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NABARD AT A GLANCE

(Rs. crore)

                    Sources of Funds              Uses of Funds
                                          As at end- March Net                                      As at end- March          Net
                                         2004          2005    accretion                                         2004     2005 utilisation

Capital 2,000 2,000 - Cash and Bank Balance 2,900 5,478 2,578

Reserves and Surplus 5,291 6,199 908 Investments in

a)   GoI Securities 2,271 4,755 2,484

NRC ( LTO ) Fund 13,070 13,152 82 b)   ADFC Equity     16 16 -

c)   AFC Equity       1 1 -

NRC (Stabilisation) Fund  1,500 1,511 11 d)   SIDBI Equity     30 48 18

e)   AICI Ltd.     60 60 -

f)   NCDEX Ltd.       4 4 -

g)   Nabcons       5 5 -

Deposits       62 56 -6 h)   Mutual Funds and others     25 248 223

Bonds and Debentures 11,883 17,204 5,321 Loans & Advances

a)   Production and
Borrowings from GoI     563 404 -159      Marketing Credit 5,598 8,307 2,709

b)   Conversion of Production
      Credit into MT Loans   633 365 -268

Borrowings from RBI (GLC) 4,194 3,927 -267

c)   Liquidity Support     - 808 808

Corporate Borrowings  2,500 4,300 1,800 d)  MT Investment  Credit       5 3 -2

e)   Other Investment Credit

Foreign Currency Loan     297 297 - i)   MT & LT
     Project Loans 28,079 27,942 -137

RIDF Deposits 12,089 9,169 -2,920 ii)   LT Non-project Loans 460 406 -54

e)   Other Loans      11 11 -

Other Liabilities  1,641 1,616 -25 f)    Loans out of RIDF 14,004 10,513 -3,491

Fixed Assets    245 235 -10

Other Funds     799 944 145 Other Assets 1,542 1,574 32

Total 55,889 60,779 4,890 Total 55,889 60,779 4,890
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 Highlights

The recovery process of the global economy that began

during 2002-03 continued during 2004-05 despite a

slight decrease in its momentum. This can be attributed

to the consistent high prices of oi l  and result ing

inflationary pressure that affected both the world and

the Indian economies during the year.

Indian Economy

2. The performance of the Indian economy slowed

down during 2004-05, with an estimated GDP growth of

6.9 per cent as against 8.5 per cent during 2003-04, on

account of significant decline in growth of GDP from

agriculture sector to 1.1 per cent. This was due to delayed

and erratic monsoon in 2004. The growth of services

sector declined marginally from 8.9 per cent during 2003-04

to 8.6 per cent during 2004-05, while the industry sector

maintained the momentum with GDP growth accelerating

from 6.5  to 8.3 per cent during the same period.

3. The country received a total rainfall of 78.1 cm

during the South-West monsoon in 2004 (13% less than

normal rainfall) compared to 92.2 cm in 2003. As 43 per

cent of the districts and 38 per cent of the gross cropped

area received deficient rainfall in 2004, there was decline

in the area sown under most of the crops. The foodgrains

production also declined to 210.4 million tonnes from

213.4 million tonnes during the previous year, mainly on

account of shortfall in production of cereals (rice, bajra,

maize) and pulses.

4. The share of agriculture and allied activities in total

GDP (at 1993-94 prices) declined from 21.7 per cent

(2003-04) to 20.5 per cent (2004-05), while that of

services and industry sectors increased from 56.7 and 21.6

per cent to 57.6 and 21.9 per cent, respectively. As a

percentage to GDP at factor cost, the gross domestic

savings improved from 26.1 during 2002-03 to 28.1

during 2003-04 and investments from 24.8 to 26.3 per

cent during the same period, mainly due to improvement

in private sector investments.

5. The agricultural credit provided by co-operative

banks, commercial banks and RRBs increased by 25 per

cent and reached Rs.86,981 crore during 2003-04,

compared to Rs.69,560 crore during 2002-03. It is

estimated that the ground level credit flow to agriculture

and allied activities would have reached Rs.1,15,242.81

crore during 2004-05, which is 32.5 per cent more than

that in the previous year as also more than the targeted

growth of 30 per cent for 2004-05.

6. There has been an increase in both the outreach

and flow of credit to the agriculture sector over the years,

as also the share of agricultural credit in agriculture GDP

from 10.3 per cent during 1993-94 to 16.7 per cent

during 2002-03. However, some problems continued to

affect the flow of credit to the agriculture sector. The C-D

ratio of rural bank branches declined from 49 per cent

(1995) to 43.7 per cent (2004). The proportion of

medium/long term loans in direct finance to agriculture

and allied activities has also declined over the period.

Similarly, there have been wide disparities in the flow

of credit across regions. With a view to examining the

nature and magnitude of the problem and evolve a

strategy for increasing investment in agriculture,

Ministry of Finance, GoI, in November 2004 and RBI

in January 2005, set up an 'Expert Group on Credit-

Deposit Ratio' and an 'Expert Group on Investment

Credit to Agriculture', respectively, both under the

Chai r mansh ip  o f  Shr i  Y.S .P.  Thora t ,  Managing

Director, NABARD.

7.   The gross capital formation (GCF) in agriculture

(at 1993-94 prices) fluctuated between Rs.14,895 crore

and Rs.20,510 crore during the period 1994-95 to

2003-04. While the ratio of GCF in agriculture to GDP

from agriculture sector improved from 5.2 per cent

(1994-95) to 5.8 per cent (2003-04), the investments in

agriculture to total GDP declined from 1.6 to 1.3 per cent

during the same period.

Rural Economic Environment and Policy Issues
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8. The terms of trade in agriculture improved from

88.7 during 1981-82 (triennium ending) to 105.6 during

1991-92. However, it fluctuated between 100.9 (2000-01)

and 105.6 (1997-98),  and was at  102.5 dur ing

2003-04. Improvement in terms of trade in the eighties

was on account of higher prices realised for certain

crops like cotton, groundnut, coarse cereals, pulses,

meat and its products, etc., and increase of lower order

in the prices paid by the agriculture sector for items of

final consumption.

9. India maintained its position as the largest

producer of milk with production reaching 91 million

tonnes during 2004-05. The value of output from the

livestock sector accounted for 5.4 per cent of total GDP

during 2002-03. Milk and eggs production increased at

an annual growth rate of 3.3 and 6 per cent, respectively,

during the period 1997-2005. Fishery sector accounted

for 1.1 per cent of the total GDP and 5.4 per cent of

GDP from agriculture sector during 2003-04. Fish

production reached a level of 6.4 million tonnes during

2003-04, and earnings from fishery export accounted

for 24 per cent of the exports from agriculture sector.

10. During 2003-04, the small scale industry (SSI)

sector registered a growth of 11.5 and 4.4 per cent in

terms of  value of  product ion and employment

generation, respectively. The GoI initiated various

measures during the year to encourage the development

of SSI sector.

11. The share of agri-exports in total exports of the

country decreased from 11.8 per cent during 2003-04 to

10 per cent during 2004-05. However, the growth rate of

agri-exports increased from 8.5 to 9.1 per cent during

the same period. The share of food and its related products

in total imports declined from 4.5 per cent during 2003-04

to 3.2 per cent during 2004-05.

12. NABARD continued to focus on watershed

development, integrated development of backward areas,

supporting the setting-up of agri-clinics and agri-business

centres, promotion of Agri-Expor t Zones (AEZs),

cult ivation of medicinal crops, contract farming,

developing non-farm activities, improving the outreach

of the rural credit delivery system through Micro-Finance

init iatives, suppor ting research and development

activities and training of rural banking personnel.

Farm Sector

13. During the year, 78 watershed projects involving a

grant assistance of Rs.3.91 crore were sanctioned under

the capacity building phase, raising the cumulative

number of projects and grant assistance sanctioned to 352

and Rs.17.03 crore, respectively. An amount of Rs.7.33

crore was disbursed under the programme during the year.

So far, an amount of Rs.18.80 crore has been released to

the implementing agencies including loans to state

governments. Also 64 projects have entered the full

implementation phase during the year taking the total to

101. Further, the Planning Commission has entrusted

NABARD with the responsibility of implementing a project

on paricipatory watershed development in eight districts

of south Bihar for  development of 80,000 ha. in

associaton with NGOs, SHGs, watershed committees, etc.

14. The review of the pilot project for integrated

development (PPID) of backward blocks launched in

10 such blocks in five states in July 2003, revealed that

PPID as a concept  and development model  for

backward blocks has made a mark at the grassroot level

and has attracted the attention of policy planners.

Progress in respect of poverty alleviation initiatives,

entrepreneurship development and employment

generation, watershed development, replication of wadi

(small orchard) programme, infrastructure development,

etc., has been achieved in these blocks. In view of the

good performance of PPID, as an effective tool to

accelerate the development process, it is being extended

to 40 more blocks covering five more states.

15. In an effor t  to harness information and

communication technology to empower and elevate the

economic status of Indian farmers, 5,200 e-Choupals,

managed by leading farmers in the vil lage called

'Sanchalakas', have been set-up by ITC Ltd., covering

Development Initiatives
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20,000 villages in six states. NABARD has supported a

project ' Diagnostics for e-Choupals' by ITC Ltd. in

Madhya Pradesh and sanctioned grant assistance of Rs.9

lakh. The project aims at developing an IT-based practical

handbook and diagnostic tools for production and

protection of major crops. NABARD has also provided

Revolving Fund Assistance (RFA) to 20 identified

'Sanchalaks' of e-Choupals to enable them to stock inputs

for soyabean crop in coordination with ITC-IBD to create

a demonstrative effect to convince bankers that financing

of 'Sanchalaks' is a bankable proposition.

16. With a view to promoting agri-exports, NABARD

extended refinance facilities at soft interest rates to all

client institutions and for all activities covered under AEZs.

In order to give a fillip to the implementation of the

programme, NABARD has taken initiatives, such as

preparation of banking plans, bringing out publications

for the benefit of stakeholders, and financial interventions

like developing loan products, etc. This has resulted in

refinance disbursement of Rs.437 crore under AEZs during

2004-05 (Rs.343 crore during 2003-04).

17. In consonance with the action plan prepared by

the 'National Mission on Bamboo Technology and Trade

Development', NABARD has accorded special status to

the bamboo sector. To streamline operational and policy

issues, the Bank has constituted a 'Bamboo Cell' at its

HO and prepared a document highlighting interventions

to be undertaken in the areas of policy and promotion,

financial assistance, capacity building and networking

coordination.

18. A National Consultative Meet on Medicinal,

Aromatic and Herbal crops was organised by the Bank

involving 160 stakeholders in an effort to promote

cultivation of such crops. Programmes were organised to

sensitise banks, NGOs and farmers about cultivation of

Medicinal and Aromatic Crops (MACs), and unit cost/scale

of finance for such crops was fixed. To ensure a stable

market and remunerative prices for MACs grown by

farmers, NABARD also initiated dialogues with various

corporate houses during the year.

19. To deliberate on the critical issues confronting the

farming community and develop an action plan, NABARD

organised Farmers' Meets facilitated by experts from NGOs

in selected districts of seven states during the year. The

issues which emerged from such meets were further

deliberated at a National Consultative Meet by all

stakeholders. State Chief Ministers, CMDs of banks and

private corporate houses were requested to take suitable

initiatives on the action points that emerged during the

meet to mitigate hardship caused to farmers.

20. With increasing involvement of the private sector

in agriculture, NABARD invited select corporate houses

to explore the possibilities of collaborating with them in

specific programmes like agri-clinics and agri-business

centres, contract farming, farmers' clubs, etc., and to

involve them in the implementation of such programmes

for the benefit of farmers.

21. To strengthen such initiatives and as part of its

efforts to collaborate with Public Sector Enterprises to

implement their Corporate Social Responsibi l i ty

programmes, the Corporate Relations Cell (CRC),

NABARD entered into negotiations with BHEL, Coal India

Ltd. and Kudremukh Ore Ltd. Efforts are also underway

for synergising the Kisan Credit Card and agri-clinics and

agri-business centre schemes with HPCL's Hamara (our)

Pump scheme. Further, a proposal under Providing Urban

Amenities in Rural Areas (PURA) model, was formalised

for implementation in two states.

22. NABARD has become a partner and is participating

in the management and equity of major national level

commodity exchanges, so as to further strengthen the

marketing infrastructure in the country. Accordingly,

NABARD has contributed Rs.4.50 crore and Rs.1.25 crore

to the equity of National Commodities and Derivatives

Exchange (NCDEX) and Multi Commodity Exchange

(MCX), respectively.

23. NABARD has devised a special scheme, 'Capacity

building for Adoption of Technology' (CAT) to sensitise,

preferably small and marginal farmers and tribals, to

enable them to adopt proven technologies for agriculture

developed by research institutes, corporate houses, NGOs,

progressive farmers/entrepreneurs, etc. During the year,

exposure programmes for 1,188 farmers were conducted

on tissue culture, vermiculture, organic farming, poly
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house technology,  commercia l  dairy,  etc . ,  in

collaboration with research institutes, KVKs, NGOs and

Agriculture Universities.

24. With a view to replicating the 'wadi' approach

adopted under Adivasi Development Programme in

Gujarat and Maharashtra and spreading the message of

‘wadi’ through various agencies in other tribal dominated

areas of the country, NABARD has created a Tribal

Development Fund (TDF) with an initial contribution of

Rs.50 crore.  The projects  under TDF would be

implemented through NGOs. Financial support would

be provided out of TDF to enable tribal families to

establish wadi and other sustainable micro-enterprises.

25. Ministry of Rural Development (MoRD), GoI, has

sanctioned two projects for setting-up of 100 Cattle

Development Centres (CDCs), each in Bihar and Uttar

Pradesh, to be implemented through BAIF, Pune with

financial support of Rs.26.52 crore for a period of five

years. NABARD has been designated as 'facilitator' of

the project for providing guidance, channelising funds

and monitoring. During the year, 73 and 93 CDCs in

Bihar and Uttar Pradesh, respectively, have started

functioning.

26. NABARD has developed a special refinance

package for contract farming arrangements (within and

outside AEZs) aimed at promoting increased production

of commercial crops and creation of marketing avenues

for the farmers. During 2004-05, refinance of Rs.774

crore was disbursed for contract farming.

27. In order to extend financial support for promoting

various innovative initiatives being taken up in the field

of agriculture and related areas by NGOs, KVKs, research

institutes, Agriculture Universities, individuals, etc.,

NABARD created a Farm Innovation and Promotion

Fund with an initial corpus of Rs.5 crore. The Fund

envisages suppor t ing ini t ia t ives to br ing about

innovations in farm technology, develop new concepts

in agriculture and prototypes, undertake market survey

for potential assessment of new activities, acquire/obtain

patents  for  innovat ive technology,  disseminate

information relating to new products, etc.

Non-Farm Sector

28. Under the Rural Promotion Corpus Fund (RPCF),

which aims at promoting investments in the rural non-

farm sector (RNFS), an amount of Rs.9.99 crore was

disbursed to NGOs/promotional agencies during the year,

taking the cumulative disbursement of grant assistance

to Rs.61.58 crore.

29. The District Rural Industries Project (DRIP) being

implemented in 80 districts covering 20 states is now being

reinvigorated in those districts to maximise benefits and

necessary thrust is being bestowed by facilitating various

promotional interventions. So far, 6.53 lakh units (March

2004) have been set-up, generating employment

opportunities to 13.60 lakh persons and the aggregate

ground level credit flow has reached Rs.6,049.92 crore in

63 districts. As a part of DRIP strategy, it has been decided

to adopt one Gram Panchayat from each DRIP district

for intensive development by implementing all existing

promotional interventions and to focus on marketing

related activities.

30. Under the National Programme for Rural

Industrialisation (NPRI), the Bank has launched promotional

programmes of cluster development in 56 clusters. During

the year, grant assistance of Rs.16.33 lakh was released to

NGOs/nodal agencies for supporting various interventions

in these clusters. Also, 666 REDPs were supported by

NABARD during the year, covering 13,382 educated

unemployed rural youths, involving grant assistance of

Rs.4.36 crore. Since inception of the programme in 1990,

6,247 REDPs involving grant support of Rs.27.02 crore have

been conducted covering 1.70 lakh rural youths enabling

56,758 persons to establish enterprises in rural areas.

NABARD, on a pilot basis, sanctioned grant assistance of

Rs.4.80 lakh during the year to Assam Regimental Centre,

Shillong for conducting four REDPs so as to enable ex-

servicemen take up a second career after retirement.

31. The Bank continued its efforts to promote the

handloom sector through its scheme 'Skill Upgradation

and Design Development for Handloom Weavers'

(SUDHA), by assisting members of Primary Weavers' Co-

operative Societies, NGOs, etc. So far, grant assistance

of Rs.10.71 lakh has been sanctioned under the scheme.
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32. NABARD continued to suppor t gender

development programmes through its various schemes like

Assistance to Rural Women in Non-Farm Development

(ARWIND), Marketing of Non-Farm Products of Rural

Women (MAHIMA) and Development of Women Through

Area (DEWTA). Grant assistance of Rs.3.03 lakh and

Rs.2.93 lakh has been sanctioned under ARWIND and

MAHIMA schemes, for five and six projects respectively,

during the year. NABARD sanctioned Rs.31.98 lakh to

three RRBs under DEWTA  for training, skill upgradation

and capacity building of 3,271 women over a period of

three years. During the year, NABARD extended grant

support of Rs.17.90 lakh to co-operative banks and RRBs

for setting-up of Women Development Cells (WDCs).

Micro-Finance

33. The SHG-bank linkage programme has started

making inroads into resource poor regions of the country

as well. During the year, 5,39,385 SHGs were credit linked

to banks thus achieving growth of 49 per cent over the

previous year. The active participation of women (90%)

and timely repayment (95%) continued to be the

prominent features of the programme. The year also

witnessed the all-round growth of the programme in many

states. The programme through linking of 16.18 lakh

SHGs enabled an estimated 242.5 lakh poor households

in the country gain access to Micro-Finance from the

formal banking system as on 31 March 2005.

34. Under NABARD's capacity building programmes

for its partner institutions, 2.57 lakh participants were

trained and field visits to SHGs for 8,204 bank officials

were arranged during the year. Bank also extended

support for arranging and conducting 2,481 awareness

creation and capacity building programmes for 2.08 lakh

SHG members in association with identified resource

NGOs. A grant assistance of Rs.597.48 lakh was

sanctioned to promote 43,359 SHGs to 26 co-operative

banks, 12 RRBs, 317 NGOs and 10 IRVs during the year,

taking the cumulative sanction to Rs.2,534.34 crore for

promotion of 2.11 lakh groups as on 31 March 2005.

35. NABARD provides RFA to select NGOs for

undertaking financial intermediation. RFA is now

extended to Micro-Finance Institutions (MFIs) for on

lending to either SHGs or smaller groups or individuals.

So far, RFA of Rs.27.32 crore has been sanctioned to 32

agencies and Rs.17.80 crore has been released.

36. Continuing with its efforts to innovate and sustain

this programme, the Bank, during the year introduced a

few more pilot projects, viz., Micro-Enterprise Promotion

by SHGs, Project on 'e-Grama', financing Joint Liability

Groups and Rythu Mithra Groups, etc., apart from

continuation of earlier pilot projects, viz., 'Involvement of

Rural Volunteers as Book Writers' to establish a sound

Management Information System (MIS) between SHGs and

banks, training of skilled rural youths as Computer Munshis,

setting-up of grain banks in Kalahandi district of Orissa

(project extended in Chhattisgarh) and use of information

technology (IT) in the form of processor cards for monitoring

and servicing a large number of SHG accounts.

37. NABARD's emphasis on scaling-up the SHG-bank

linkage programme in 13 priority states that account for

70 per cent of the country's rural poor has resulted in two

and a half fold increase in the number of SHGs credit

linked during the period 2003-05. A significant increase

was witnessed in the economically backward states like

Assam, Bihar and Orissa. As a result, the share of states

other than the southern states increased from 28 per cent

as on 31 March 2002 to 41 per cent as on 31 March 2005.

38. A consultation meet with 35 NGOs drawn from

across the country was organised to further strengthen

and deepen the partnership with NABARD and also

assess the possibilities of leveraging the support of well

established NGOs to function in new geographical

areas  and in  deve lopmenta l  arenas  l ike  micro-

enterprises, community participation in watershed

development, entrepreneurship and skill development

of primary clients, technology transfer to agrarian

communities, etc.

39. The United Nations has designated the Year

2005 as the 'International Year of Micro-Credit'. It has

invited Governments, Non-Governmental Institutions

and the private sector to help capacity building in MF

and enhance awareness on the subject. In India, the

event was launched on 18 November 2004 at the

Bombay Stock Exchange, Mumbai and was supported

by NABARD, Citigroup and Planet Finance.
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40. An amount of Rs.6.39 crore from Micro-Finance

Development Fund (MFDF) was utilised during the year

towards up-scaling of SHG-bank linkage programme. GoI

has decided to redesignate the existing MFDF as Micro-

Finance Development and Equity Fund (MFDEF) and

enhance the corpus to Rs.200 crore. NABARD's

collaboration with external agencies like SDC and GTZ

for suppor ting and strengthening the programme

continued during the year. A sum of Rs.41.51 lakh was

utilised for MF innovations from Credit and Financial

Services Fund (CFSF).

