28%
Belgaum 12.30 0.116%** 0.0231 0.7 | #
Bijapur 5.76 0.056* 0.0276 0.29*
Dharward 5.02 0.049 0.0308 0.20
Uttara Kannada 11.96 0.1 13%%% 0.0210 (). 7454
Chikmagalur 0.07 0.0007 0.0616 0.00001
Dakshina Kannada 14.00 0.131 0.0101 0.94
Hassan 1.51 0.015 0.0361 0.018
Kodagu 2.84 0.028 0.0329 0.06
Mandya 4.08 0.040 0.068 0.18
Mysore -8.24 -0.086%** 0.0329 ().
Be'lary 4.08 0.040* 0.0197 0.29%
Bidar 16.07 0. 149%%*%* 0.0214 (). 824
Gulbarga 6.18 0.069*** 0.0178 ().53%%*
Raichur 2.22 0.022 0.0255 .07
Karnataka State 7.57 0.073%%*x* 0.0181 0.62%*
CGR Compound growth rates
K Significant at 1% level
kK

Kk

S.E.

o i n

Significant at 5% level
Significant at 10% level
Standard error of mean



(ix)

Appendix-I1X:District-wise compound growth rate of loans overdues of PACS in
Karnataka for the period 1986/87 to 1997/98

District CGR b value S.E. R”
Bangalore urban -4.49 -0.046 0.0269 0.23
Bangalore rural 2.02 0.020 0.0301 0.04
Chitradurga -8.61 -0.090 0.1063 0.06
Kolar 1.81 0.018 0.0243 0.057
Shimoga 10.30 0.098** 0.0421 0.35%*
Tumkur 7.36 0.071* 0.0340 0.30*
Belgaum -2.37 -0.024 0.0638 0.01
Bijapur 1.01 0.010 0.0311 0.01
Dharward 4.50 0.044 0.0331 0.15
Uttara Kannada 4.39 0.043 0.0452 0.08
Chikmagalur 3.35 0.033 0.0643 0.02
Dakshina Kannada 6.29 0.061* 0.0331 0.25%
Hassan 4.18 0.041 0.0602 0.04
Kodagu -7.50 -0.078* 0.0405 0.27%
Mandya 4.50 0.044 0.0289 0.18
Mysore -5.54 -0.057** 0.0224 0.40%*
Bellary 4.60 0.045 0.0473 0.08
Bidar 9.31 0.089 0.0621 0.17
Gulbarga 12.41 0.117* 0.0558 0.30*
Raichur -0.60 -0.006 0.0382 0.002
Karnataka State 3.15 0.031 0.0308 0.09

CGR

sk

SE.

Compound growth rates
Significant at [ % level
Significant at 5% level
Significant at 10% level
Standard error of mean