Research & Development Activities

41. During the year, an amount of Rs.578 lakh was

disbursed from the R & D Fund as grant assistance for

training activities (Rs.510 lakh), research projects/studies

(Rs.31 lakh) and other activities like conduct of seminars,

preparation of occasional papers, etc., (Rs.37 lakh). Five

research projects/studies involving grant assistance of

Rs.37.94 lakh were sanctioned and seven projects/studies

sanctioned earlier were completed during the year.

42. Grant assistance of Rs.28.33 lakh was sanctioned

during the year to various universities and research

institutes for conducting 59 conferences, seminars and

workshops and seven Occasional Papers were published

in order to generate and disseminate information on policy

issues in the areas of agricultural credit and rural

development.

Other Development Initiatives

43. During the year, NABARD conducted 450 training

programmes through its own training establishments

which benefited 11,813 personnel of Primary Lending

Institutions (PLIs) and Rural Financial Institutions (RFIs)

and also supplemented the efforts of other training

institutions in this area by providing technical and

financial support. Grant assistance of Rs.20.15 lakh was

provided to IIBM, Guwahati and MDMI, Shillong to

enable them to cater to the training needs of financial

institutions in the NER. NABARD also continued its

contribution towards subsidising the participation fees

of personnel of client institutions. Financial support of

Rs.394 lakh was extended for conducting 1,293

programmes covering 23,647 participants out of CDF

to JLTCs and ACSTIs during the year.

44. NABARD through its refinance support continued

to supplement the resources of co-operative banks,

commercial banks and RRBs for enhancing credit flow to

the agriculture and rural sector. During the year, the Bank

was also entrusted with the responsibility of overseeing

the implementation and monitoring of GoI's programme

of doubling the flow of credit to agriculture over a period

of three years effective from 2004-05. The total financial

support extended by NABARD in the form of loans and

grants during 2003-04 and 2004-05 was Rs.21,935 crore

and Rs.27,102 crore, respectively.

Agricultural Credit

45. The total ground level credit (GLC) flow for

agriculture and al l ied activit ies was estimated at

Rs.86,981 crore during 2003-04, registering a 25 per

cent growth over the previous year. The disbursement

of short-term production credit (crop loans) increased

at an annual compound growth rate of 17 per cent, while

that of investment credit (term loans) increased at 15

per cent during the period 1999-2000 to 2003-04. Under

investment credi t  some of  the sectors  l ike land

development,  hi - tech agr icul ture,  f i sher ies,  and

plantation and horticulture witnessed growth, while for

other sectors ,  viz. ,  minor i r r igat ion and farm

mechanisation, credit flow remained stagnant. During

the same period, the GLC flow from co-operative banks,

RRBs and commercial banks increased by 9.5, 23.4 and

20.4 per cent p.a., respectively. The share of commercial

banks increased from 53 to 60 per cent, that of RRBs

increased marginally (7 to 9%), while that of co-operative

banks declined from 40 to 31 per cent.

46. To ensure availability of adequate credit to farmers,

GoI announced in June 2004 a credit package envisaging

30 per cent growth in credit flow to agriculture during

2004-05 and doubling it over a period of 3 years. To

Business Operations



7

7 CMYK

CMYK

related to the restrictions imposed on issuance of KCCs

by some banks, sanction of lower credit limits and low

awareness level regarding the provision of the personal

accident insurance scheme (PAIS), etc., need to be

further fine-tuned.

50. Studies conducted by NABARD also revealed

positive features like simplification of documentation

procedure for drawal of funds leading to reduction in

workload of bank branches, reduction in transaction costs,

better recoveries, coverage of defaulter borrowers under

the scheme, flexibility in operations for farmers, lesser

dependence on money lenders, etc. However, fixation of

lower limits, inadequate scale of finance, treating KCC as

a term loan facility rather than as a cash credit facility,

charging higher premia from borrowers under PAIS, etc.,

were some of the areas of concern as observed during

the studies.

Production Credit

51. The ST credit limits sanctioned during 2004-05

(July-March) for SCBs and RRBs aggregated Rs.8,217.03

crore and Rs.1,968.04 crore, an increase of 12 and 46

per cent, respectively, over the same period of the previous

year. The maximum outstanding level reached was 87

and 71 per cent, in the case of SCBs and RRBs,

respectively. A new line of credit for financing ST

agriculture/allied and marketing activities to co-operative

banks introduced during 2003-04, to provide liquidity to

these banks and enable them to effectively leverage their

high cost funds to boost credit flow, continued during the

year. Credit limits aggregating Rs.375.82 crore were

sanctioned to four SCBs, which were utilised to the extent

of Rs.180.55 crore.

52. During the year, ST credit limits aggregating

Rs.349.89 crore were sanctioned to seven SCBs for

financing production/procurement and marketing

activities of Weavers' Co-operative Societies, the

maximum outstanding reached against which was

Rs.163.14 crore. A credit limit of Rs.13.28 crore was

sanctioned to SCBs for financing industrial co-operatives

and individual rural artisans. The aggregate sanction of

credit limits for ST (OSAO) purposes to RRBs was

Rs.216.83 crore.

ensure smooth implementation of the programme,

NABARD initiated various measures, viz., consultation

meets with chief executives of financing banks, advising

steps to be init iated by SLBC, banks and state

governments, preparation of model bankable projects for

dissemination among the banks, etc.

47. The progress in the implementation of the credit

package reveals that the total disbursement has reached

Rs.1,15,242.81 crore during 2004-05, achieving a

growth of 32.5 per cent over the previous year.

Commercial banks, co-operative banks and RRBs have

disbursed Rs.72,886.26 crore, Rs.30,638.38 crore and

Rs.11,718.17 crore, thus achieving 128, 79 and 138 per

cent, respectively, of the targets set for them. By end-

March 2005, 79 lakh new farmers were brought under

the institutional fold and 777 agri-clinics were financed.

Banks provided debt relief to the extent of Rs.8,807.48

crore and Rs.2,146.13 crore to farmers in distress and

in arrears, respectively, and Rs.756.83 crore to small and

marginal farmers under OTS scheme. Commercial banks

extended loans of Rs.57 crore to 16,758 farmers

indebted to informal sources to enable them to redeem

their past debts.

48. The Kisan Credit Card (KCC) scheme introduced

in August 1998 has helped to augment the flow of short-

ter m (ST)  crop loans for  Seasonal  Agr icu l tura l

Operations.  During the year, co-operatives bank, RRBs

and commercial banks issued 35.56 lakh, 17.29 lakh

and 43.96 lakh cards, respectively. Of the total 510.80

lakh cards issued so far, co-operative banks accounted

for the largest share (54%), followed by commercial

banks (35%) and RRBs (11%).

49. A study by National Council of Applied Economic

Research, New Delhi revealed that implementation of

the scheme resulted in an increase in the flow of credit

to the agriculture sector, a substantial reduction in

borrowing from the informal sector for ST credit needs,

a significant saving in time spent on availing ST

agricultural loans and an overall reduction in cost of

credit delivery. The scheme had a positive impact on

cost of borrowings with a reduction in interest cost in

both the formal and informal sectors. Certain areas
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53. In order to enable co-operative banks and RRBs

to tide over liquidity gap, NABARD extended liquidity

support scheme to SCBs (on behalf of DCCBs) and RRBs

for a fixed period of 36 and 18 months, at an interest

rate of 5 and 6.5 per cent, respectively. Sanctions to

SCBs and RRBs during 2004-05 amounted to

Rs.1,914.24 crore and Rs.158.78 crore, against which

an amount of Rs.790.03 crore and Rs.18.08 crore was

disbursed, respectively, during the year.

54. During 2004-05, long-term loans aggregating

Rs.32.98 crore were sanctioned to six state governments

for contribution to the share capital of co-operative credit

institutions. Thirty-six monitoring studies under the Credit

Monitoring Arrangement were taken up during 2004-05,

with a view to examining various aspects relating to high

value advances made by co-operatives.

Investment Credit

55. With a view to supporting commercial banks and

RRBs in provision of relief to persons affected by tsunami

in the coastal districts of Andhra Pradesh, Kerala, Tamil

Nadu and Union Territories of Andaman & Nicobar

Is lands and Pondicher ry, NABARD has al lowed:

(i) corresponding reschedulement in respect of existing

term loans rescheduled by banks, already covered under

refinance, (ii) refinance against fresh loans provided by

banks in cases of total/partial loss of assets, (iii) refinance

support for higher quantum of loans to members of SHGs

which had suffered loss due to the calamity, (iv) refinance

support against loans granted for construction of new

houses as well as repairs/reconstruction and (v) refinance

against loans granted under the 'Rajiv Gandhi

Rehabilitation Package for Tsunami Areas'.

56. In order to enable SCBs, SCARDBs, RRBs and

commercial banks to reduce their cost of funds for

f inancing agricultural term loans, a scheme for

prepayment of high cost refinance availed by these banks

earlier and availing equivalent amount of refinance was

introduced by NABARD during 2004-05. SCARDBs, weak

RRBs and SCBs were given the option to reset the interest

rate at 8 per cent p.a. on entire amount of refinance

outstanding to NABARD subject to compliance with

certain specific parameters. So far, 20 commercial banks,

158 RRBs, 18 SCBs and 3 SCARDBs prepaid refinance

to the tune of Rs.3,693 crore and 3 SCARDBs, 1 SCB

and 3 RRBs  opted for resetting of interest rate.

57. During 2004-05, refinance disbursement of

investment credit for commercial banks, SCBs, SCARDBs,

RRBs and other eligible financial institutions aggregated

Rs.8,577.46 crore as against Rs.7,605.29 crore during the

previous year, showing an increase of 13 per cent. The

share of SCARDBs and SCBs in refinance for schematic

lending declined to 32 per cent (38% during 2002-03),

and 14 per cent (24% during 2002-03), respectively,

reflecting declining absorptive capacity of these banks,

while that of commercial banks increased to 30 per cent

(17% during 2002-03) during the year.

58. The flow of refinance varied widely across the states

and regions. Three states, viz., Uttar Pradesh (Rs.1,473.57

crore), Punjab (Rs.1,041.82 crore) and Andhra Pradesh

(Rs.894.93 crore) together accounted for 40 per cent, while

southern and northern regions together accounted for 52

per cent of the refinance disbursed during the year. Non-

farm sector (including rural housing) had the highest share

(30%), followed by animal husbandry (13%), farm

mechanisation (12%) and minor ir rigation/land

development and SHGs (11% each). During the year, the

refinance disbursed for SGSY increased by 111 per cent

and for SHGs by 37 per cent over the previous year.

59. The Swarozgar Credit Card scheme was introduced

by NABARD in 2003 to take care of investment and

working capital requirements of small borrowers. By end-

March 2005, 161 RRBs, 35 commercial banks and 71 co-

operative banks had introduced the scheme and issued

1.79 lakh cards involving credit limits of Rs.532.53 crore.

60. The average size of loan to SHGs increased by

49 per cent from Rs.28,560 (31 March 2003) to

Rs.42,620 (31 March 2005), exhibiting a process of credit

deepening and improved access to credit. Bank loans

disbursed to SHGs dur ing the year aggregated

Rs.2,994.26 crore as compared to Rs.1,855.53 crore

disbursed during the previous year. NABARD provided

refinance aggregating Rs.967.76 crore during 2004-05

for supporting 2,13,845 SHGs.
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61. Three projects involving total financial outlay of

Rs.26.50 crore and loan component of Rs.19.13 crore

for co-financing with commercial banks were sanctioned

during the year, NABARD's share being Rs.9.57 crore.

There are six on-going projects relating to organic farming,

bio-fuel production, milk processing, embryo transfer

technology, etc.

62. During the year, 3,218 units were financed

involving bank loan of Rs.59.60 crore and refinance of

Rs.49.98 crore under a scheme for financing purchase

of land by small/marginal farmers to enable them to

develop and cultivate agricultural/fallow/wastelands.

During the year, 782 agri-clinics and agri-business

centres were established and bank loan of Rs.2,399.57

lakh disbursed. So far, 1,656 agripreneurs out of 7,145

trained agriculture/veterinary graduates have set up such

units in different parts of the country. Maximum number

of units have been established in Andhra Pradesh, Bihar,

Gujarat, Madhya Pradesh, Maharashtra, Rajasthan and

Uttar Pradesh.

63. During the year, interest rates on refinance were

revised and the present interest rates range from 6 to 6.75

per cent, depending on the loan size, activity and region.

64. NABARD conducted 40 investment-specific and

17 scheme-specific studies during the year. Some of the

positive features observed include, group financing by

banks for tractors and fish farming in community ponds,

as also improved cropping intensity and income per unit

of area under the homestead farming schemes. The Bank

also initiated commodity specific studies on grapes,

potato and cotton to examine their supply chain,

production and marketing aspects. Apart from these,

eight ex-post evaluation studies covering various

investments/activities, viz., land development, dairy, cold

storage uni ts ,  SHGs, par t ic ipatory i r r igat ion

management institutions, rural road and bridge projects

were also conducted.

65. In all, eight externally aided projects were at

various stages of implementation. During the year, an

amount of Rs.24.35 crore was disbursed and Rs.35.14

crore received as grant assistance under these projects.

Rural Infrastructure Development

66. During the year, 60,015 projects involving a loan

amount of Rs.8,282.75 crore were sanctioned under RIDF

X, taking the cumulative number of projects to 2,16,099

and amount sanctioned to Rs.42,948.51 crore as on 31

March 2005. Rural road and bridge projects accounted

for 45 per cent of the total amount sanctioned, irrigation

projects for 34 per cent, social and power sector projects

12 per cent and others for the rest. Loans aggregating

Rs.54.28 crore were sanctioned to the Block Panchayats

during the year for rural road and bridge projects to be

implemented by them in Kerala. Deposits of Rs.4,353.47

crore were received from commercial banks during the

year, taking cumulative amount to Rs.22,657.53 crore by

March 2005. Repayments of Rs.7,807.29 crore from state

governments were received during the year. The

cumulative disbursement under RIDF I to X aggregated

Rs.25,384.02 crore.

67. NABARD continued to monitor the projects being

implemented under RIDF, both in-house and by engaging

reputed consulting agencies like L&T Ramboll Consulting

Engineering Ltd., Tata Consultancy Services, Consulting

Engineering Services (India) Pvt. Ltd., etc. During the year

8,791 projects were monitored through field visits. The

studies have proved beneficial in taking early follow-up

action with the concerned depar tments and state

governments for improving the pace and quality of

execution of projects.

68. NABARD continued its policy of facilitating larger

flow of credit to NER and Sikkim by granting relaxations

to co-operative banks and RRBs operating in these areas

in respect of eligibility criteria for refinance, rate of interest

on refinance, etc. In order to facilitate and accelerate the

flow of credit to NER, a pilot scheme on routing credit to

Village Development Boards/Vil lage Development

Councils (VDBs/VDCs) introduced in Nagaland during

2003-04 continued and an MoU was signed among

NABARD, Government of Nagaland and SBI. Twenty-five

VDBs have been identi f ied in Nagaland for

implementation of the scheme with a corpus of Rs.25 lakh

and financing of VDBs has commenced by some of the

bank branches.
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NABARD Consultancy Services

69. NABARD Consul tancy Services (P) Ltd.

(Nabcons), a subsidary of NABARD was set-up in

November 2003, for providing consultancy in the sphere

of agriculture, rural development and allied areas. In

order to have experienced professionals, the Board of

Nabcons has been restructured during the year to include

bankers, academicians and corporate executives.

70. During the year, 85 assignments involving

consultancy fees of Rs.1,221.95 lakh were contracted. So

far, Nabcons has contracted 168 assignments involving

consultancy fees of Rs.1,518.02 lakh, of which 110 were

completed involving fees of Rs.295.58 lakh. The

Company's clientele includes various departments of the

GoI, state governments, financial institutions, corporate

houses, NGOs, international bodies, etc. Nabcons also

organised 8 international visitors programmes for clients

from various countries.

Management of Resources

71. The financial resources of NABARD increased by

Rs.8,077 crore during 2004-05 as against an increase

of Rs.7,416 crore during the previous year. The

resources were augmented by Capital Gains Bonds

(Rs.3,425.98 crore), Priority Sector Bonds (Rs.3,241.50

crore), Non-Priority Sector Bonds (Rs.2,175 crore) and

borrowings from banks (Rs.1,800 crore). The total

working funds increased by 11 per cent to Rs.60,779

crore as on 31 March 2005 from Rs.55,889 crore as on

31 March 2004.

72. The funds raised have been utilised for schematic

lending, ST/MT/MT (Conversion) loan assistance and

loans to state governments, both under RIDF and non-

project  loans. The bor rowings of NABARD as a

percentage to total working funds registered a significant

increase from 13.17 as on 31 March 2001 to 36.63 as

on 31 March 2005.

73. The total income of the Bank during the year was

at Rs.3,938.74 crore as against Rs.4,267.27 crore during

the previous year. After making provision for Income Tax

(Rs.299.20 crore), contribution to Special Reserve (Rs.575

crore), transferring to NRC (LTO) Fund (Rs.81 crore) and

NRC (Stabilisation) Fund (Rs.10 crore), the surplus left

over of Rs.449.56 crore (after meeting expenditure of

Rs.2,606.13 crore) was transferred to various funds

maintained by the Bank.

Capacity Building of Client Institutions

74. The functioning and performance of rural

co-operative credit institutions, in general, continued to suffer

from several weaknesses including high NPAs, poor recovery

and accumulated losses. Consequently, these institutions

found it difficult to compete with other credit purveying

agencies in the emerging liberalised environment. In view

of this, NABARD continued its efforts in strengthening rural

credit institutions, particularly co-operative banks and RRBs.

Institutional Development

75. The loans issued by PACS increased by 10 per cent

during 2002-03, while that by PCARDBs remained almost

stagnant and those issued by SCBs and DCCBs declined

by 14 and 2 per cent, respectively, during 2003-04 over

the previous year. At the aggregate level SCBs earned

profits of Rs.372.77 crore. The profit of profit earning

SCBs declined by 21 per cent during 2003-04, as

compared to the previous year. The DCCBs earned profit

of Rs.100.56 crore at aggregate level during 2003-04, as

compared to loss of Rs.211.30 crore during the previous

year. The losses of SCARDBs and PCARDBs increased

further to Rs.113.50 crore and Rs.337.20 crore, respectively,

at aggregate level during 2003-04. There were wide

variations across the states in the performance of co-

operative credit institutions.

76. During 2003-04, SCBs and DCCBs as a group

earned positive net margin of 0.67 and 2.61 per cent,

respectively. Out of 19 reporting SCARDBs, 11 had

positive net margin and remaining had negative net

margin, while PCARDBs in 8 states had negative and in

4 states positive net margins during 2003-04. The negative

net margins of LT structure were on account of poor

recoveries, increased provisioning towards impaired assets

and higher transaction costs.
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77. As on 31 March 2004, 4 out of 30 SCBs, 102 out

of 365 DCCBs, 53,626 out of 1,12,309 PACS, 9 out of

20 SCARDBs and 439 out of 715 PCARDBs incurred

losses, which together amounted to Rs.8,746 crore

(excluding PACS). The high proportion of NPAs to total

loans and advances outstanding of co-operative banks,

increased further particularly in the case of DCCBs,

SCARDBs and PCARDBs as on 31 March 2004 compared

to the previous year, and low level of recovery continued

to be the areas of concern. The co-operative banks,

particularly DCCBs and SCBs, however, have made

adequate provisions for impaired assets.

78. In view of persisting weaknesses in the co-operative

credit structure, preparation of institution specific

Development Action Plans (DAPs) by co-operative banks

and entering into MoUs continued during the year. PACS

have been brought into the DAP/ MoU process and were

advised to prepare action plan for attaining viability and

enter into an MoU with respective DCCB. During the year,

22 SCBs, 12 SCARDBs, 337 DCCBs and 704 PCARDBs

executed MoUs. The impact assessment study of DAPs/

MoUs has revealed that the exercise had brought about

professional approach and awareness about profitability

at the management level. During the period 1994-95 to

2002-03, business in terms of deposit mobilisation, loans

issued and outstanding increased at an annual growth

rate of 12 to 17 per cent at DCCB and 7.5 to 14 per cent

at SCB level. The process of conducting 'Organisation

Development Intervention' (ODI) programmes also

continued and so far, 361 and 115 such programmes have

been conducted for RRBs and SCBs/DCCBs, respectively,

under the SDC supported ODI programme.

79. With the objective of supporting developmental

initiatives of co-operative credit institutions, NABARD

provides financial support through the CDF. During the

year, an amount of Rs.3.14 crore was sanctioned and

Rs.4.15 crore was disbursed taking the cumulative

sanctions and disbursements under CDF to Rs.65.33 crore

and Rs.55.38 crore, respectively, as on 31 March 2005

for supporting the training of co-operative banks'

personnel, computerisation, establishment of Business

Development Cells and publicity of KCC scheme and

other loan products. The support provided to PACS has

had a positive impact on their deposit mobilisation,

improved MIS and availability of trained manpower in

co-operative banks contributing to overall efficiency of

the structure.

80. Considering the problems being faced by the co-

operative credit institutions, GoI constituted a Task Force

on Revival of Rural Co-operative Credit Institutions in

August 2004 under the Chairmanship of Prof. A.

Vaidyanathan, MIDS, Chennai to formulate a practical

and implementable action plan and also get a fair

assessment of financial requirement to rejuvenate the rural

co-operative credit structure. The Task Force submitted

its report to GoI in February 2005 and made major

recommendations relating to institutional regulatory and

legal reforms. It estimated financial requirements for

revitalisation of co-operatives at Rs.14,839 crore and

suggested an implementation mechanism. The GoI has

also constituted Task Force on Revival of Long-Term Co-

operative Credit Institutions.

81. The policy measures undertaken in respect of RRBs

and revamping exercise with capital infusion had a

salutary effect on their financial performance, especially

in relation to increase in profits, reduction in NPAs and

improvement in recovery. Although the number of RRBs,

that had wiped off their accumulated losses and attained

sustainable viability, increased from 97 to 106 as at end-

March 2004, the performance of RRBs varied widely

across the states.  The recovery performance as on 30

June 2004 was above 85 per cent in four states, viz.,

Haryana, Kerala, Punjab and Tamil Nadu while it was

poor mostly in states of NER and Jharkhand. The recovery

performance of RRBs at the aggregate level improved to

77.67 per cent as at end-June 2004 from 73.49 per cent

as at end-June 2003.

82. Over two decades, the Vikas Volunteer Vahini

programme (renamed as Farmers' Club Programme) of

the Bank has spread to 505 districts, covering more than

31,108 villages through 13,664 farmers' clubs including

3,649 clubs launched during 2004-05. The role of the

Farmers' Clubs has been enlarged to cover technology

transfer at the field level for higher productivity, on-farm

value addition by adopting effective post-harvest
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technology and participation in marketing of products.

Grant assistance of Rs.18.04 lakh was extended to

Farmers Training Centre set up by Punjab National Bank

in Haryana to conduct training programmes for the

benefit of farmers.

Supervision over Banks

83. During the year, statutory inspections of 326

banks  (12  SCBs ,  181 DCCBs and 133 RRBs) ,

voluntary inspections of 11 SCARDBs and 4 apex level

institutions and quick inspections of 94 banks (11

SCBs, 1 SCARDB and 82 DCCBs) were conducted.

The inspections revealed that some of the weaknesses

that continued to plague the functioning of these

banks / ins t i tu t ions  were  improper  app l i ca t ion /

implementation of income recognit ion and asset

classif ication norms, inadequate provisioning for

impaired assets/credit, inadequate risk management

strategies, deficiencies in sanction and disbursement

of loans and inadequate supervision over end-use of

credit, deficient internal checks and control systems,

poor credit monitoring arrangements, etc.

84. The Board of Supervision (for SCBs, DCCBs and

RRBs) [BoS], met four times during the year and

reviewed the findings of inspection and monitoring

reports. The BoS expressed concern over deterioration

in the financial position of many co-operative banks,

particularly those not complying with the provision of

Section 11(1) of B.R. Act, 1949 (AACS), as also absence

of penal provision against the banks not adhering to RBI's

guidelines for asset classification and provisioning.

85. The issues deliberated by BoS during the year,

inter alia, included the review of off-site surveillance

system (OSS), prescription of trigger points for taking

supervisory and regulatory actions against certain co-

operative banks, sponsor bank-wise review of the

performance of RRBs, etc. A set of 'trigger points' based

on cer tain quanti f iable parameters for ini t iat ing

Supervisory and Regulatory actions against SCBs and

DCCBs were conveyed to these banks.

86. As on 31 March 2005, 6 SCBs and 136 DCCBs

were not complying with the minimum share capital

requirement as prescribed under the relevant Act. As on

31 March 2005, the total erosion in the value of assets

of these non-compliant co-operative banks aggregated

Rs.10,305.62 crore which had not only eroded their

entire owned funds but also affected deposits to the

extent of Rs.3,647.41 crore.

Organisation and Management

87. NABARD continued its efforts for capacity building

of its employees and introduced new/refined existing

training programmes, so as to enable  them to keep

abreast to the constantly changing socio-economic and

technical environment.

88. During the year, seven meetings of the Board of

Directors of NABARD were held, while the Executive

Committee, the Sanctioning Committee for loans under

RIDF and the Audit Committee met five, eight and four

times, respectively.

89. The Reserve Bank of India conducted the seventh

financial inspection of NABARD from 8 November 2004

to 22 January 2005 with reference to the financial position

as on 31 March 2004.

Training and Skill Enhancement

90. During the year, 97 training programmes covering

1,952 officers were conducted at NBSC, Lucknow on

functional, behavioural and technical areas. Programmes

on Medicinal and Aromatic Plants, Par t icipatory

Approach to Rural Credit and Management, Marketing

Skills and Monitoring of Watershed Projects were also

introduced. Besides, 1,004 officers were deputed for

tailor-made and off-the-shelf programmes, exposure

visits, workshops, etc., in areas like Indian Debt Markets,

Investment and Treasury Management, Risk Based

Supervision, Water Resource Development, Advance

Technologies in Horticulture, etc. Faculty members from

Training Establishments and few officers of the Bank

were deputed for training programmes, viz., Direct
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Training Skills, Design of Training and Evaluation of

Training at the instance of GoI at various state level

training institutes. In all 2,956 officers of the Bank were

deputed for various training programmes, workshops,

etc. In addition, 77 training programmes covering 1,216

employees in Group 'B' and 'C' were held at NBTC,

Lucknow and ZTC, Hyderabad.

91. DEAR and TSD regularly organise various

programmes both in-house and in collaboration with

external agencies, to provide exposure to their officers to

the latest developments in banking and agriculture sectors,

dissemination of knowledge for implementing various

schemes and providing strategic inputs.

92. During the year, DEAR conducted two exposure

programmes for the newly recruited officers with

economics background at NBSC, Lucknow, aimed at

strengthening their analytical skills and for senior officers

at the Institute of Economic Growth, Delhi with the

objective of providing an overview of current macro-

economic environment, impact of WTO on Indian

agriculture, improving MIS and evolving strategies for

improving the performance of the agriculture sector.

93. Five regional workshops focusing on development

of the thrust areas identified in the respective regions as

also a Mango Meet to promote mango exports were

conducted by TSD. Further, to keep the Bank's officers

abreast of the latest technological advancements in their

areas, Business Development Meets in its four disciplines,

i.e., Animal Husbandry, Land Development, Agricultural

Engineering and Fisheries and two capacity building

workshops for junior officers of Minor Irrigation and

Plantation and Horticulture disciplines were organised

during the year.

Recruitment and Promotions

94. During the year, seven persons were recruited in

the officers' cadre and 82 employees were promoted from

the clerical to the officer grade. NABARD continued to

provide for reservations for SCs/STs, both in direct

recruitments and promotions, in all the cadres to which

the Bank has accepted to provide for reservation in

consonance with the instructions from GoI.

Other Matters

95. Preventive Vigilance Inspection of 15 ROs / TEs

was undertaken during the year. To sensitise employees,

two specially designed training programmes were

organised for the officers and a Vigilance Awareness

Week was observed by the Bank in November 2004.

Inspections of 17 ROs and 2 TEs were undertaken by

HO during the year.

96. As per the Supreme Court directives, a Central

Complaints  Commit tee in HO and 21 Regional

Complaint Committees in ROs have been functioning

for prevention of sexual harassment of women at the

work place.

97. The Bank continued its efforts for promotion of

Hindi in its day-to-day working. For ty-eight staff

members were imparted training under the Hindi

teaching scheme of GoI and 1,074 staff members were

imparted training to work on computers in Hindi.

NABARD's in-house Hindi journal 'Srujana' bagged three

prizes awarded by various organisations.
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The global economy stimulated by strong monetary

and f iscal measures recorded robust growth and

favourable economic expansion. It facil i tated the

Indian economy to continue in the accelerated growth

path with considerably improved per formance of

indus t r y and  se r v i ces  sec to r s  fo r  the  second

consecu t ive  year.  Desp i te  a  commendab le

performance, both the global and domestic economies

Table 1.1: Overview of Global Economy
(Per cent)

Growth 2003 2004* 2005*

A. GDP (Real)
a. World 4.0 5.1 4.3
b. Advanced Economies 2.0 3.4 2.6

i. United States 3.0 4.4 3.6
ii. European Union 0.5 2.0 1.6
iii. Japan 1.4 2.6 0.8
iv. Newly Industrialised

Asian Economies 3.1 5.5 4.0
c. Other Emerging Markets and

Developing Economies 6.4 7.2 6.3
i. Asia (Developing Nations) 8.1 8.2 7.4
ii. China 9.3 9.5 8.5
iii. India 7.5 7.3 6.7
iv. ASEAN - 4@ 5.4 5.8 5.4

d. Commonwealth of
Independent States (CIS) 7.9 8.2 6.5

B. World Trade Volume
(goods & services) 4.9 9.9 7.4

* Projected,
@: Includes Indonesia, Malaysia, Philippines and Thailand
Source: World Economic Outlook, IMF, May 2005

were plagued by inflationary pressure during 2004-05

as a result of persistently high oil prices. Consequently,

inflation coupled with less than normal South-West

monsoon had an adverse effect on the performance

of the Indian economy. This section discusses the

macro economic and developmental  changes in

agriculture and rural economies of the world in 2004

and in India during 2004-05.

Global and Asian Economies

A. Economic Scenario

1.2 The world output is projected to have grown at

5.1 per cent in 2004, the highest in three decades, on

account of robust growth in both advanced and

emerging market economies. The growth of output in

2004 in  the advanced economies  and Newly

Industrialised Asian Economies (NIAEs) was higher by

1.4 and 2.4 percentage points, respectively, compared

to 2003. The growth impetus emanated from buoyant

per formances by USA, Japan and NIAEs. Other

emerging markets and developing economies and the

Commonwealth of Independent States (CIS) exhibited

positive growth trends (Table 1.1). Among Asian

nations, China continued its robust growth in 2004

contributing significantly to the growth momentum of

the region.

1.3 The impress ive increase in g lobal  output

manifested itself in an increase in the demand for

merchandise exports, resulting in a sharp increase of 5

percentage points in the volume of world trade in 2004.

However, despite encouraging recovery of the global

economy, high oil prices and its uncertain supply

continue to threaten the sustainability of the global

growth process.

1.4 The world foodgrains production increased to

2.31 billion tonnes (7.9%) in 2004 from 2.14 billion

tonnes in 2003. This was due to substantial increase in

foodgrains production in Europe (29.2%), N.C. America

(9%) and Asia (3.9%) (Table 1.2). The world production

of oilseeds and fibre crops also witnessed an increase of

6.8 and 14 per cent, respectively. Further, as in 2003,

the world cereals production constituted 97.4 per cent

of the world foodgrains production.

I  Rural Economic Environment and Policy Issues
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1.5 Rice, wheat and coarse cereals constituted 27, 26

and 44 per cent, respectively, of the total world foodgrains

production in 2004. India accounted for 15 per cent of

world production of rice.

1.6 Despite being the primary food source of Asian

economies, rice production is facing serious constraints

such as decline in yield, depletion of natural resources,

gender-based conflicts, etc. Keeping this in view, the

United Nations General Assembly declared 2004 as

the International Year of Rice with the theme 'Rice is

life', drawn from an understanding that rice-based

systems are essential for food security. Further, rice

based production systems and their associated post-

harvest operations employ nearly one billion rural

people in developing countries and about four-fifth

of the world's rice is grown by small - scale farms in

low income countries.

Indian Economy

A. Economic Scenario

1.7 India continued to be one of the fastest growing

economies among the major emerging nations, despite

facing constra ints  l ike the def ic ient  South-West

monsoon, hardening of international oil and steel prices

and extensive damage to life and property due to the

tsunami along her southern coast. As per the advance

estimates of Central Statistical Organisation (CSO),

growth of the economy was projected at 6.9 per cent

during 2004-05 (Table 1.3).

1.8 The growth in industry and services sectors was

broad based at 8.3 and 8.6 per cent, respectively, during

2004-05. The growth in GDP from agriculture and allied

sector, however, declined to 1.1 per cent during 2004-05

from 9.6 per cent during 2003-04, on account of the

deficient South-West monsoon, certain supply side

constraints, etc. The share of agriculture and allied

activities in total GDP (at 1993-94 prices) declined from

21.7 per cent during 2003-04 to 20.5 per cent during

2004-05, while that of industry and services sectors

increased from 21.6 and 56.7 per cent to 21.9 and 57.6

per cent, respectively, during the same period.

1.9 On account of reduced public dissavings and

improved private savings (household and corporate), the

savings rate improved to 28.1 per cent during 2003-04

from 26.1 per cent during 2002-03. Similarly, investments

also improved to 26.3 per cent from 24.8 per cent during

the same period mainly due to increased private sector

investments.

1.10 The fiscal deficit as a proportion of GDP declined

sharply to 4.5 per cent during 2003-04 from 5.9 per cent

during 2002-03, and is estimated at 4.5 per cent during

2004-05. Revenue deficit also declined to 3.6 per cent

during 2003-04 from 4.4 per cent during 2002-03 and

further to 2.7 per cent during 2004-05, owing mainly to

various fiscal consolidation measures and reforms initiated

by GoI. The Fiscal Responsibility and Budget Management

(FRBM) Act, 2003, and State Level Value Added Tax

Table 1.2: Share of Continents in World Production of selected Agricultural Commodities

(Million tonnes)

Region/Year Cereals Pulses  Foodgrains Oilseeds  Fibre Crops

2003 2004* 2003 2004* 2003 2004* 2003 2004* 2003 2004*

Asia 997.0 1,034.7 27.0 28.9 1,024.0 1,063.6 59.4 64.0 16.1 17.7
Africa 129.8 128.1 9.4 9.3 139.2 137.4 7.2 7.3 1.8 2.0
Europe 355.0 460.8 7.8 8.0 362.8 468.8 14.5 15.1 0.7 0.7
N.C. America 435.6 474.0 7.0 8.6 442.6 482.6 18.7 22.4 4.1 5.1
S. America 123.0 118.0 4.2 3.9 127.2 121.9 20.5 19.7 1.3 1.8
Australia 38.0 35.2 2.1 2.2 40.1 37.4 0.7 0.7 0.3 0.4

World 2,078.4 2,250.8 57.5 60.9 2,135.9 2,311.7 121.0 129.2 24.3 27.7

* Provisional              Source: Agricultural Database, FAO, 2004.
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(VAT) became operational from July 2004 and April 2005,

respectively.

1.11 India's overall balance of payments improved from

US$ 17 billion during 2002-03 to US$ 31.4 billion during

2003-04 due to current account surplus and expanding

capital account. The foreign exchange reserves registered

an increase of 31.8 per cent to US$ 141.5 billion during

2004-05 compared to 2003-04 (Table 1.3). Improved

reserves and continuous surge in capital inflow in the

preceding two years caused hardening of the domestic

currency in the foreign exchange market. The Indian rupee

appreciated vis-à-vis the US dollar by 5 and 2.2 per cent

and the average exchange rate worked out to Rs.45.83

and Rs.44.84 during 2003-04 and 2004-05, respectively.

Though India's outstanding external debt increased by 6

per cent to US$ 111.7 billion as at end-March 2004

compared to the previous year, the total external debt to

GDP ratio improved to 17.8 per cent, indicating

consolidation of external debt. By March 2005, the ratio

reached to 17.4 per cent.

B. Poverty

1.12 Poverty estimates by the Planning Commission,

based on the 55th Round of NSSO, revealed that the

number of people living below poverty line (BPL) declined

significantly from 328.9 million (51.3%) during 1977-78

to 260.3 million (26.1%) during 1999-2000. Further, while

the proportion of poor people (BPL) in rural areas

declined from 53.1 per cent during 1977-78 to 27.1 per

cent during 1999-2000, it declined from 45.2 to 23.6 per

cent during the same period in urban areas.

1.13 The GoI introduced the Swarnajayanti Gram

Swarozgar Yojana (SGSY) in 1999 by restructuring various

poverty alleviation and self-employment programmes,

viz., IRDP, TRYSEM, SITRA, DWCRA, etc., envisaging

the formation of SHGs by 'swarozgaris' and financing them

by banks at different stages. Since its inception, a total

number of 20.03 lakh SHGs have been formed of which

2.15 lakh groups have been assisted to take up economic

activities. During the year, 2.62 lakh SHGs were formed,

of which 0.43 lakh SHGs were assisted. So far, 56.96 lakh

swarozgaris, including individuals have been assisted.

NABARD is a member of the Central Coordination

Committee, State and District Level SGSY Committees

as also the Central Monitoring Committee on SGSY,

constituted by Ministry of Rural Development (MoRD),

GoI, and convened by RBI, to assess the ground level

operational problems in implementation of the scheme.

C. Inflation

1.14 The annual average rate of inflation, as measured

by the wholesale price index (WPI), was 5.4 per cent

during 2003-04 compared to 3.4 per cent during 2002-03.

From a low of 4.5 per cent in April 2004, it inched up

to 8.5 per cent in August 2004. However, it exhibited a

declining trend thereafter and the annual average rate

of inflation during 2004-05 was estimated at 6.4 per

cent. Inflationary pressures were, inter alia, due to

hardening of international crude oil prices, minerals and

Table 1.3: Economic Indicators

Particulars 2002-03 2003-04 2004-05

Growth in (%)
(a)  Overall GDP 4.0 P 8.5 Q 6.9 A

(b)  GDP from Agriculture & -7.0 P 9.6 Q 1.1 A

      Allied Activities -
(c)  Agriculture Production -16.0 21.3 -0.6
(d)  Foodgrains Production -18.9 23.0 -1.2
(e)  Industrial Production 6.6 P 6.5 Q 8.3 A

(f)   Services 7.9 8.9 Q 8.6 A

(g)  Exports 20.3 21.1 24.9
(h)  Imports 19.4 27.3 48.4

Gross Domestic Savings
(as % of GDP) 26.1 P 28.1 Q 24.2 A

Gross Domestic Capital
Formation (as % of GDP) 24.3 P 26.3 Q NA

Inflation as measured by WPI 3.4 5.4 6.4 E

Gross Fiscal Deficit
(as % of GDP) 5.9 4.5 4.5 R

Trade Balance (US $ billion) -10.7 -15.5 -38.1

Foreign Exchange Reserves
(US $ billion) 71.9 107.4 141.5

External Debt (US $ billion) 105.4 111.7 123.3

P : Provisional Estimates A : Advance Estimates
Q : Quick Estimates R : Revised Estimates E : Estimated
NA : Not Available

Sources : 1. Economic Survey 2004-05
2. CMIE, Monthly Review of the Indian Economy, May 2005
3. RBI Bulletin, May 2005
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metal related products, while inflation in the case of

agro-based products was caused due to erratic and

delayed monsoon with uneven distribution of rainfall

over time and space.

D. Trade Prospects

1.15 The Foreign Trade Policy: 2004-09, aims to

achieve an export target of US$ 150 billion by 2008-09,

thus, implying an annual growth of 20 per cent, with

maximum emphasis on sectors having prospects for

expor t  expansion and potent ial  for employment

generation. India's trade witnessed robust growth during

the year, with exports registering an increase of 24.9 per

cent, up by 3.8 percentage points over 2003-04 and also

higher by 8.9 percentage points than the targeted 16

per cent for 2004-05. This could be attributed to good

industrial performance. During 2004-05, imports also

grew at a rate of 48.4 per cent, up by 21.1 percentage

points from 2003-04 and higher than the export growth

rate by 23.5 percentage points.

E. Employment

1.16 As per the results of the 55th Round (1999-2000)

of the Survey conducted by NSSO, the rate of growth

in employment at aggregate level, on Current Daily

Status basis, declined from 2.7 per cent (1984-94) to

1.1 per cent (1994-2000) (Table 1.4), mainly on

account  o f  near  s tagnat ion of  employment  in

agriculture. As a result, the share of agriculture in total

employment declined from 60 per cent during 1993-94

to 57 per cent during 1999-2000.

F. Small Scale Industries Sector

1.17 The number of Small Scale Industries (SSIs) units

(registered and unregistered), increased to 118.5 lakh (4%)

during 2004-05 from 114 lakh during 2003-04. During

2004-05, the value of production and employment

increased by 11.5 per cent and 4.4 per cent to Rs.3,99,020

crore and to 28.3 million persons, respectively, over the

previous year. GoI also initiated measures during the year

to encourage the development of SSIs, such as formation

of the National Commission on Enterprises in the

unorganised/informal sector, raising the investment limit

in plant and machinery to Rs.5 crore from Rs.1 crore and

the composite loan limit  from Rs.50 lakh to Rs.1 crore.

Further, 85 items were dereserved from the SSI list

reducing the total number of reserved items to 605.

G. Agriculture and Rural Economy

a. Rainfall

1.18 During the South-West monsoon in 2004 (June-

September), the cumulative rainfall of 78.1 cm (92.2 cm

in 2003) was 13 per cent less than the normal rainfall of

89.3 cm with excess or normal rainfall in 23 (as compared

to 33  in 2003) out of 36 meteorological sub-divisions in

the country. Only 57 per cent of the districts and 62 per

cent of the gross cropped area (GCA) in the country

received normal/excess rainfall in 2004. Despite this, none

of the meteorological sub-divisions experienced severe

drought conditions (seasonal rainfall deficiency exceeding

50%) at the end of the season. However, Himachal

Pradesh, Punjab, West Rajasthan, Vidarbha region of

Maharashtra and Telangana region of Andhra Pradesh

experienced moderate drought conditions (seasonal

rainfall deficiency between 25 and 50%). Of the 524

meteorological districts, 25 per cent experienced moderate

drought and 7 per cent experienced severe drought during

the season.

b. Crop Acreage

1.19 Less than normal rainfall (13%) adversely affected

the area sown under major kharif crops. The gross sown

area decreased by 2.3 per cent to 157.9 million ha. during

Table 1.4: Annual Growth in Employment

(Per cent)

Particulars 1983-84 to 1993-94 to
1993-94 1999-2000

Rural Urban All Rural Urban All

 India India

Population 1.79 3.04 2.00 1.67 2.74 1.95

Labour Force 2.15 3.33 2.43 0.96 2.40 1.31

Workforce 2.40 3.59 2.70 0.67 2.32 1.07

No. of
Unemployed -1.19 0.49 -0.08 5.26 3.45 4.74

Source : Planning Commission
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production during 2004-05. Total production of

foodgrains stood at 210.4 million tonnes during 2004-05

compared to 213.4 million tonnes during 2003-04, a

shortfall of 1.4 per cent, which was largely due to the

shortfall in production of rice, bajra, maize and pulses

other than gram and tur.

1.22 The production of oilseeds (25.1 million tonnes) was

marginally less than the previous year's level of 25.3 million

tonnes. However, the production of sugarcane, estimated

at 234.7 million tonnes during 2004-05, declined

continuously for the third year in succession, mainly because

of the deficient rainfall in the sugar producing regions of

Maharashtra. The production of cotton was estimated to

have increased by 14 per cent to 16 million bales during

2004-05 from 14 million bales during the previous year.

2004-05 compared to 161.6 million ha. during 2003-04

mainly due to decline in the area sown during kharif 2004

(for all crops except oilseeds and cotton) to 96.4 million

ha. (4.8%) from 101.3 million ha. On the other hand,

favourable weather conditions helped to improve the area

sown under rabi 2004-05 to 61.5 million ha. (2%) from

60.3 million ha. during 2003-04, except for a marginal

decline in area under pulses (Table 1.5).

c. Production Prospects

1.20 Against the targeted average annual growth of 4

per cent during the Tenth Five Year Plan period

(2002-07), the growth of agriculture sector during

2002-03 was negative (-7%) due to severe drought

conditions in 2002. However, favourable monsoons

facilitated an impressive growth (9.6%) in the value added

from agriculture and allied sectors during 2003-04. The

advance estimates of CSO projected the growth rate for

agriculture and allied sector at 1.1 per cent for 2004-05.

i. Foodgrain & Non-foodgrain Crops

1.21 A target of 225.1 million tonnes of foodgrains

production was fixed by the Ministry of Agriculture, GoI

for 2004-05. However, delayed and erratic monsoons in

some parts resulted in a decline in the production of kharif

foodgrains by 8.11 per cent in 2004 compared to 2003.

The shortfall in kharif foodgrains production was partly

made up for by a 10 per cent rise in rabi foodgrains

Table 1.5: Area Sown under Major Crops

(Million ha.)

Crop Kharif (a) Rabi (b) Total (a+b)

2003 2004* 2003-04 2004-05# 2003-04 2004-05 Change (%)

Paddy 36.6 34.2 3.8 4.0 40.4 38.2 -5.4
Wheat – – 26.5 26.5 26.5 26.5 –
Coarse Cereals 21.7 18.5 6.5 6.9 28.2 25.4 -9.9
Pulses 14.7 13.2 13.5 13.2 28.2 26.4 -6.4
Foodgrains 73.0 65.9 50.4 50.6 123.3 116.5 -5.6
Oilseeds 15.3 17.5 10.0 10.9 25.3 28.4 12.2
Cotton 7.4 8.2 – – 7.4 8.2 10.8
Jute & Mesta 1.0 0.9 – – 1.0 0.9 -10.0
Sugarcane 4.6 3.9 – – 4.6 3.9 -15.2

Total 101.3 96.4 60.3 61.5 161.6 157.9 -2.2

*: Up to 4 October 2004, #:  up to 28 March 2005 Source: Monthly Review of Indian Economy, CMIE, October 2004 & May 2005

Lush Green Paddy Field
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ii. Plantation & Horticulture

1.23 India is the largest producer and consumer of tea

in the world and accounts for 27 and 13 per cent of its

production and trade, respectively. Production and

export of tea and coffee did not evince substantial change

during the last three years (Table 1.6). Production of

natural rubber, however, increased from 6.3 lakh tonnes

(2001-02) to 7.1 lakh tonnes (2003-04).

1.24 In respect of fruits and vegetables, India accounts

for 10 and 14.4 per cent, respectively, of the world

production. During 2003-04, the total production of

fruits and vegetables increased by 5 per cent to 47.5

million tonnes and by 6.1 per cent to 90 million tonnes,

respectively, over 2002-03. To further improve India's

position, as the second largest producer of vegetables

after China, the Union Budget 2005-06 announced the

launching of the National Horticulture Mission with an

allocation of Rs.630 crore to increase production and

strengthen post-harvest management, processing and

marketing facilities (Box 1.1).

Table 1.6: Production and Export of Tea and Coffee

Year Tea (Million Kgs.) Coffee (Lakh Tonnes)

Production Export Production Export

2001-02 847.4 190.0 3.0 2.1
2002-03 837.6 185.0 2.8 2.1
2003-04 850.5 183.1 2.8 2.3

Source: Economic Survey, 2004-05

Box 1.1
Union Budget 2005-06: Agriculture and Rural Sector

• The National Horticulture Mission to be launched with an
allocation of Rs.630 crore to ensure an end-to-end
approach, having backward and forward linkages covering
research, production, post-harvest management,
processing and marketing under one umbrella.

• An Inter-Ministerial Group (IMG) to identify 170 backward
districts and regions (Grant Fund with an allocation of
Rs.5,000 crore for 2005-06).

• A corpus of Rs.8,000 crore for 2005-06 under RIDF.

• Conceived as a business plan, ‘Bharat Nirman’, to be
implemented over a period of four years for building
infrastructure, especially in rural India covering six
components, viz. ,  ir r igation, roads, water supply,
housing, rural electrification and telecommunication. 

• The MoA to prepare a roadmap for agricultural
diversification, focusing on pulses, oilseeds, fruits,
vegetables, flowers, dairy, poultry and fisheries.

• The scheme ‘Development/Strengthening of Agricultural
Marketing Infrastructure, Grading and Standardisation’,
with an allocation of Rs.72 crore to be launched through
NABARD and NCDC.

• The outlay under AIBP enhanced to Rs.4,800 crore.

• Large-scale promotion of micro-irrigation technology to
increase the coverage to 3 and 14 million ha. by the end
of the Tenth and Eleventh Five Year Plans, respectively. An
amount of Rs.400 crore allocated for promoting micro-
irrigation during 2005-06.

• RBI to examine the issue of allowing banks to adopt the
agency model in credit support to rural and farm sectors

by using civil society organisations, rural kiosks and
village knowledge centres.

• Commercial banks, RRBs and co-operative banks to increase
credit flow by 30% during 2005-06. The public sector banks
to increase the number of borrowers by another 50 lakh.  

• The target for credit-linking SHGs increased from 2 lakh
to 2.5 lakh during 2005-06.

• ‘Micro-Finance Development and Equity Fund’, to be
established with a corpus of Rs.200 crore. 

• NGOs, SHGs, co-operatives and MFIs to become micro-
insurance agents. Government to fully support the effort
of IRDA to promote micro-insurance.

• Setting-up of Knowledge Centres in every village by the
60th anniversary of Independence Day. NABARD to
provide Rs.100 crore out of RIDF.

• Cluster development approach for production and
marketing of handloom products.  The Ministry of Textiles
to take up 20 clusters in the first phase at a cost of Rs.40
crore. Life insurance scheme for handloom weavers to
be launched with an insurance coverage upto Rs.50, 000.

• NABARD, in consultation with state governments, RBI,
banks and other financial institutions to prepare a scheme
for providing a financial package with a moratorium of
two years, on both principal and interest to sugar
factories, and a schedule of payment having regard to
the commercial viability of each unit. IBA and NABARD
to work out a scheme under which individual sugar
factories may renegotiate the rate of interest on their
existing loans with higher interest rate.
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d. Agricultural Inputs

i. Seeds

1.25 To strengthen the seed sector, particularly the

production and distribution of quality seeds to farmers,

GoI continued to implement the Seed Bank Scheme,

2000, and the initiatives taken under National Seeds

Policy, 2002. During 2004-05, the production of breeder

and foundation seeds was estimated at 0.5 and 7.0 lakh

quintals, respectively, and the distribution of certified/

quality seeds was 127.4 lakh quintals.

ii. Fertilizers

1.26 During 2004-05, the production of nitrogenous

and phosphatic fertilizers was estimated at 10.9 million

tonnes and 4.1 million tonnes, respectively, and the

import requirement of total N+P+K was reported at 1.4

million tonnes. The total consumption of fertilizers during

2003-04 increased by 4.4 per cent to 16.8 million tonnes

compared to the previous year. Similarly, its per ha.

consumption increased by 4.3 per cent to 89.8 kg. during

the same period. During 2004-05, consumption of

fertilizer was reported at 9.2 million tonnes only, due to

delayed and erratic monsoon. Over the years, the share

of nitrogenous fer ti l izers in total consumption of

fertilizers, however, increased continuously.

iii. Irrigation

1.27 So far, only 68 per cent of the total ultimate

irrigation potential of 139.9 million ha., has been

harnessed. The minor irrigation (MI) sector has always

been a thrust area for NABARD not only in terms of

providing increased refinance assistance but also by

introducing various development initiatives and financial

incentives. During the Tenth Five Year Plan (2002-07),

the investment in MI structures is expected to create an

additional irrigation potential of 12 million ha. Further,

the Union Budget 2005-06 has targeted the creation of

assured irrigation facilities for additional 10 million ha.

of area over a period of five years (2006-11). In order to

enhance investments in MI structures, NABARD has been

organising workshops for representatives of State Ground

Water Departments, State Electricity Boards, District Rural

Development Agencies, banks, Lead District Managers,

NGOs as well as farmers and other concerned agencies

to sensitise them.

1.28 The Accelerated Irrigation Benefit Programme

(AIBP) launched during 1996-97 encourages state

governments to complete on-going irrigation projects. The

Fast Track Programme launched in 2002 was modified in

2004 to provide central assistance in the ratio of 1:9 as

loan and grant, respectively, for special category states.

The programme has covered 181 major/medium and

3,810 minor irrigation projects up to 2003-04. The

Command Area Development and Water Management

Programme started from April 2004, is aimed at bringing

about better water management practices and efficient

utilisation of irrigation water.

1.29 A Task Force on Micro Irrigation was constituted

by GoI under the Chairmanship of Shri N. Chandrababu

Naidu, Ex-Chief Minister of Andhra Pradesh comprising

Minister of Agriculture, Governments of Rajasthan and

Maharashtra and Dr. M.S. Swaminathan, Chairman,

Swaminathan Foundation as Members, Horticulture

Commissioner, GoI as Member Secretary and

Chairperson, NABARD as Ex-officio Member. The Task

Force has recommended improved institutional and

technological support, crop specific interventions and

formation of time bound programmes so as to increase

the area under micro irrigation. NABARD is following-up

the matter with state governments for identification of

projects and implementation of the programme as

suggested by the Task Force.

Flowers in full bloom
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iv.   Institutional Credit

1.30 The total quantum of agricultural credit provided

by co-operative banks, commercial banks and RRBs

increased by 25 per cent from Rs.69,560 crore during

2002-03 to Rs.86,981 crore during 2003-04. Realising

the need to enhance credit flow to agriculture, GoI, in

consultation with RBI, NABARD and commercial banks,

announced in June 2004, a credit package envisaging

the doubling of agricultural credit over the next three

years. During 2004-05, an aggregate amount of

Rs.1,15,242.81 crore was disbursed by financing agencies,

achieving the target to an extent of 110 per cent.

1.31 There has been some increase in both the outreach

and flow of credit to the agriculture sector over the years.

The share of agricultural credit in GDP originating in

agriculture rose marginally from 10.3 per cent during 1993-94

to 10.8 per cent during 1999-2000 and moved up sharply to

16.7 per cent during 2002-03. However, some problems

continued to affect the flow of credit to agriculture. The credit-

deposit (C-D) ratio of rural branches of scheduled commercial

banks declined from 49 per cent in 1995 to 43.7 per cent in

2004. Another disconcerting feature has been the decline in

the proportion of medium/long term loans in direct finance

to agriculture and allied activities (from 41% during 1990-91

to 31% during 2000-01). There have been wide dispasities

in the flow of credit across regions. Prevalence of

cumbersome legal systems/tenancy laws continue to impede

the flow of credit to agriculture*. Several initiatives have

been taken in recent years to address these concerns and

to improve the agricultural credit delivery mechanism.

These, inter alia, include simplifying procedures,

encouraging decentralised decision making, encouraging

SHGs under Micro-Finance programmes, supporting

creation of infrastructure under RIDF, etc.

1.32 An 'Expert Group on Credit-Deposit Ratio' was set

up under the Chairmanship of Shri Y.S.P. Thorat,

Managing Director, NABARD, by Ministry of Finance, GoI

in November 2004 to examine the nature and magnitude

of the problem of low CD ratio (CDR) across states/regions

and suggest steps to improve the ratio, particularly in states

where it is lower than 60 per cent. The recommendations

of the Expert Group are based on the philosophy of joint

and several actions by all agencies (state governments,

people of the district and banks) (Box 1.2).

Box 1.2
Expert Group on Credit-Deposit Ratio: Major Recommendations

1. Recognising that CDR should realistically reflect efforts of the
banking system in contributing to the economy of the states,
the Expert Group has recommended that while the existing
indicator of credit as per sanction should continue to be used
to monitor the CDR of banks in a district, it should give way to
credit as per utilisation for the purpose of monitoring at state
and bank levels.

2. The CDR at state and bank levels should also factor in the
investments made by banks in state government securities,
bonds of state government agencies and local governments as
also in the bonds, debentures and other commercial papers of
corporates.

3. District to be the unit for implementation, overseeing and
monitoring.

4. The districts to be organised into groups having CDR below 20%,
between 20-40%, 40-60% and more than 60%. Districts having
CDR between 40 and 60% to be monitored under the existing
system by the District Level Consultative Committee (DLCC).

5. Sub-Committees styled as Special Sub-Committees (SSC) of the
DLCC to be set up in districts where the CDR is below 40%.

• The LDM to be the convener and District Coordinators of
banks, DDM- NABARD, LDO, RBI and the District Planning
Officer to be the Members.

• The SSCs will:

i. draw up Monitorable Action Plans (MAPs) for
improving the CDR on a self set, graduated basis,
implement and monitor them once in two months;

ii. identify gaps in infrastructure, prepare schemes for
financing under RIDF and ensure their expeditious
implementation;

iii. suggest measures for preservation, refrigeration and
transport of agricultural products in potential districts;

iv. suggest l inkages with the private sector for
decentralised supply chain financing and improving
the quality and scale of operation of traditional
handicrafts/handlooms, and

v. disseminate information about schemes and conduct
training programmes.

6. The recommended framework for implementation in districts
with CDR less than 20% to be the same as above, except the
district to be jointly 'adopted' by the district administration and
the Lead Bank. The state government to give an upfront
commitment regarding its responsibilities for creation of
identified rural infrastructure together with support towards
creating an enabling environment for banks to lend and to
recover their dues.

* RBI Annual Report 2003-04.
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1.33 Total credit flow to agriculture and allied sectors

during the Tenth Five Year Plan period was projected at

Rs.7,36,570 crore. The ground level credit flow to

agriculture has been growing over the years and reached

Rs.2,71,784 crore during the period 2002-05, achieving

the target to the extent of 37 per cent. However, there

exists a wide gap in supply of credit, particularly,

investment credit, necessary to facilitate capital formation

in agriculture. In view of GoI's emphasis on doubling of

credit flow to agriculture during a three-year period (2004-07),

RBI set up an 'Expert Group on Investment Credit to

Agriculture' under the Chairmanship of Shri Y.S.P. Thorat,

Managing Director, NABARD, in January 2005, to evolve

a strategy for increasing investment in agriculture and to

suggest a road map to increase credit flow (Box 1.3).

v. Farm Mechanisation

1.34 Over the last three decades, availability of power

for agricultural operations has increased from 0.3 kw/ha.

(1971-72) to 1.4 kw/ha. (2003-04), owing to increased

use of tractor, power tillers, combine harvesters, irrigation

pumps, etc. As a result, the share of mechanical and

electrical power increased from 40 to 84 per cent during

the same period. During the period 1999-2004, 11.2 lakh

tractors and 0.7 lakh power tillers were sold in the country.

Uttar Pradesh (58,102) and West Bengal (5,107) recorded

the highest average annual sale of tractors and power

tillers, respectively.

Box 1.3
Expert Group on Investment Credit to Agriculture-

Terms of Reference

1. To analyse the trends in investment credit in the agriculture
sector over the last decade in terms of flow of credit for
different purposes, land holding groups and also study
state-wise trends in this regard.

2. To scan recent innovations in investment credit involving
new technologies in natural resources management
including soil, water, energy, etc., with a view to replicating
such examples.

3. To examine the changing nature of Indian agriculture and
suggest a road map for increasing the investment credit in
a time bound manner.

4. To review the repor ts of earl ier Committees and
incorporate the action points that are still relevant in the
road map to be proposed by the Expert Group.

1.35 In order to strengthen farm mechanisation as also

to protect the interest of farmers, NABARD introduced

certain policy changes, such as reduction in margin money

requirement, minimum acreage norms, financing of

second hand tractors, quality control of farm machinery,

introduction of Minimum Performance Standards (MPS)

for tractors and power tillers, etc.

e. Agricultural Insurance

1.36 In pursuance of the announcement made in the

Union Budget 2002-03 for setting-up of an Agriculture

Insurance Corporation for farmers, a new Company, viz.,

Agriculture Insurance Company of India Ltd. (AICI) was

established in 2002 with authorised and paid up capital

of Rs.1,500 crore and Rs.200 crore, respectively. NABARD

and General Insurance Company (GIC) have contributed

30 and 35 per cent, respectively, and four other Insurance

Subsidiaries, 8.75 per cent each to the equity.  One of

the objectives for the formation of AICI was to act as the

implementing agency for the Government's 'National

Agriculture Insurance Scheme' (NAIS). The company has

obtained Certificate of Registration from Insurance

Regulatory and Development Authority (IRDA). The Pilot

Scheme on Seed Crop Insurance that was implemented

through GIC has also been transferred to AICI.

1.37 AICI has introduced on a pilot basis a new rainfall

index based insurance product called Varsha Bima in four

states, viz., Andhra Pradesh, Karnataka, Rajasthan and

Uttar Pradesh covering 21 rain gauge stations and crops

like cereals, pulses and oilseeds during kharif 2004.

NABARD is actively involved through its concerned

Regional Offices (ROs) and District Development

Managers (DDMs) in successful launching and marketing

of the scheme.

1.38 NAIS is operating since rabi 1999-2000 on the

basis of Area Approach and is being implemented in 23

states and two Union Territories (UTs). So far, 590.55 lakh

farmers have been covered under the scheme. Farm

Income Insurance Scheme (FIIS) was conceived to provide

income protect ion to farmers by integrating the

mechanism of insuring production as well as market risks.

During rabi 2003-04, the scheme was implemented on a



23

23 CMYK

CMYK

pilot basis in 18 selected districts of 12 states for wheat

and paddy crops covering 1.9 lakh ha. area of 1.8 lakh

farmers and during kharif 2004, in selected districts of

Jharkhand, Gujarat, Maharashtra and West Bengal

covering 2.0 lakh ha. area of 2.22 lakh farmers.

f. Capital Formation in Agriculture

1.39 Capital formation, as in the case of other sectors is

imperative for growth of the agriculture sector. The pace

and pattern of agricultural development are largely

conditioned by the growth in infrastructure facilities which

plays a critical role on both the input and the output fronts.

While on the input front, it helps to ensure timely and

adequate delivery to farmers, on the output front, it helps

to integrate local markets with national and international

markets.  However, one of the most disquiet ing

developments in the agriculture sector during the last two

decades has been the decline in capital formation,

particularly in the public sector. Investments in agriculture

as a percentage of GDP also declined from 1.6 during

1994-95 to 1.3 during 2003-04. The ratio of Gross Capital

Formation in agriculture sector to GDP from agriculture

however, improved from 5.2 per cent during 1994-95 to

5.8 per cent during 2003-04.

1.40 The gross capital formation in agriculture (at 1993-94

prices),  f luctuated between Rs.14,895 crore and

Rs.20,510 crore during the period 1994-95 to 2003-04

(Table 1.7). While the share of private sector investments

in the capital formation in agriculture increased by 9.8

percentage points to 76.8 per cent, the share of public

sector investments declined by the same magnitude

during the period 1994-95 to 2000-01(Chart 1.1).

Thereafter, fluctuations were observed in both public and

private sector investments.

g. Terms of Trade in Agriculture

1.41 The indices of prices received and paid for goods

and services purchased by agriculture sector show that

the deterioration which set in the barter terms of trade

(ToT) during the early seventies, got arrested in the late

eighties and improved somewhat in recent years. The

estimates indicate that ToT improved from 88.7 during

Table 1.7: Gross Capital Formation in Agriculture

(At 1993-94 prices) (Rs. crore)

Year Public Private Total

1994-95 4,947 10,022 14,969
1995-96 4,849 10,841 15,690
1996-97 4,668 11,508 16,176
1997-98 3,979 11,963 15,942
1998-99 3,870 11,025 14,895
1999-00 4,221 13,083 17,304
2000-01 3,927 12,979 16,906
2001-02 4,969 12,250 17,219
2002-03 4,359 13,881 18,240
2003-04* 5,249 13,881 20,510
*Quick Estimates          Source: Economic Survey 2004-05

Chart 1.1
Share of Public and Private Sectors in Capital Formation in Agriculture

( Per cent)Private Sector               Public Sector
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TE (triennium ending) 1981-82 to 105.6 during TE 1991-

92, thereafter it declined to 103.6 during TE 1994-95.

ToT increased again to 105.6 during TE 1997-98 and

declined to 100.9 during TE 2000-01 and finally improved

to 102.5 during TE 2003-04.  Improvement in ToT since

late eighties was mainly due to higher prices realised by

certain agriculture and allied products like raw cotton,

groundnut, coarse cereals, pulses, gur, meat and meat

products and increase of a lower order in the prices paid

for items of final consumption. This happened despite an

increase in the prices of critical farm inputs like fertilizers,

insecticides, electricity for irrigation, diesel and oilcakes.

h. Agricultural Trade

1.42 The share of agriculture exports in total exports of

the country came down to 10 per cent during 2004-05

compared to 11.8 per cent during the previous year.

However, the growth rate of agri-exports increased to 9.1

per cent from 8.5 per cent during the same period.

Commodity-wise, the growth in export performance

(excluding wheat and rice), ranged from a (-) 88.1 per

cent for sugar to 199.6 per cent for other cereals during

2004-05. There was an increase in the exports of basmati

and non-basmati rice, cashew, castor oil, sesame seeds

and shellac. The Foreign Trade Policy 2004-09 announced

several measures to boost agri-exports (Box 1.4).

1.43 The share of food and its related products in total

imports stood at 3.2 per cent during 2004-05 compared

to 4.5 per cent during the previous year. The imports of

cereal preparations, other cereals, sugar, tea and spices

increased while import of pulses, milk and cream,

vegetable oils, etc., declined. Vegetable oils have become

the single largest item of import accounting for 69.5 per

cent of total agri-imports during 2004-05.

i. World Trade Organisation-Latest
Developments

1.44  Trade negotiations at the Fifth Ministerial

Conference of the World Trade Organisation (WTO) at

Cancun, Mexico in September 2003, received a major

set back. However, WTO Members in their General

Council Meeting held in Geneva from 31 July to 1 August

2004, adopted a Framework Agreement, outlining the

elements and principles to guide further negotiations.  In

the meeting, the G-20 alliance, the G-33 alliance of

developing countries on Special Products, the Africa

Group, the ACP (African, Carribbean, Pacific) Group and

the Cairns Group of agricultural exporting countries, were

successful in forcing developed countries in adopting the

Framework Agreement.

1.45 The Framework Agreement explicitly agreed to

eliminate export subsidies by an end date and also

recognised the critical importance of agriculture to the

economic development of developing countries and the

need to enable them to pursue agricultural policies that

are supportive of their development goals, poverty

reduction strategies, food security and livelihood concerns,

Box 1.4
Foreign Trade Policy 2004-09: Agricultural Trade

• Merchandise exports to be raised from US$61.84 billion
during 2002-03 to $150 billion in five years.

• Procedures to be simplified and transaction costs to be
reduced. Special focus areas to be identified to facilitate
development of India as a global hub for manufacturing,
trade and services.

• A new scheme called Vishesh Krishi Upaj Yojna introduced
to boost exports of fruits, vegetables, flowers, minor forest
produce and their value-added products.

• Import of seeds and planting material liberalised. Export
of plant portions, derivatives and extracts liberalised with
a view to promoting export of medicinal plants and
herbal products.

• A new Handicraft Special Economic Zone to be established.

• Biotechnology parks to be set up with all facilities of cent
per cent export-oriented units.

• Development of export infrastructure through reduction
of threshold limit for the towns of export excellence
scheme. In order to qualify, a town now has to have an
annual export turnover of Rs. 250 crore.

• Individual service providers, who earn foreign exchange
of at least Rs.5 lakh, and other service providers, who
earn foreign exchange of at least Rs.1 million, will be
eligible for a duty credit entitlement of 10 % of total foreign
exchange earned by them.

• A new mechanism for speedy reddressal of grievances of
trade and industry has been developed and put into place
through Government resolution.
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including through instruments such as, Special Products

and a new Special Safeguard Mechanism against likely

import surges. The Agreement, thus, provided a useful

basis for further negotiations on detailed modalities that

could help to create market access opportunities for farm

products of export interest and safeguard small and

vulnerable producers.

j. Agricultural Marketing

1.46 Various central government organisations viz.,

Commission for Agricultural Costs and Prices, Food

Corporation of India, Cotton Corporation of India, Jute

Corporation of India, regulated markets and specialised

marketing boards for rubber, coffee, tea, tobacco,

spices, coconut and horticultural products, etc., operate

in rural areas to support agricultural marketing in terms

of establishing infrastructure and setting-up rural

warehouses. These organisations are further assisted

by network of co-operatives at the local, state and

national levels.

1.47 To make agricultural marketing system more

vibrant and competitive, an Inter-Ministerial Task Force

on Agricultural Marketing Reforms set up in 2002 in its

report made certain major recommendations, viz., (i)

amendment to State Agricultural Produce Marketing

Committee (APMC) Act for promotion of direct marketing

and contract farming, (ii) development of agricultural

markets in private and co-operative sectors, (iii) stepping

up of pledge financing, (iv) expansion of the future trading

to cover all agricultural markets, (v) introduction of

negotiable warehouse receipt system, and (vi) use of IT

to provide market led extension services. Further, to

promote private participation in agricultural marketing,

GoI drafted a 'Model Act' on the lines of which 18 State

Governments/UTs have initiated action so far and are

amending their State APMC Acts.

1.48 The introduction of futures trading in agricultural

commodities also gathered momentum during 2004-05

and performed well in terms of volumes, participation,

number of commodities traded, etc. National Commodity

and Derivatives Exchange (NCDEX), traded agriculture

commodities worth Rs.91,470 crore (upto November

2004) mainly in oilseeds, guar seed, rubber, pepper,

turmeric, wheat, cotton, etc.

k. Procurement and Stock of Foodgrains

1.49 The procurement of foodgrains increased to 36.7

million tonnes during April-January 2004-05, from 32.5

million tonnes during the same period of the previous

year. The procurement of wheat increased to 16.9 million

tonnes from 15.8 million tonnes (by 7%) and that of paddy

increased to 19.8 from 16.7 million tonnes (by 18.6%)

during the same period. The level of foodgrains stock

declined to 19.4 million tonnes as at end February 2005

from a level of 22.1 million tonnes as at end January

2004. The reduction was due to exports and higher

releases for BPL people. The foodgrains stock, however,

still remained above the norm of 16.2 million tonnes (12.2

million tonnes of rice and 4 million tonnes of wheat) of

minimum buffer stock required as on 1 April 2005.

l. Changing Pattern of Food Consumption

1.50 The various rounds of survey on consumer

expenditure conducted by the NSSO during the period

1972-73 to 1999 revealed that over the period the

consumption pattern has changed significantly towards

high value food items, more pronounced in rural areas

compared to urban areas. The shift is significant in the

case of foodgrains consumption on which expenditure

declined by 19 percentage points in rural areas compared

to a decline of 10 percentage points in the urban areas

during the period (1972-1999). Consumption expenditure

has, however, improved in favour of fruits and vegetables

(4.3 and 5.7 percentage points in rural and urban areas,

respectively) and milk, meat, egg and fish (7 and 5

percentage points in rural and urban areas, respectively).

H. Agriculture- Allied Sectors

a. Livestock and Poultry

1.51 India maintained its position as the largest

producer of milk and increased production by 13 per

cent over 2000-01 to 91 million tonnes during 2004-05,

and aims to achieve the National Vision of producing
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96 million tonnes by 2010. Per capita daily availability

of milk has also been increasing over the years and

reached 232 gms during 2004-05. Livestock sector

produced 48.5 million kgs. of wool and 6 million tonnes

of meat during 2003-04. During 2002-03, the value of

output from livestock at Rs.1,56,080 crore, accounted

for 5.4 per cent of total GDP. The total export earning

from livestock and related products were Rs.4,734 crore

during 2003-04, out of which leather sector accounted

for Rs.2,568 crore and meat and meat products

accounted for Rs.1,694 crore. In 2004 (April- October),

export of milk and dairy products was recorded at

US$ 16.4 million.

1.52 Eggs production in the country increased from 40.4

billion during 2003-04 to 41 billion during 2004-05.  The

share of production and marketing of the organised

poultry sector was about 70 per cent, which got a boost

as a result of the initiatives taken by Central Poultry

Breeding Farms. A new centrally sponsored scheme

'Assistance to State Poultry Farms' is  also being

implemented during the Tenth Five Year Plan. Attempts

are also being made to strengthen the contribution of the

unorganised sector by promoting backyard poultry. In

order to prevent the ingress of Avian influenza (bird flu)

in the country and restore consumer confidence in the

wake of the outbreak of such disease in South and South-

East Asian countries during January 2004, GoI took

several steps including complete ban on import of poultry

and poultry products from infected countries, setting

border posts with neighbouring countries, etc.

1.53 The production of major livestock products (milk

and eggs) has shown continuous increase during the

period 1997-2005 with per annum growth in production

of milk and eggs at 3.3 and 6 per cent, respectively. The

production of foodgrains, however, showed a fluctuating

trend during the same period and the growth was even

negative during 2000-01, 2002-03 and 2004-05.

b. Fisheries

1.54 India is the third largest producer of fish and

second largest producer of inland fish in the world. The

fishery sector accounted for 1.1 and 5.4 per cent of the

tota l  GDP and GDP f rom agr icu l ture  sec tor,

respectively, during 2003-04. Fish production reached

a level of 6.4 million tonnes during 2003-04, comprising

3 million tonnes of marine fish and 3.4 million tonnes

of inland fish. The potential for fish production from

marine and inland sources has been estimated at 3.9

million tonnes and 4.5 million tonnes, respectively.

Though in terms of value, the fish production accounts

for only 3 per cent of the food production of the country,

earnings from fishery export (US $ 1,425 million) forms

24 per cent of the exports from agriculture sector (US

$ 6,013 million).

Sheep rearing as an allied activity
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With the objectives of facilitating development and

ensuring prosperity in the rural sector, NABARD continued

to support initiatives related to watershed development,

integrated development of backward areas, promotion of

cultivation of medicinal crops, Agri-Export Zones,

agri-clinics and agri-business centres, contract farming,

bio-fuels, non-farm activities, improving the outreach of

the rural credit delivery system through Micro-Finance

institutions/Self-Help Groups (SHGs), women empowerment,

environmental protection, human resource development

in the rura l  banking sec tor  and research and

development activities in the agriculture and rural

sector. Some of the important initiatives taken by the

Bank and support extended by it to various developmental

programmes of GoI and state governments are highlighted

in this section.

Farm Sector

A. Watershed Development

2.2 The  wate r shed  deve lopment  p rogramme

received a boost  wi th the es tab l i shment  of  the

Watershed Development Fund (WDF) in NABARD

during 1999-2000, with a corpus of Rs.200 crore. The

WDF has been augmented by NABARD by Rs.71.33

crore by means of the interest differentials on RIDF

from banks during 2004-05 and the total amount

reached the level of Rs.429.14 crore as on 31 March

2005. The watershed development programme

envisaged the coverage of 100 districts against which

120 have been identified/selected from 11 states. Projects

under the programme are being implemented in two

phases, viz., the capacity building phase (CBP) and the

full implementation phase (FIP). During the year, 78

watershed projects involving grant assistance of Rs.3.91

crore were sanctioned under CBP. With this, the

cumulative number of projects sanctioned under CBP,

as on 31 March 2005 stood at 352, involving grant

assistance of Rs.17.03 crore. These projects will cover

0.32 lakh ha. during CBP and 3.37 lakh ha. on entering

the FIP. During the year, 64 projects entered FIP taking

the total number to 101, and a grant assistance of Rs.54

lakh was sanctioned for preparation of project feasibility

reports in respect of 63 projects. An amount of Rs.7.33

crore has been disbursed under the programme,

including Rs.1.96 crore as loan to state governments

during the year, taking the cumulative disbursements

to Rs.18.80 crore.

B. Integrated Development of
Backward Blocks

2.3 NABARD launched the Pilot Project for Integrated

Development (PPID) of ten backward blocks in five states

through the convergence of various credit  and

development programmes in July 2003 (Box 2.1).

2.4 The planning and review workshop organised for

PPID blocks during the year revealed that PPID as a

development model for backward blocks had already

made a mark at the grassroot level and attracted the

II Development Initiatives

Water harvesting structure under watershed development
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attention of policy planners. Taking a cue from this,

Government of Gujarat initiated measures to implement

a programme on similar lines in selected blocks of the

state. These blocks have achieved better results in respect

of poverty alleviation initiatives such as SHG-bank linkage

programme, Swarnajayanti Gram Swarozgar Yojana,

entrepreneurship development and employment

generation through non-farm sector (NFS) promotional

programmes, watershed development, replication of wadi,

promotion of bamboo clusters, infrastructure development

for communication and post harvest handling, formation

of farmers’ clubs, and enhanced credit flow.

2.5 In view of the success of PPID as an effective tool

for accelerating the development process in identified

blocks, it is being extended to 40 more blocks, i.e., 25

blocks in five more states, viz., Chhattisgarh, Jharkhand,

Orissa, Uttaranchal and West Bengal and 15 new blocks

in the five states already covered under the programme,

taking the total to 50 blocks.

C.   ICT Initiatives - ITC's e-Choupal

2.6 The e-Choupal, promoted by ITC Ltd., a multi-

product agro-business corporate, is an information

technology (IT) enabled initiative aimed at providing

guidance to farmers through readily accessible on-line

knowledge on scientific farm practices, weather conditions

and relevant market information including real time

market linkage. They serve about 4-5 contiguous villages

and are managed by leading farmers in the villages called

'Sanchalaks'. NABARD has been closely associated with

the project since 2002. More than 5,200 e-Choupals,

covering around 20,000 villages in six states, viz., Andhra

Pradesh, Karnataka, Madhya Pradesh, Maharashtra,

Rajasthan and Uttar Pradesh have been established so

far. Nearly 10 million farmers spread over one lakh villages

in 15 states will be covered through 20,000 e-Choupals

in the next few years.

2.7 NABARD has suppor ted a project  ent i t led

'Diagnostics for e-Choupal' by ITC Ltd., in Madhya

Pradesh with grant assistance of Rs.9 lakh. The

objective of the project is to develop an IT based

practical handbook and diagnostic tools for production

and protection of major crops of the region with the

help of experts from Agriculture Universities. ITC Ltd.,

with this support, has brought out video films in CDs

cover ing bes t  prac t ices  on so i l  sampl ing,  seed

germination test and soyabean cultivation for the

benefit of farmers, during the year.

2.8 NABARD, on a pi lot basis, has sanctioned

Revolving Fund Assistance (RFA) to 20 identified

Sanchalaks of e-Choupals to enable them to stock inputs

for soyabean crop in close coordination with ITC-IBD in

Madhya Pradesh, in order to create a demonstrative effect

to convince bankers that the financing of Sanchalaks is a

bankable proposition.

D.   Agri-Export Zones

2.9 With a view to taking advantage of the new

international trade environment, GoI, through Agricultural

and Processed Food Products Export Development

Authority (APEDA), had earlier established 48 Agri-Export

Zones (AEZs). During the year, 12 new AEZs were

approved by APEDA covering 36 new districts for

promoting 11 crops which include spices, cashew, tea,

fruits, medicinal plants and pulses. With this, the number

of approved AEZs has gone up to 60, spread over 20

states. In all, 35 crops were identified for promotion in

these zones. Of the 230 districts under AEZs, 159 districts

are covered by DDM offices. The total investment

committed under the AEZ programme by all agencies

stands at Rs.1,724 crore, including private investments

of Rs.970 crore.

Box 2.1
PPID- Blocks Selected

State District/s Block/s

Andhra Pradesh Mehboobnagar Tadur
Gujarat Panchamahal Jambughoda

Dahod Garbada

Karnataka Bidar Aurad
Raichur Deodurg

Belgaum Ramdurga
Gadag Ron

Maharashtra Aurangabad Khultabad
Ahmednagar  Parner

Tamil Nadu Ramanathapuram Paramagudi
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2.10 During the year, regular meetings with APEDA and

EXIM Bank were organised to review the progress of

implementation in AEZs and to consider further policy

changes. Monitoring studies were taken up by NABARD

in association with APEDA and BIRD. State as well as

district level workshops were organised for an interface

between entrepreneurs and farmers at the grassroots.

Further, NABARD also organised sensitisation workshops

on AEZs for its officers and client banks at NBSC and

BIRD, Lucknow, respectively.

2.11 To promote agri-exports, NABARD extended

refinance facility at soft interest rates to all client

institutions and for activities covered under AEZs. In order

to give a fillip to the implementation of the programme,

NABARD has taken promotional initiatives, such as

preparation of banking plans, bringing out publications

for the benefit of stakeholders and financial interventions

like developing loan products covering cost of production

and post harvest management. The various initiatives

taken resulted in disbursement of refinance to the tune of

Rs.437 crore under AEZs for various crops during 2004-05,

as against Rs.343 crore during the previous year.

E. Development of Bamboo Farming

2.12 In consonance with the action plan prepared by

National Mission on Bamboo Technology and Trade

Development for upgrading the bamboo economy,

NABARD has accorded special status to this sector.

NABARD aims at developing bamboo farming, processing

and marketing as a mainstream activity by changing the

'forestry mindset' into 'farm mindset'. To streamline

operational and policy issues, the Bank has constituted a

'Bamboo Cell' at its HO and prepared a document

highlighting interventions to be undertaken in four broad

areas, viz., policy and promotion, financial assistance,

capacity building and networking. The policy has also

suggested state specific strategies and action plans for the

promotion and development of bamboo cultivation, which

include identification of surplus and deficit areas of

bamboo production, industrial catchments and promotion

of use of bamboo and its products. It is envisaged to

provide credit support for the development of bamboo over

an area of 1 lakh ha. with an estimated investment of

Rs.200 crore annually.

F. Medicinal and Aromatic Crops

2.13 In accordance with GoI policy, NABARD initiated

measures to promote the cultivation of Medicinal and

Aromatic Crops (MACs). These include, preparation of

state-wise directories of manufacturers and traders and

formulation of 45 bankable model schemes of high

demand species. Being a thrust area, NABARD is also

promoting the cultivation of MACs in AEZs. In order to

sensitise financial institutions, NGOs and farmers towards

cultivation of MACs, several programmes, in collaboration

with reputed institutions, were organised. The unit cost/

scale of finance for MAC cultivation has been fixed at the

state level and all banks extending loans for cultivation of

MACs are eligible to avail cent per cent refinance with

interest rate at the lowest slab.

2.14 To ensure a stable market and remunerative prices

for MACs grown by farmers, NABARD initiated dialogues

with corporate houses such as Reliance Life Sciences,

GUFIC, Keva Biotech, Natural Remedies, Zandu

Pharmaceuticals, Healthy Herbals, etc.

2.15 A one-day Nat ional  Consul tat ive Meet on

Medicinal, Aromatic and Herbal Crops was organised

in May 2004, involving 160 stakeholders.  The

programme resulted in the formation of stakeholder-wise

action plans for promotion of such crops. A core group

consisting of key players has been constituted to monitor

the action plans. Many commercial banks have allocated

resources in their credit plans for suppor ting the

cultivation of MACs.

Architectural construction from bamboo
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G. Bio-Fuels

2.16 On account of constantly rising demand for energy

and the prohibitive cost of importing fossil fuel, bio-fuel

from Jatropha and other Tree Borne Oil Seeds (TBOs),

as an alternative resource, is gaining acceptance both

globally and locally. With a view to promote the

production of eco-friendly, renewable energy crops,

Planning Commission, GoI and NABARD have decided

to promote Jatropha cultivation on wastelands in forest

and non-forest areas through institutional credit. It is

planned to support one lakh ha. of wasteland annually

under Jatropha plantation, involving institutional finance

of Rs.200 crore.

2.17 NABARD is developing a policy framework and

bankable models to promote bio-fuels. The Bank is also

closely associated with National Oilseeds and Vegetable

Oil Development Board, the nodal agency of GoI, for

promoting bio-diesel. Besides undertaking field studies

in areas having different agro-climatic conditions and

interacting with scientists from ICAR and CSIR working

in the field, NABARD provided a platform for interaction

among concerned stakeholders.

H. Critical Issues Confronting Farmers -
National Consultative Meet

2.18 Owing to the growing concern of opinion leaders,

policy makers and bankers on the increasing reports of

farmers' suicides in certain parts of the country, and the

media's attention, NABARD took a serious note of the

developments. In its efforts to understand and analyse

the ground level realities and secure an insight into the

critical issues faced by farmers in general and small,

marginal, tenant farmers/share croppers in particular, the

Bank organised Farmers' Meets in selected districts of

seven states (Andhra Pradesh, Karnataka, Kerala,

Maharashtra, Punjab, Orissa and Rajasthan) with the help

of resource persons from reputed local NGOs. The issues

that emerged from such Meets were further deliberated

at a two-day National Consultat ive Meet by al l

stakeholders, viz . ,  bankers, government officials,

academicians, NGOs, national level developmental/

promotional agencies, private corporates engaged in input

supply, representatives from farmers' organisations and

progressive farmers themselves. Chief Ministers, CMDs

of banks and private corporate houses were requested to

take suitable initiatives on the action points that emerged

during the Meet to mitigate the hardship caused to farmers

and also reorient them to the emerging needs.

I. Public Private Partnership -
Involvement of Private Corporates

2.19 With increasing involvement of the private sector

in supporting developments in agriculture, NABARD

invited select corporate houses to explore the possibilities

of collaborating with them in specific programmes like

agri-clinics and agri-business centres, contract farming,

farmers' clubs, etc., and involve them in the implementation

of these programmes for the benefit of farmers.

2.20 To further such initiatives, the Corporate Relations

Cell (CRC) constituted by NABARD at HO, Mumbai,

continued to collaborate with Public Sector Enterprises

to implement their Corporate Social Responsibility

programmes and entered into negotiations with BHEL,

Coal India Ltd. and Kudremukh Ore Ltd. The negotiations

init iated during 2003-04 with BPCL and HPCL

culminated in the firming up of an MoU with BPCL.

Collaboration with HPCL for synergising the Kisan Credit

Card and agri-clinics and agri-business centre schemes

with their Hamara (our) Pump scheme is in the offing.

Further, a proposal under Providing Urban Amenities in

Rural Areas (PURA) model, as conceived by His

Excellency, the President of India, was formalised for

Lemon Grass Cultivation
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implementation in two states. The Cell also initiated the

process of discussions with private sector corporates to

explore areas of mutual interest for the development of

rural areas.

J. National Level Commodity
Exchanges - NABARD's Participation

2.21 In an increasingly l iberal ised environment,

commodity market offers a market based instrument to

the farming community for managing risk and uncertainty.

NABARD is keen to participate actively in fostering

efficient spot and futures agriculture markets. NABARD

has become a par tner and is par ticipating in the

management and equity of major national level

commodity exchanges, so as to strengthen further the

marketing infrastructure in the country. Accordingly,

NABARD has contributed Rs.4.50 crore and Rs.1.25 crore

to the equity of National Commodities and Derivatives

Exchange (NCDEX) and Multi-Commodity Exchange

(MCX), respectively.

K. Capacity Building for Adoption of
Technology

2.22 NABARD has been instrumental in facilitating the

adoption of new/upgraded technology by farmers/

entrepreneurs to promote increased productivity and

production. The Hon'ble Union Finance Minister, while

announcing the policy for doubling of credit for agriculture,

desired that NABARD may implement a special package

to promote technology upgradation in agriculture, agro-

processing and agro-biotech which, inter alia, includes

concessional finance and support for dissemination of

technology. Keeping this in view, NABARD has devised

a special scheme, viz., 'Capacity building for Adoption

of Technology' (CAT) through exposure visits and training

of farmers. The objective of the scheme is to sensitise

farmers, preferably marginal, small and tribals, to enable

them to adopt proven technologies for agriculture

developed by research institutes, corporate houses,

NGOs, progressive farmers/entrepreneurs. The entire cost

towards such visits/programmes will be supported by

NABARD out of its Rural Promotion Corpus Fund (RPCF).

During the year, exposure programmes for 1,188 farmers

were conducted on tissue culture, vermiculture, organic

farming, poly house technology, commercial dairy, etc.,

in collaboration with select research institutes, Agriculture

Universities, NGOs and KVKs.

L. Initiatives for Tribal Development

2.23 Owing to the historical,  socio-cultural and

geographical situation of tribals and the complexities of

their way of life, the generalised approach adopted by

various agencies for achieving sustainable development

of the tribal population has not been successful. The

experience of the Adivasi Development Programme

through 'wadi' (small orchard) approach (supported by

KfW, Germany), first launched in Gujarat in 1995 and

extended to Maharashtra in 2000, was however, found

to be very effective in creating sustainable livelihood for

tribal families. With a view to replicating the programme

and spreading the message of wadi in other tribal

dominated areas of the country through various agencies,

NABARD has created a Tribal Development Fund (TDF)

with an initial contribution of Rs.50 crore. The Planning

Commission, Ministry of Tribal Affairs and Ministry of

Agriculture, GoI have also been requested for

contributions to augment the Fund.

2.24 Projects under TDF would be implemented

through NGOs. Financial support would be provided out

of TDF to enable tribal families to establish wadi and

other sustainable micro-enterpr ises.  In case of

participation by state governments, they would be

Tribal women engaged in mirror work
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required to contribute 50 per cent of the project cost.

Provision has also been made to provide loans to state

governments out of this Fund.

M. Biotechnology Venture Fund

2.25 NABARD has agreed to contribute Rs.5 crore to

Andhra Pradesh Industrial Development Corporation-

Venture Capital Ltd., Hyderabad, a joint sector company,

for investing in Biotechnology Venture Fund covering

areas of agriculture, bio-pesticides, bio-fertilizers, dairy,

health care services and industrial environment, etc. An

amount of Rs.2 crore has been released so far.

N. Cattle Development Projects
2.26 Ministry of Rural Development (MoRD), GoI, has

sanctioned two projects for setting-up of 100 Cattle

Development Centres (CDCs) each in Bihar and Uttar

Pradesh to be implemented through BAIF, Pune with

financial support of Rs.26.52 crore for a period of five

years. NABARD has been designated 'facilitator' of the

project for providing guidance, channelising funds and

monitoring. During the year, 93 CDCs in Uttar Pradesh

and 73 CDCs in Bihar have started functioning.

O. Contract Farming and Agriculture
Marketing

2.27 Contract farming arrangements for different types

of crops, viz., sugarcane, cotton, vegetables, coffee, tea

and foodgrains are already in vogue. In order to harness

this potential, NABARD took the important initiative of

suppor ting contract farming arrangements by the

banking sector in AEZs. It extended financial support

for conducting a comprehensive study by Maharashtra

Economic Development Council (MEDC), Mumbai on

contract farming and suitable follow-up action on the

findings of the study is being initiated.  The National

Agricultural Policy of the GoI and the Inter-Ministerial

Task Force on Agricultural Marketing Reforms have

recognised the increasing importance of contract farming

in agri-business and its significance to small farmers.

2.28 NABARD has developed a special refinance

package for contract farming arrangements (within and

outside AEZs) aimed at promoting increased production

of commercial crops and creation of marketing avenues

for farmers. During 2004-05, refinance of Rs.774 crore

was disbursed for contract farming. NABARD will

continue to support banks towards financing such

arrangements and also provide necessary support for

sensitisation initiatives.

2.29 NABARD is represented in the Working Group on

Warehouse Receipts and Commodity Futures set up by

RBI and national level Task Forces set up by the

Confederation of Indian Industries (CII) on: (i) Contract

Farming and (ii) APMC Act / Private Mandies.

P. Organic Farming

2.30 Recognising the vast potential of organic farming,

NABARD has identified it as a thrust area and has initiated

measures, such as preparation of model schemes,

popularisation of use of bio-pesticides, vermi-composting,

softer interest rates on refinance and cent per cent

refinance support to banks for financing organic farming

projects. The Bank has also initiated a dialogue with

APEDA and the Commodity Boards for branding,

certification, etc., of organic farm products and will

coordinate with these agencies for meeting the credit

needs of organic agriculture for export markets.

2.31 During 2004-05, an interactive meet on promotion

of organic farming and bio villages was organised in West

Bengal. A study on the cultivation of organic tea taken

up by NABARD in and around Darjeeling during the year

has confirmed the prospects of promoting replantation of

gardens with organic culture and conversion of established

estates having poor productivity to organic tea gardens

through bank finance. NABARD will also support

initiatives on awareness creation through workshops/

seminars and skill building through suitable training

programmes and in developing a package of practices

for organic cultivation.
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Q. Agro-Processing

2.32 NABARD was actively involved in national level

policy initiatives for the agro-processing sector during

the year. The Sub-Group on Investment Credit and

Marketing Support set up by Ministry of Food Processing

Industries (MoFPI), GoI was chaired by NABARD. The

Bank also par t ic ipated in national consultat ions

organised by the MoFPI to firm up the draft National

Food Processing Policy - 2005 and the vision document.

R. Farm Innovation and
Promotion Fund

2.33 In order to extend financial support for promoting

various innovative initiatives being taken up in the field

of agriculture and related areas by NGOs, research

institutes, Agriculture Universities, KVKs, individuals, etc.,

NABARD created a Farm Innovation and Promotion Fund,

with an initial corpus of Rs.5 crore. The Fund envisages

supporting initiatives to bring about innovations in farm

technology, develop new concepts in agriculture and

prototypes, under take market survey for potential

assessment of new activities, acquire/obtain patents for

innovative technology, disseminate information relating

to new products, innovations in IT, innovative ideas-

technological and managerial, in farm sector.

S. Integrated Watershed
Development in South Bihar

2.34 The Planning Commission has entrusted NABARD

with a project to implement participatory watershed

development in eight districts of South Bihar in association

with NGOs, watershed committees, SHGs, etc. An amount

of Rs.60 crore has been allocated for the programme. The

project envisages the development of 80,000 ha. of

wasteland in Aurangabad, Banka, Bhabhua, Gaya, Jamui,

Munger, Nawada and Rohtas districts on the pattern of

IGWDP and WDF programmes.

Rural Non-Farm Sector

A. Rural Promotion Corpus Fund

2.35 The Rural Promotion Corpus Fund (RPCF)

established by the Bank in 1995, with a corpus of Rs.61.81

crore under the aegis of Swiss Agency for Development

and Cooperation (SDC) aims at promoting investments

in the rural non-farm sector (RNFS). All promotional

programmes, which help establish viable enterprises and

provide sustainable employment in rural areas, are eligible

for assistance from the interest accrued from the Fund.

During the year, an amount of Rs.9.99 crore was disbursed

to NGOs/promotional agencies. So far, NABARD has

sanctioned Rs.84.01 crore to NGOs, VAs, Banks and other

developmental agencies, of which an amount of Rs.61.58

crore was released as grant assistance. The promotional

efforts towards some of the important activities supported

under the Fund are briefly highlighted in this sub-section.

B. District Rural Industries Project

2.36 NABARD had launched the District Rural Industries

Project (DRIP) on a pilot basis during 1993-94 in five

districts with the objective of demonstrating that intensive

promotional activities under NFS can create sustainable

employment oppor tunities in rural areas through

enhanced credit flow to this sector. The project is being

reinvigorated in these districts to maximise the benefits

and necessary thrust is being bestowed by facilitating

various promotional interventions. Encouraged by the

success, 75 more districts in 20 states were covered in a

phased manner taking the cumulative number to 80 as at

end March 2005. It is planned to cover 26 more districts

during 2005-06.

2.37 As part of the DRIP strategy, it has been decided

to adopt one Gram Panchayat from each DRIP district

for intensive development by implementing all existing

promotional interventions and to focus on marketing

related activities, handicrafts, handloom, other rural crafts,

etc., in such districts.

2.38 The impact created in the districts covered under

the project in various phases (Table 2.1/Box 2.2) revealed

that there was significant increase in credit flow and
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Table 2.1: Impact of DRIP

(Rs.crore)

Phase Particulars

GLC Refinance disbursed Units set up (lakh) Employment generation*

Phase I (5 districts)
1993-94 26.52 7.93 0.09 0.19
2003-04 162.77 45.67 0.21 0.69
Cumulative (1993-04) 1,126.43 314.37 2.35 5.38

Phase II (9 districts)
1999-00 147.21 31.22 0.19 0.37
2003-04 249.07 39.80 0.39 1.03
Cumulative (1999-04) 1,112.64 179.92 1.38 2.71

Phase III (8 districts)
2001-02 277.84 43.14 0.19 0.54
2003-04 330.39 100.12 0.22 0.54
Cumulative (2001-04) 867.23 220.58 0.63 1.55

Phase IV (20 districts)
2002-03 756.39 109.16 0.72 1.40
2003-04 1,290.98 156.37 0.81 1.41
Cumulative (2002-04) 2,047.37 265.53 1.53 2.81

Phase V (21 districts)
2003-04 896.25 129.05 0.64 1.15

Cumulative 6,049.92 1,109.45 6.53 13.60

GLC- Ground Level Credit Flow * Lakh Persons

employment opportunities in these districts. The ground

level credit flow to NFS activities in 63 DRIP districts

aggregated Rs.6,049.92 crore. In all, 6.53 lakh units have

been set up, generating employment opportunities for

13.60 lakh persons by March 2004.

C. Strengthening of Rural Haats

2.39 The 'Scheme for Strengthening of Rural Haats' was

introduced in 1999 to facilitate the marketing of rural non-

farm products, in DRIP districts. During 2004-05, grant

assistance of Rs.13.64 lakh was sanctioned for

strengthening five rural haats - three in Andhra Pradesh

and one each in Chhattisgarh and Karnataka. So far,

Rs.41.09 lakh has been sanctioned for supporting 19 rural

haats in various states. During 2004-05, seven haats

became operational,  taking the total  number of

operational haats to ten. The haats have not only helped

boost the sale of farm/non-farm products but have also

led to increase in sales turnover and realisation of steady

income to traders/vendors. The social impact was also

visible in the form of improved drinking water and

sanitation facilities and decrease in anti-social activities.

D. Development of Rural Clusters

2.40 During 2004-05, a bamboo cluster in Kangra,

Himachal Pradesh was launched, taking the cumulative

number of clusters launched under National Programme on

Rural Industrialisation (NPRI) to 56 and grant assistance of

Rs.16.33 lakh was released to nodal agencies/NGOs for

implementing need-based promotional programmes in these

Box 2.2
Mid-Term Evaluation of DRIP

With a view to evaluating the progress under the project and
drawing lessons therefrom, a mid-term evaluation was
conducted in four districts, viz., Bhatinda, Palakkad, Sitapur
and Ujjain where the project has been implemented for 3
years. It was revealed that:

• GLC flow to NFS increased at a faster rate in all DRIP
districts as compared to non-DRIP districts during the
period 2000-03.

• The share of NFS in overall priority sector lending has
increased.

• There was substantial increase in employment generation
in the post DRIP period.

• The recovery performance of banks in NFS activities
in DRIP districts was better than that in non-DRIP districts.

• Training programmes conducted for Primary Lending
Institutions helped bankers improve the quality of
appraisal of loan proposals.
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clusters. As part of its cluster development initiative, NABARD

assisted in patenting the design of Pochampally Ikat under

Geographical Indications Act, which would benefit about

18,000 Pochampally weavers. NABARD would also develop

50 additional clusters in partnership with other agencies

and take up intensive development of five clusters over a

period of five years, exclusively with the Bank's involvement,

focusing on agro-based, food processing, manufacturing/

industrial activities, handlooms and handicrafts.

E. Rural Entrepreneurship Development

2.41 Rural Entrepreneurship Development Programme

(REDP), introduced in the early nineties on an

experimental basis as a promotional programme and

capacity building measure for rural unemployed youths

to enable them set up their own enterprises, has emerged

as a successful model for employment generation in rural

areas. During the year, 666 REDPs were supported, covering

13,382 persons and involving grant assistance of Rs.4.36

crore. So far, 6,247 REDPs have been conducted covering

1.70 lakh persons and involving Rs.27.02 crore as grant

assistance. This has enabled 56,758 persons to establish

enterprises (33% success rate) in rural areas as on 31

March 2004 (Chart 2.1). In order to ensure greater impact,

the programme has been institutionalised by associating

Rural Development and Self-Employment Training

Institutes (RUDSETIs) and banks in conducting training

programmes (Box 2.3). During the year, NABARD also

initiated REDPs for ex-servicemen (Box 2.4).

Box 2.3

Institutionalisation of REDPs - Partnership with Banks

Absence of credit linkage has been the main hurdle in
transforming skilled personnel into successful entrepreneurs,
owing to the fact that most of them are first generation
entrepreneurs and banks are apprehensive of the adequacy
of skill possessed by them. To overcome this problem,
NABARD has been promoting the RUDSETI model, whereby,
the training centre and commercial banks together help the
educated rural unemployed to set up self-employment units.
A few commercial banks, viz., (Andhra Bank, Bank of Baroda,
Bank of Maharashtra, Bank of India, Canara Bank,
Corporation Bank, Punjab National Bank, State Bank of India,
Syndicate Bank, etc.), have set up training centres either on
their own or in collaboration with reputed Trusts for providing
training in entrepreneurial development. NABARD has been
actively involved with these institutes, sharing both training
and operational expenditure and is also associated with a few
RRBs in conducting REDPs based on the RUDSETI model.

Chart 2.1
Progress under REDPs
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F. Skill Upgradation of Handloom
Weavers

2.42 The scheme for Skill Upgradation and Design

Development of Handloom Weavers (SUDHA) was

introduced in 2002 to assist members of Primary

Weavers' Co-operative Societies (PWCS), registered VAs/

NGOs and other promotional agencies involved in the

domestic and global promotion of the handloom sector

so as to tap the high market potential for handloom

products. So far, an aggregate grant assistance of

Rs.10.71 lakh has been sanctioned to four agencies in

Assam, Punjab, Haryana, Tamil Nadu and Tripura under

the scheme. The Tamil Nadu Handloom Weavers'

Co-operat ive Society Ltd.  (Co-optex),  Chennai,

conducted training programmes on design development

in associat ion with National Inst i tute of Design,

Bangalore, during the year.

G. Women Empowerment

a. Assistance to Rural Women

2.43 Assis tance to Rural  Women in Non-Farm

Development (ARWIND) scheme was introduced in 1993

for meeting both promotional and credit needs of women

entrepreneurs supported by VAs/NGOs, co-operatives

and other registered institutions. Five projects involving

grant assistance of Rs.3.03 lakh were sanctioned during

the year, taking the total number of projects sanctioned

to 133, covering 9,973 women entrepreneurs and

involving grant assistance of Rs.302 lakh.

b. Assistance for Marketing of Non-
Farm Products

2.44 Recognising the importance of marketing in any

enterprises, NABARD launched MAHIMA (Marketing of

Non-Farm Products of Rural Women), a scheme aimed

at supporting agencies engaged in marketing of products

in rural areas, in 1997. During the year, six projects

involving grant ass is tance of  Rs.2.93 lakh were

sanctioned taking the cumulative support under the

scheme to Rs.62.19 lakh covering 32 projects.

c. Development of Women through
Area Programme

2.45 Development of Women through Area Programme

(DEWTA) is an approach to promote women specific

activities and clusters with the objective of generating

Box 2.4
REDP for Ex-Servicemen: NABARD-ARC Initiative

NABARD, on a pilot basis, sanctioned grant assistance of
Rs.4.80 lakh to Assam Regimental Centre (ARC), Shillong
for conducting 4 REDPs covering 120 participants. The
project was initiated by NABARD so as to enable ex-
servicemen take up a second career after retirement, as on
an average 1,200 soldiers (in the age group of 35-45 years)
after minimum 15 years of service retire every year from
the Regiment and also to support war widows. The success
of these programmes would facilitate NABARD's association
with similar programmes in respect of other Regiments. The
programmes focused on ( i )  impar t ing necessary
entrepreneurial and managerial skills to equip them to take
up entrepreneurship act iv i t ies ,  ( i i )  promoting se l f -
employment and income generating activities in farm/non-
farm sectors supported through loans from the banking
sector and (iii) providing counselling for transition from army
to civilian environment. The programmes were conducted
by the Assam Regiment Welfare Association with the
objective of rehabilitating ex-servicemen with gainful
employment in existing and emerging areas, keeping in view
the apt i tude,  potent ia l  act iv i t ies  for  employment,
infrastructure available, scope for rehabilitation with
financial assistance from banks, etc. The activities covered
ranged from agriculture (floriculture/mushroom/ cane and
bamboo/integrated farming, etc.) to the allied (dairy/
pisciculture/rabbit rearing) and services (welding/fabrication/
carpentry/tailoring/weaving) sectors. The long-term strategy
is to develop ARC as a training establishment for soldiers
on the verge of  ret i rement and upgrade exis t ing
infrastructural facilities in the centre.

REDP - Training in Phullkari Work
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employment through entrepreneurship and assisting in

setting-up of sustainable enterprises. The programme aims

to address various needs of women, identified by women

themselves, through capacity building, networking and

convergence of services for focused implementation and

visible impact. Under the programme, an amount of

Rs.31.98 lakh was sanctioned to three RRBs (Aligarh, Sree

Anantha and Rushikulya RRBs), for addressing training/

skill upgradation and other capacity building needs of

3,271 women over a period of three years ending

31 October 2006. During the year, 519 women

entrepreneurs were extended bank loan of Rs.58.08 lakh.

d. Women Development Cells

2.46 To facilitate focussed and strategic interventions

for enhancing the access of rural women to formal

credit, a scheme providing grant support for a period

of 3 years for setting-up of Women Development Cells

(WDCs)  in  RRBs and co-operat ive  banks  was

in t roduced in  1995.  Based on a  rev iew of  the

per formance of  WDCs,  a  modi f ied scheme for

supporting these cells was formulated. During the year,

nine RRBs were sanctioned financial assistance under

this scheme. So far, 75 RRBs, 27 DCCBs, 4 SCBs and

3 SCARDBs have been supported under the earlier and

modified schemes for establishment of WDCs. As on

31 March 2005, 40 WDCs (31 RRBs and 9 DCCBs)

were functioning. Grant assistance of Rs.17.90 lakh was

sanctioned to the banks during the year, taking the

cumulative sanction to Rs.370 lakh.

H. Marketing / Other Initiatives

2.47 NABARD has been extending financial support

for arranging exhibitions/melas to enable artisans/

craftsmen to exhibit and sell their products, besides

ge t t i ng  an  i n s i gh t  i n to  marke t  demands  and

preferences, quality upgradation of products, their

pricing and other relevant aspects. During the year,

ROs in Karnataka, Maharashtra and Punjab and

Haryana organised marketing events/exhibitions for

wh i ch  g ran t  a s s i s t ance  o f  R s .6 .54  l akh  was

sanctioned. Two such major initiatives undertaken

during the year were:

• An exhibition-cum-sale was organised at Bangalore

wherein 14 agencies from 11 districts of Karnataka

participated, showcasing a wide range of products

from silk saris to bidri warecrafts and other handicraft

items. To gain better insights in marketing of products,

the Karnataka RO arranged for interaction between

artisans and experts.

• NABARD Mahotsav, showcasing various products

was organised at Pune in association with students

of  Symbiosis  Society 's  Col lege of  Ar ts  and

Commerce to facil itate the marketing of NFS

products and sensitise rural entrepreneurs to the

urban market.

I. Collaboration with National Level
Institutions

2.48 NABARD took the initiative to collaborate with

the National Institute of Fashion Technology to provide

its modern and market savvy students an opportunity

to interface with rural artisans and benefit from their

native and traditional ski l ls while simultaneously

providing designs developed by these students to the

traditionally skilled artisans in making products of high

quality and with a competitive edge. A grant assistance

of Rs.9.50 lakh was sanctioned on a pilot basis for

conducting eight programmes (two each in Andhra

Pradesh, Karnataka, Tamil Nadu and West Bengal) on

design development and skill upgradation during the

year.  The programme has  been success fu l ly

implemented in Mysore and Chamarajnagar districts ofCluster level meeting of SHG members
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Karnataka on wood inlay work and sisal fibre craft,

respectively, and in Birbhum district of West Bengal on

kantha stich and solapith.

J. Environment Protection

2.49 NABARD has been extending assistance by way

of promotional grants to NGOs, universities, research

institutions, etc., for undertaking activities related to

environment protection in the agriculture and rural sector.

So far, 24 agencies have been provided with financial

assistance aggregating Rs.43.25 lakh. During the year,

eight projects involving financial support of Rs.3.35 lakh

were sanctioned. The activities covered related to post-

watershed development, promotion of bio-organic

fer t i l izers,  use of solar energy, vi l lage resource

management, training in pot-drip irrigation, fodder

cultivation, vermi-compost preparation, plantation for bio-

diesel,  demonstrat ion of repl icable eco-fr iendly

technologies and awareness creation, etc. Seven

environmental awareness programmes/ meets were also

organised during the year.

K. Technical, Monitoring and
Evaluation Cells

2.50 NABARD continued to provide grant assistance to

RRBs for setting-up of Technical, Monitoring and

Evaluation (TME) cells for building up their capability to

appraise and monitor NFS projects and to ensure quality

of lending. Chandrapur-Gadchiroli RRB (Maharashtra) was

sanctioned grant assistance for setting-up a TME cell during

the year. So far, grant assistance to 58 banks (40 RRBs, 5

SCBs, 10 DCCBs and 3 SCARDBs) has been sanctioned.

During the year, an amount of Rs.5 lakh was released taking

the cumulative disbursement to Rs.1.92 crore.

L. Training and Sensitisation
Programmes

a. Training Programmes in NFS for PLIs

2.51 Keeping in view the need for diversification of the

loan portfolio of co-operative banks and RRBs, NABARD

has been funding training programmes in NFS for officers

of these banks, conducted through reputed training

establishments. During the year, 53 such programmes

were supported covering 1,252 officers of these banks.

b. Orientation Meets/Workshops

2.52 Orientation Meets (208) were also organised during

the year with a view to familiarising officials of state

governments/promotional agencies with the Bank's NFS

schemes. Three Regional Consultation Meets were

organised for RO officials during the year for exchange

of views and developing implementable strategies for

RNFS. Four famil iarisat ion workshops were also

conducted for sensitising 30 DDMs on the strategies to

be adopted for successful implementation of DRIP.

Micro-Finance

2.53 Over the last one and a half decade, Micro-

Finance initiatives of NABARD through its SHG-bank

l inkage programme has passed through var ious

phases, viz., pilot testing (1992 to 1995), mainstreaming

(1996 to 1998) and expansion (1998 onwards), and

has assumed the shape of a Micro-Finance (MF)

movement in the country (Chart 2.2). The programme

has started making inroads in resource poor regions of

the country as well.

2.54 During the year, 5,39,385 new SHGs were credit

linked with banks as against 3,61,731 during 2003-04,

increasing the cumulative number to 16,18,476. The

Use of solar energy for cooking
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active participation of women (90%), and timely loan

repayment (95%) continue to be prominent features of

the programme. The programme has enabled an

estimated 242.5 lakh poor households in the country

gain access to MF from the formal banking system, as

on 31 March 2005, registering a growth of  45 per cent

over the previous year.

2.55 The year also witnessed an all round growth in

the SHG-bank linkage programme in various states.

The number of SHGs credit  l inked increased by

1,07,351 in Andhra Pradesh, 70,437 in Tamil Nadu,

59,332 in Karnataka, 45,668 in Orissa, 41,013 in West

Benga l ,  40 ,438 in  Ut ta r  Pradesh ,  32 ,611 in

Maharashtra, 27,081 in Kerala, 26,160 in Rajasthan and

20,528 in Assam over the previous year. Proactive

measures such as enlisting par tnerships, capacity

building of partner agencies, etc., served to expand

the programme.

A. Support to Partner Agencies

2.56 NABARD has been instrumental in facilitating the

formation and nurturing of societal groups as SHGs,

involving all possible partners in the arena. Realising the

task involved to be process oriented necessitating iterative

interventions and aimed at economically weak and

illiterate segments of the rural community, NABARD has

adopted a cautious approach in involving and enrolling

voluntary agencies, bankers, socially spirited individuals,

other formal and informal entities and also government

functionaries to promote and nurture such groups. The

scaling-up in partnership has basically focused on building

capacities and providing assistance in meeting the

incremental costs of nurturing SHGs. During the year,

grant assistance of Rs.597.48 lakh was sanctioned to

various agencies to promote 43,359 groups, taking the

cumulative assistance sanctioned to Rs.2,534.34 lakh for

promotion of 2.11 lakh groups (Table 2.2). So far, an

amount of Rs.1,140.69 lakh has been released.

Table 2.2: Grant Assistance Extended to various Partners in SHG-Bank Linkage Programme

(Rs. lakh)

Agency Sanctions during the Year Cumulative Sanctions Cumulative Progress

No. Amount No. of No. Amount No. of Amount SHGs  SHGs
SHGs SHGs released formed linked

Co-operatives 26 106.33 12,560 55 230.36 28,110 34.45 15,775 5,212
RRBs 12 29.78 3,890 102 305.54 38,935 95.79 37,711 20,716
NGOs  317 426.58 24,234 1,179 1,938.76 1,39,513 964.31 1,05,866 62,710
Farmers' Clubs – – – – – – 41.32 10,645 5,249
IRVs 10 34.77 2,675 15 59.67 4,525 4.82 788 395

Total 365 597.48 43,359 1,351 2,534.34 2,11,083 1,140.69 1,70,785 94,282

Mainstreaming

Chart 2.2
Phases of SHG Bank-Linkage Programme
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2.57 In order to speed up the process of sanctions and

release of grants for various purposes, ROs have been

delegated powers for sanction. In an effort to broadbase

its capacity building initiatives, NABARD has taken steps

to externalise such initiatives and other training interventions

through competent and experienced partners.

2.58 The pilot scheme for supporting socially committed

Individual Rural Volunteers (IRVs) to organise the rural

poor into SHGs, introduced in 2003, was extended during

the year to all the 13 priority states that account for the

bulk of the rural poor. This approach has resulted in the

concept cutting across institutional precincts and enabling

well-meaning individuals to support the poor involving

limited overheads. In order to develop and maintain a

cadre of activists and support individuals, NABARD

continued to support two open universities, viz., Indira

Gandhi National Open Universi ty (IGNOU) and

Yashwantrao Chavan Maharashtra Open University

(YCMOU), which conduct programmes on women

empowerment and SHGs.

2.59 The above initiatives not only enabled SHG

members gain access to key financial services like savings

and credit, but also helped poor families access social

services, viz., health, education, business development

services like skill upgradation and market linkages, etc.

These groups are also involved in a wide range of micro-

enterprises like vermi-composting, livestock rearing,

handicrafts, vending of various commodities in rural areas,

running public distribution retail outlets, road construction,

sanitation and hygiene education in villages, distributing

relief materials, etc. Owing to increased participation of

government agencies in community approach, SHGs have

become the means to channelise the benefits of such

governmental initiatives to the poor.

B. Support to Micro-Finance Institutions

2.60 NABARD made a beginning by extending financial

support to NGOs under a bulk lending scheme formulated

in 1993, whereby loans upto Rs.10 lakh were extended

to NGOs by banks. Subsequently, realising the need for

supporting other supplementary delivery systems involved

in providing micro credit to the rural poor, NABARD

started providing Revolving Fund Assistance (RFA) to

Micro-Finance Institutions (MFIs). RFA is now extended

to MFIs for onlending to either SHGs or smaller groups

of around 5 members. The RFA support along with grant

assistance for meeting operational deficits in select cases

has enabled MFIs to build a credit history and access

credit facilities through the regular banking channels. So

far, RFA of Rs.27.32 crore has been sanctioned to 32

agencies of which Rs.17.80 crore has been released.

2.61 NABARD has been providing refinance support to

banks for financing MFIs for adopting SHGs. In order to

encourage banks to extend credit facilities to MFIs, the

terms and conditions relating to quantum of refinance and

rate of interest were further liberalised during the year. In

order to enable banks to develop their competence in

lending to MFIs, NABARD has been conducting training

programmes for the staff of banks on appraisal of MFIs.

2.62 As per the 2005-06 Union Budget announcements,

GoI intends to promote MFIs in a big way. To facilitate

the flow of commercial funds to MFIs, an exercise to

identify, classify and facilitate the rating of such institutions

has been undertaken.

C. Capacity Building of Partner
Institutions

2.63 The success of the programme is mainly due to regular

and effective training and capacity building of all partner

institutions. During the year, NABARD scaled up its efforts

in providing financial and technical support for training of

staff of banks, NGOs and government agencies to induct

them into the linkage programme and further enhance their

effectiveness in MF. The support included designing of

course modules, conducting training programmes,

providing financial support for such interventions and

evaluating the programmes. During 2004-05, the Bank

extended support for arranging and conducting:

• 2,481 awareness creation and capacity building

programmes for SHG members in association with

identified resource NGOs, covering 2.08 lakh

SHG members to inculcate skills for managing

thrift and credit;
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• 160 awareness-cum-refresher programmes for

CEOs and field staff of NGOs covering 4,246

participants;

• 7 trainers' training programmes for 161 faculty

members of training institutions of commercial

banks and co-operatives;

• 948 training programmes covering 42,812 officials

of commercial banks, RRBs and co-operative

banks;

• 19 exposure visits to banks and institutions

pioneering in MF initiatives for 441 bank officials/

NGOs;

• 449 field visits to nearby SHGs for 8,204 officials

of Block Level Bankers' Committee (BLBC);

• 41 programmes on MF for 1,198 elected members

of Panchayati Raj Institutions (PRIs);

• 5 training-cum-exposure visits for new DDMs/

DDOs and an exclusive workshop for senior IAS

officers at Lal Bahadur Shastri National Academy

of Administration, Mussoorie;

• 106 meets and seminars on MF at various centres.

D. Publications and Publicity

2.64 During the year, NABARD brought out the

publications, 'Saving Grace' and 'Akshay Patra' that

assisted a large number of stakeholders in experience

sharing, awareness creation, capacity building and

dissemination of information on best practices among

practitioners of MF. 'Luminous Link', a CD on the concepts

of SHGs was reproduced in English and Hindi due to

heavy demand from stakeholders.

E. Special Scaling-up Efforts

2.65 Of the total SHGs credit linked, Andhra Pradesh

(30%), Tamil Nadu (14%), Karnataka (10%), Orissa and

Uttar Pradesh (7% each), together accounted for 68 per

cent of the total SHGs credit linked and 80 per cent of

the total amount of bank loan disbursed. Nearly 59 per

cent of the groups linked so far were from southern states.

The share of states other than these increased from 28

per cent as on 31 March 2002 to 41 per cent as on 31

March 2005. NABARD's emphasis on scaling-up the

programme in 13 states that account for 70 per cent of

the country's rural poor has resulted in two and a half

fold increase in the number of SHGs credit linked during

the period 2003-05, significant increase was observed in

economically backward states like Assam, Bihar and

Orissa (Chart 2.3).

F. Innovative Pilot Projects

2.66 The MF sector is growing at a rapid pace and

undergoing many changes. In the process, NABARD has

tried many innovations by introducing pilot projects with

a view to improve the outreach as well as sustainability

of the programme.

Chart 2.3
Cumulative Growth in SHG-Bank Linkage in Priority States

(As on 31 March)
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a. Micro-Enterprise Promotion by SHGs

2.67 NABARD has initiated a pilot project in 10 select

districts, viz., Panchamahal (Gujarat), Kangra (Himachal

Pradesh), Hazaribagh (Jharkhand), Mysore (Karnataka),

Chandrapur (Maharashtra), Puri (Orissa), Ajmer

(Rajasthan), Madurai (Tamil Nadu), Rae Bareilly (Uttar

Pradesh) and 24 North Parganas (West Bengal), wherein

identified resource NGOs will act as Micro-Enterprise

Promotional Agencies (MEPA) and assist capable SHG

members take up income generating activities on a

sustainable basis.

b. Grain Banks and SHGs

2.68 Under the pilot project initiated in Kalahandi

district, Orissa, during the last year it was observed that

the partnering NGO in the area assisted in the promotion

and capacity building of SHGs and the establishment and

management of Grain Banks, while the financing bank

provided loans against the stock of Grain Banks and cash

savings of the Groups. Thus the project enabled the poor

to save in kind, raise resources against such savings and

gain access to self-managed, participative food security

systems. Encouraged by the successful establishment and

maintenance of three Grain Banks by SHGs formed by

tribal communities covering 17 villages in two blocks of

Kalahandi district, NABARD extended the pilot project in

the predominantly tribal areas of Chhattisgarh. A grant

assistance of Rs.2.37 lakh has been sanctioned for

construction and establishment of ten Grain Banks in

Bastar and Kanker districts of the State.

c. Rural Volunteers as Book Writers

2.69 Low literacy levels of SHG members resulting in

heavy dependence of SHGs on SHPIs for record keeping

is one of the constraints in extending the linkage

programme in resource poor areas. Keeping this in view,

NABARD, based on interactions with banks and NGOs,

launched a pilot project for associating local rural

volunteers as book writers for SHGs to improve the

regularity/ accuracy in the maintenance of books of

accounts and to explore the possible evolution of MIS

between SHGs and banks. A grant assistance of Rs.7.5

lakh has been sanctioned to cover honorarium to the book

writers, cost of their training and the stationary required

for book keeping of SHGs. The project is being

implemented through 5 RRBs in two and three districts of

Uttar Pradesh and Bihar, respectively.

d. Pilot Project on Processor Cards

2.70 This project envisages the introduction of processor

cards and branch automation for active clients like KCC

holders and SHGs as also automation of book-keeping

in SHGs with a view to reduce paper work, save time and

maintain up-to-date books so as to improve the efficiency

of field workers. The project is expected to test the

acceptability and adaptability of IT in rural areas, as also

address MIS needs in rural banks and was launched in

five branches of Sri Visakha Grameen Bank (Andhra

Pradesh) in the first phase with grant assistance of Rs.25

lakh. Project test runs have begun in select branches. In

the second phase, five branches of Krishna Grameen Bank

(Karnataka) have been selected. MoUs between the banks

and the technology providers have already been executed.

e. Pilot Project on 'e-Grama'

2.71 This project envisages the establishment of 10

Village Information Centres (e-Grama) in   Davangere

district of Karnataka with the aim of equipping and

enabling villagers and the rural poor access information.

The technology integrated information networks cover

various areas like weather conditions, crop inputs, product

prices, land records and other useful information for the

rural folk. Besides, many add-on services like book

keeping of SHGs, DTP, scanning, etc., are also envisaged.

NABARD is funding part of the project in association with

an NGO and a technology provider.

f. Joint Liability Groups

2.72 Absence of adequate security is sometimes a

major hurdle in securing loans for small and marginal

farmers and people from other poorer sections. The

inability of this section of people to provide collateral

often excludes them from the purview of credit cover.

Keeping this in view, a pilot project on financing Joint
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Liability Groups (JLGs) was initiated for developing

effective credit products for mid segment clients, which

reduces risk and transaction costs for the bank and also

introduces a greater degree of flexibility for the credit

user to determine credit needs and priorities.

2.73 A JLG is an assembly of 5-10 member clients (new

or existing), informally recognised by the bank as a group.

The group members offer an undertaking to the bank that

enables them to jointly receive such amounts as deemed

eligible by the bank for pursuing any activity - individually

or jointly - as found suitable by the group. The group

serves as collective guarantor for loans extended to

individual members by executing joint l iabi l i ty

agreements, making them severally and jointly liable for

repayment of loans. There could be different functional

models of JLGs that could be formed, based on the need

of the clients as also the comfort level and understanding

of the bank about its success. The project is being

implemented through eight RRBs and one PCARDB

located in diverse agro-climatic regions covering seven

states by adopting a flexible approach and giving the

partner banks enough freedom to implement the project,

keeping the ground realities and context in perspective.

NABARD provides Rs.3 lakh as grant assistance for

meeting operational costs during implementation of the

project. A special line of credit by way of refinance has

been made available to the participant banks. So far the

participant banks have promoted 293 JLGs and financed

285 JLGs to the tune of Rs.447.92 lakh.

g. Financing Rythu Mithra Groups

2.74 To bring about holistic development in the lives

of small ,  marginal and landless farmers through

collective action, Government of Andhra Pradesh has

promoted Rythu Mithra Groups (RMGs) in the state.

RMGs are expected to serve as a conduit for technology

transfer, facilitate access to market information and

markets, assist in carrying out activities like soil testing,

training, health camps, assess inputs requirements, etc.,

to its members. NABARD would provide technical

support and grant assistance for conducting training and

capacity building initiatives to different stakeholders.

NABARD has also provided liquidity support of Rs.270

crore for financing new borrowers of RMGs to Andhra

Pradesh SCB.During the year, 4,437 RMGs were

financed by 18 commercial banks, 9 RRBs and 9

DCCBs involving a loan amount of Rs.28.11 crore

assisting 62,000 farmers under the project.

h. Setting-up of Computer Munshi

2.75 The project envisages entrusting the task of

maintaining SHG accounts, preparation of relevant

reports for use by groups as well as bankers (at a cost) by

training a skilled youth as a Computer Munshi (CM). The

trained individual will be equipped with a Computer and

software to serve 100 to 300 SHGs. PRADAN, an NGO,

has been sanctioned a grant assistance of Rs.6.10 lakh

for the purpose. The project is being implemented in four

districts (9 units) in Jharkhand and one district (1 unit) in

Orissa. So far, 9 youths have been trained under the

project and their services are being availed of by 794

SHGs in these states.

G. NGO Consultation Meet

2.76 A consultation meet with 35 NGOs drawn from

across the country was organised to further strengthen

and deepen the partnership with NABARD. The meet

enabled an exchange of ideas and approaches besides

assessing the possibilities of leveraging the support of

well established NGOs to function in new geographical

areas and in developmental  arenas l ike micro-

enterprises, community participation in watershed

development, entrepreneurship and skill development

of primary clients, technology transfer to agrarian

communities, etc.

H. International Year of Micro Credit

2.77 The United Nations has designated 2005 as the

International Year of Micro Credit.  I t  has invited

Governments, Non-Governmental Institutions and the

private sector to help capacity building in MF and create

more awareness on the subject. In India, the event was

launched by ringing the stock exchange bell on 18

November 2004 at the Bombay Stock Exchange,

Mumbai and was supported by NABARD, Citigroup and

Planet Finance.
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J. Resources for supporting
Micro-Finance

a. Micro-Finance Development Fund

2.78 The Micro-Finance Development Fund (MFDF), set

up in NABARD with a start-up contribution of Rs.40 crore

each from NABARD and RBI and Rs.20 crore from 11

commercial banks identified by RBI, became fully

operational on 7 March 2003. The Fund is being utilised

for scaling-up various MF initiatives with special focus on

capacity bui lding under the SHG-bank l inkage

programme. During the year, a sum of Rs.6.39 crore was

utilised from the Fund for various initiatives taken by

NABARD for promotion and development of MF in

general and up-scaling of the SHG-bank l inkage

programme in particular.

2.79 During the year, GoI decided to redesignate the

existing MFDF as Micro-Finance Development and

Equity Fund  (MFDEF). It has also been decided to

enhance the corpus to Rs.200 crore. RBI, NABARD and

the commercial banks will contribute the additional

amount of Rs.100 crore and the Fund will be managed

by an Advisory Board consisting of representatives from

these institutions, in addition to professionals with

domain knowledge.

b. Collaboration with External Agencies

2.80 During 2004-05, a sum of Rs.41.51 lakh was

utilised for MF innovations from the Credit and Financial

Services Fund (CFSF) set up with the assistance of SDC.

A sum of Rs.45 lakh was claimed from GTZ as the last

installment under the NABARD-GTZ Project for technical

collaboration for supporting training and capacity building

initiatives and undertaking exposure visits, of which an

amount of Rs.11.91 lakh was received. The cumulative

reimbursement availed from the GTZ aggregated

Rs.531.48 lakh. The NABARD-GTZ project came to an

end on 31 December 2004.

Research and Development Activities

2.81 Recognising the importance of research as a policy

input in agriculture and rural development in general

and its business operations in particular, NABARD set

up a Research and Development (R&D) Fund during

1982-83 to provide financial support to select agencies

for conducting in-depth techno-economic studies,

promoting applied research and technology-based

innovat ions,  disseminat ion of  informat ion,

commercialisation and transfer of technology at the field

level for achieving sustainable use of natural resources

and training personnel of client institutions.

A. Utilisation of the Fund

2.82 During the year, a sum of Rs.578 lakh was utilised

for supporting activities like research projects/studies

(Rs.31 lakh), training (Rs.510 lakh), NABARD Chair Units

(Rs.9 lakh), conduct of seminars/preparation of occasional

papers (Rs.25 lakh), supporting Technical, Monitoring and

Evaluation (TME) cells (FS) (Rs.1 lakh) and other purposes

(Rs.2 lakh). The cumulative disbursement under R & D

Fund reached Rs.77.53 crore as on 31 March 2005, of

which a major portion was utilised for training activities

(65%), followed by projects/studies (16%), strengthening

TME cells (10%) and other activities (9%).

B. Research Projects and Studies

a. Projects/Studies Sanctioned

2.83 During the year, five research projects/studies

involving a total grant of Rs.37.94 lakh were sanctioned

from the Fund covering areas of operational relevance

which included: (i) Production and promotion of quality

bio-pesticides as a rural enterprise for eco-friendly

management of major pests in dry land crops - Central

Research Institute for Dry Land Agriculture, Hyderabad;

(ii) Technology refinement and pilot scale multiplication

of elite trees of Date Palm - Gujarat Agriculture University,

Anand; (iii) Incubation-cum-Development Fund for

grassroot technology - Sustainable Agriculture and

Environment Voluntary Association, Madurai; (iv)

Identification, collection and genetic evaluation of

important oil yielding trees in Jharkhand - Institute of
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Forest Productivity, Jharkhand, and (v) NGOs as a

f inancial  conduit for business development of

co-operatives, RRBs and NABARD - National Institute of

Rural Development, Hyderabad.

b. Projects / Studies Completed

2.84 During the year seven research studies/projects on

subjects such as socio-economic issues, watershed

development, contract farming, rural credit, Micro-

Finance, etc., sanctioned earlier were completed. Major

findings and action points emanating from such studies

are enlisted below:

2.85 A study on the dynamics of poverty, employment

and human development in Bihar by Institute for

Human Development, New Delhi, based on analysis

of data collected for two reference years (1981-82 and

1999-2000),  revealed rapid changes in the socio-

economic fabric such as decline of semi-feudalism,

incidence of reverse tenancy in favour of middle castes/

classes and change towards cash rent system of tenancy,

etc., in the state. However, the state continued to be

plagued by the high incidence of poverty, low productivity

of land, income disparities, etc. To ameliorate the

situation, the study suggested  enforcement of land reforms

particularly land consolidation, accelerating public

investment in socio-economic infrastructure and flow of

institutional credit in the state.

2.86 Case studies conducted for assessing the impact

of watershed development programme on drought-

proofing covering 24 districts in Rajasthan, Madhya

Pradesh and Gujarat by Development Support Centre,

Ahmedabad revealed that greater emphasis on 'Watershed

Plus' activities, like linkage to resources of knowledge,

credit, marketing, etc., are needed to enhance and ensure

food security, fodder availability, employment generation,

etc. This would also result in an overall increase in the

benefits of watershed programmes. The study suggested

that watershed development might be made a major

component of planning for scarcity relief. Besides, state

governments may prepare watershed plans in advance,

so that they could be launched as pre-watershed projects

in case of drought.

2.87 Centre for Economic and Social  Studies,

Hyderabad conducted a study in Anantapur, Nalgonda

and Nellore districts of Andhra Pradesh on flow of funds

between rural and urban areas and to examine the

possibilities of utilising the network of post-offices as a

conduit for the banking system for deposit mobilization

and credit delivery in order to plough rural savings back

into agriculture. The study revealed that since state

governments share 80 per cent of the small savings,

establishment of post-office bank would ensure better

credit availability on account of their wide network. It also

indicated that the credit limits sanctioned to the farmers

by the commercial banks were invariably inadequate.

2.88 The Maharashtra Economic Development Council,

Mumbai, in its study on contract farming as a means of

value added agriculture examined the arrangements for

major crops. The study revealed that such arrangements

have met with considerable success leading to crop

diversification, adoption of new high value crops,

increased processing and export of agri produce,

productivity and income gains for farmers, enhanced

credit deepening and reduced market risks associated with

crop cultivation. The study concluded that contract

farming was a step in the evolution of a competitive and

efficient market system that would be based on adequate

infrastructure, proper information flows, appropriate

governance and organised futures.

2.89 The study on rural credit in West Bengal conducted

by State Institute of Panchayat and Rural Development,

Kalyani, Nadia analysed the nature of developments in

the post reform period. It observed that introduction of

poverty alleviation programmes since the early 1980s led

to a shift in priority from growth to equity. However,

implementation of such programmes adversely affected

the profitability of the rural branches that serviced 90 per

cent of small borrowers' accounts due to high incidence

of NPAs. As a result, there had been deceleration in the

growth of institutional credit to rural areas, especially from

commercial banks.

2.90 A study on Micro-Finance and rural employment

by Justice K.S. Hegde Institute of Management, NITTE,

Karnataka, reflected a positive co-relation between
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lending to SHGs and generation of rural employment,

income and gender empowerment. The recovery

performance of SHGs was also found to be high. It has

suggested that target fixation, subsidy distribution and

political intervention in the operation of SHGs should

be avoided. Besides, the network of RRBs for micro

credit expansion, services of NGOs for skill upgradation

of SHG members as well as marketing of their products

may be utilised.

2.91 An impact evaluation study of SHG-bank linkage

in Maharashtra (Chandrapur and Yavatmal districts) and

Andhra Pradesh (Mahboobnagar and Medak districts)

conducted by BIRD, Lucknow, revealed positive impact

of the programme on women empowerment, literacy

level, debt recovery, deposit mobilisation, etc. The study

made specific recommendations for further refinements

in the Micro-Finance system which included:

(i) introduction of standardised accounting practices and

auditing systems for SHGs, (ii) involvement of SHGs in

mass national programmes like pulse polio, literacy

campaign, population control, etc., (iii) encouragement

to matured SHGs having suitable resources to graduate

to micro enterprises and (iv) allocation of special funds

by banks for supporting NGOs/SHPIs, training and

enterprise building of SHGs.

C.   Seminars, Conferences and Workshops

2.92 Various universities, research institutes, NGOs

and other agencies were sanctioned grant assistance

of Rs.28.33 lakh for the conduct of 59 seminars,

conferences and workshops.  The subjects /areas

covered included fisheries, animal husbandry, agro-

food processing, medicinal and aromatic plants, agri

bio-technology, wasteland development, farm business

economics,  agr i-extension, agri-market ing, rural

infrastructure, commodities futures, micro credit, NFS,

etc. The grant assistance enabled the organisers of

such programmes to document the proceedings and

publish background papers, thus facilitating wider

dissemination of the recommendations/action points

as also to initiate suitable policy interventions by

concerned agencies.

D. Occasional Papers

2.93 In an ef for t  to  generate and disseminate

information on policy issues in the areas of rural and

agricultural credit, NABARD continued its endeavour

of publishing Occasional Papers on relevant subjects

contributed by outside scholars as also officers of the

Bank.  Seven Occas ional  Papers ,  viz . ,  ( i )  L and

fragmentation and its implications for productivity: case

study of village Nelpathur in Tamil Nadu, (ii) WTO era

- impact on export prospects of livestock product,

(ii i) Pricing of crop loans by co-operative banks,

(iv) Agriculture market intervention policies: trends

and implications in a new regime, (v) Managerial

strategy for agricultural development in early 21st

century, (vi) Commodity study on diversification of

agriculture, and (vii) Status and potential of village

agro-processing units / industr ies,  were publ ished

during the year.

E. Training Activities

2.94 The R&D Fund, apart from the above activities,

is also utilised for imparting training to personnel of client

institutions, viz., commercial banks, RRBs, co-operative

banks and s tate governments.  During the year,

expenditure of Rs.510 lakh was incurred for conduct of

training programmes by CAB, Pune; IIBM, Guwahati;

NIRB, Bangalore; BIRD, Lucknow and RTCs of NABARD

at Mangalore and Bolpur.

F. Utilisation of Research Findings

2.95 The findings of research studies/projects and

occasional papers supported out of the Fund were

forwarded to various operational departments in HO,

ROs/SO/TEs of the Bank for necessary follow-up action.

Besides, the study findings were also furnished to the

concerned depar tments of  the central  and state

governments, research institutes/universities, financing

agencies, NGOs, etc., for wider dissemination, follow-

up action and for use in policy formulation and for use

while preparing background papers relating to business

policies of the Bank.
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2.96 To facilitate improvement in the effectiveness of

Rural Financial Institutions (RFIs), NABARD has set up

three training establishments, viz., RTCs at Bolpur and

Mangalore and BIRD, Lucknow for training personnel

of RFIs. NABARD also supplemented the efforts of other

training institutions in imparting training for personnel

of RFIs by providing technical and financial support.

During the year, RTCs and BIRD together conducted 450

training programmes, covering 11,813 participants

compared to 429 training programmes covering 11,145

participants during the previous year (Table 2.4).

A. Programme Diversification

2.97 The TEs constant ly  s t r ive to update thei r

programmes so as to cater to the shift in business

strategies and future needs of their clientele alongwith

internalising and incorporating findings of specific

studies undertaken by RFIs in subsequent programme

designs. The training calendars of the TEs are finalised

by Syl labus/Academic Advisory Committees that

comprise members from RFIs and other training

institutions. The Committees also identify new areas

for training. The new programmes introduced by the

TEs during the year covered AEZs, contract farming,

MACs, credi t  del ivery and product innovat ions,

preparation of balance sheet and its analysis, inspection

of RRBs, etc. A National Seminar on best practices in

co-operative banks and a special programme for

Section 11 (1) of B.R. Act, 1949 (AACS), non-compliant

banks were also conducted.

2.98 NABARD continued its contribution towards

subsidising the participation fees of personnel of client

institutions. An amount of Rs.10.31 lakh was provided

to Nat iona l  Ins t i tu te  o f  Rura l  Banking (NIRB) ,

Bangalore for  t ra ining of  317 of f ic ia ls  of  c l ient

institutions. Under the Scheme of Financial Assistance

for  Tra in ing of  Co-operat ive  Bank Personnel

(SOFTCOB), NABARD provides technical and financial

support to Junior Level Training Centres (JLTCs),

Agricultural Co-operative Staff Training Institutes

(ACSTIs) and Integrated Training Institutes (ITIs) set

up by SCARDBs and SCBs, to enable them to improve

their training system. During the year, 27 training

inst i tut ions were covered under the scheme and

financial support of Rs.394 lakh was extended to JLTCs

and ACSTIs out of the Co-operative Development Fund

(CDF) for conducting 1,293 programmes covering

23,647 par t ic ipants .  Fur ther,  the procedure for

reimbursement of expenses was simplified.

B. Training Arrangements for NER

2.99 NABARD provided grants to Indian Institute of

Bank Management (IIBM), Guwahati and Manpower

Development and Management Institute (MDMI),

Shillong to cater to the training needs of personnel of

commercial banks, RRBs and co-operatives in the NER.

During 2004-05, grant amount of Rs.10.20 lakh and

Rs.9.95 lakh was provided to IIBM, Guwahati and

MDMI, Shillong, respectively.

Training Personnel of RFIs

Table 2.4: Training of RFI Personnel

Training Institutes  Programmes Conducted (No.)  Personnel of RFIs Trained (No.)

2002-03 2003-04 2004-05 2002-03 2003-04 2004-05

BIRD 222 259 250 5,245 6,323 6,392

RTC (M) 57 75 100 1,371 1,990 2,667

RTC (B) 95 95 100 2,268 2,832 2,754

Total 374 429 450 8,884 11,145 11,813
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Table 3.1: Agency-wise Ground Level Credit Flow

(Rs. crore)

Agency 1999-00 2000-01 2001-02 2002-03 2003-04

Co-operatives
Banks 18,260 20,718 23,524 23,636 26,875

Regional
Rural Banks 3,172 4,220 4,854 6,070 7,581

Commercial
Banks 24,733 27,807 33,587 39,774 52,441

Others 103 82 80 80 84

Total 46,268 52,827 62,045 69,560 86,981

III Business Operations

Refinance from NABARD has been supplementing the

resources of co-operative banks, commercial banks,

Regional Rural Banks (RRBs) and scheduled Primary

Urban Co-operative Banks (PUCBs) for enhancing

credit flow to the agriculture and rural sector. The

Government of India has introduced a credit package

to double the flow of credit to agriculture over a period

of three years effective from 2004-05. NABARD has

been entrusted with the responsibility of overseeing

the  imp lementa t ion  o f  the  p rogramme and i t s

monitor ing.  In addit ion, NABARD cont inued i ts

invo lvement  in  in f ras t ruc tu re  deve lopment  by

providing loans under RIDF to state governments for

such projects. This has not only helped accelerate the

rate of development in rural areas but has also had a

t r i ck le -down e f fec t ,  a t t rac t ing  fu r the r  p r iva te

investments and leading to a spur t in economic

activities. The mandate of RIDF, which was introduced

during 1995-96, was extended for 2004-05 and further

to 2005-06 with Rs.8,000 crore each earmarked under

RIDF X and XI.

3.2 NABARD Consultancy Services (Nabcons),

registered on 17 November  2003 as a separate company,

wholly owned by the Bank, continued to execute

consultancy assignments for its cl ients and other

organisations including commercial banks, leveraging on

the core competence and multi-disciplinary expertise of

its parent organisation.

3.3 The total financial support (including grants)

extended by NABARD during 2003-04 and 2004-05 was

Rs.21,935 crore and Rs.27,102 crore, respectively. This

section presents a review of the Bank's refinance and

loaning operations, their impact at the ground level,

consultancy services provided by its subsidiary and

mobilisation and management of resources.

3.4 The total ground level credit (GLC) flow for

agriculture and al l ied activit ies was estimated at

Rs.86,981 crore during 2003-04, registering a 25 per

cent growth over the previous year (Table 3.1). During

the period 1999-2000 to 2003-04, the credit flow from

co-operative banks, commercial banks and RRBs

increased at an annual compound growth rate of 9.5,

20.4 and 23.4 per cent, respectively. The share of

commercial banks increased significantly (53 to 60%),

and of RRBs increased marginally (7 to 9%), while that

of co-operative banks declined (40 to 31%) in the total

disbursement during the same period. Increase in the

relative share of commercial banks could be partly

attributed to the introduction of Special Agricultural

Credit Plans. The comparatively slow growth of credit

f low from co-operative banks, mainly due to the

structural and financial weaknesses, led to the decline

in their market share. According to advance estimates,

the total credit disbursed by all agencies for agriculture

and a l l ied ac t iv i t ies  cou ld  reach a  leve l  o f

Rs.1,15,242.81 crore  during 2004-05, registering an

increase of 32.5 per cent over the previous year.

3.5 The sub sector-wise deployment of credit for

agriculture and allied activities over the period (2000-04)

Agricultural Credit
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Table 3.2: Sub sector-wise Ground Level Credit Flow for Agriculture and Allied Activities

(Rs. crore)

Sr. Sector/Sub-sector 1999-00 2000-01 2001-02 2002-03 2003-04 Growth
No. Rate*

I Crop Loan (ST-Production Credit) 28,965 33,314 40,509 45,586 54,977 17.3
II Term Loans (MT & LT Investment Credit) 17,303 19,513 21,536 23,974 32,004 15.4
i. Minor Irrigation 2,345 1,820 1,845 1,976 2,730 3.9
ii. Land Development 318 290 307 393 579 16.2
iii. Farm Mechanisation 3,889 4,125 3,847 3,600 3,986 –
iv. Plantation & Horticulture 777 755 765 1,195 1,436 18.4
v. Animal Husbandry 2,118 2,188 2,221 2,637 2,928 8.7
vi Fisheries 404 318 508 539 1,142 29.8
vii Hi-tech Agriculture 1,360 2,088 2,257 2,268 4,017 25.2
viii Others $ 6,092 7,929 9,786 11,366 15,186 24.4

Total (I + II) 46,268 52,827 62,045 69,560 86,981 16.6

* Annual Compound Growth Rate (1999-2000 to 2003-04)
$ Includes disbursements under Storage and Market Yards, Forestry/WLD, Bullock and Bullock Carts, Biogas, etc.

Box 3.1
Strategy for Doubling Rural Credit Flow

• GLC flow to agriculture to increase to Rs.1,04,500 crore during  2004-05, the share of commercial banks, co-operative banks
and RRBs being Rs.57,000 crore, Rs.39,000 crore and Rs.8,500 crore, respectively.

• Branches of commercial banks and RRBs to be motivated to enhance the flow of agricultural credit.

• The Special Agricultural Credit Plan envisaged financing by commercial banks (i) at least 100 new farmers by each rural and
semi-urban branch during the year, resulting in enrolling of about 50 lakh new borrowers, (ii) 2 to 3 new investment projects in
plantation & horticulture, fisheries, organic farming, etc., and (iii) at least 10 agri-clinics in each district during 2004-05.

• Public sector banks to lend more to small and marginal farmers with emphasis on provision of credit to tenant farmers
and oral lessees.

• Debt restructuring as opposed to debt write off by co-operative b a n k s ,  c o m m e rc i a l  b a n k s  a n d  R R B s  e n v i s a g e d ,
(i) Reschedulement/restructuring of loans in respect of farmers in distress/farmers in arrears, (ii) One Time Settlement (OTS)
scheme for small and marginal farmers, (iii) To finance redemption of past debts from non-institutional lenders.

• Revising scales of finance and realigning them to meet the realistic needs of farmers, especially of capital-intensive agricultural
operations.

• To implement special package to promote technological upgradation in agriculture, agro-processing and agri-biotech.

revealed that crop loans and investment credit increased

at an annual growth rate of 17 and 15 per cent,

respectively. Under investment credit, sectors like

plantation and horticulture, land development, fisheries

and hi-tech agriculture made significant gains, while

sectors like minor irrigation and farm mechanisation,

which together accounted for a sizeable share in

investment credit (36% during 1999-2000), have

grown at a much lesser rate and lost their relative share

in the later years (20% during 2003-04). On the other

hand, share of hi-tech agriculture in investment credit

increased significantly (8% during 1999-2000 to 12.5%

during 2003-04) on account of substantial gain in

disbursement over the period (Table 3.2).

A. Doubling Flow of Agricultural Credit

3.6 To ensure  adequate  c red i t  ava i lab i l i ty  to

far mers  so  as  to  achieve 4 per  cent  growth in

agriculture sector during the X Plan period, GoI

announced on 18 June 2004 a  c red i t  package

envisaging 30 per cent growth in credit  f low to

agriculture during 2004-05 over the previous year

and doubling it over a period of 3 years (Box 3.1).
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identification, preparation, appraisal and monitoring

of agricultural investment projects; and (iv) support

was also extended to co-operative banks to enable

them to provide adequate publicity for the credit

package and its implementation.

3.8 A Core Group comprising of representatives

from State Bank of India, Punjab National Bank,

Canara Bank,  UCO Bank and Indian Bank was

constituted by NABARD to discuss various operational

and policy issues pertaining to enhancement of credit

flow to the rural sector. The Indian Banks' Association

and other commercial banks are also associated with

the Group as special invitees. The initiatives of the

Group have  t rans la ted  in to  severa l  impor tan t

deve lopments ,  such  as  s imp l i f i ca t ion  o f  loan

documents, relaxations in Service Area Approach,

expansion of the scope of KCC, financing of agri-

clinics and agri-business centres, etc.

3.9 The progress in the implementation of the credit

package indicates that the total disbursement by all

agencies was Rs.1,15,242.81 crore as on 31 March

2005 (provisional), exceeding the target by 10 per cent.

As against the target of Rs.57,000 crore, Rs.39,000

crore and Rs.8,500 crore, commercial banks, co-

operative banks and RRBs disbursed Rs.72,886.26

crore, Rs.30,638.38 crore and Rs.11,718.17 crore, thus

achieving 128, 79 and 138 per cent, respectively, of

the targets set for them. By end-March 2005, 79 lakh

new farmers were brought under the institutional fold

and 777 agri-clinics were financed. Bank provided debt

relief to the extent of Rs.8,807.48 crore and Rs.2,146.13

crore to farmers in distress and in arrears, respectively,

and Rs.756.83 crore to small and marginal farmers

under OTS scheme. Commercial banks extended loans

of Rs.57 crore to 16,758 farmers indebted to informal

sources to redeem their past debts.

B. Kisan Credit Card Scheme

3.10 The Kisan Credi t  Card (KCC) scheme

introduced in August 1998 for short-term (ST) loans

for Seasonal Agricultural Operations (SAO) is being

implemented in all states and Union Territories (UTs)

To ensure smooth implementation of the programme,

NABARD initiated following measures:

i. Consultation meets with CMDs of all public sector
banks, CEOs of SCBs/SCARDBs and Chairmen
of RRBs were held to discuss and finalise the
action plan.

ii. Conveners of State Level Banker's Committee

(SLBC) were advised to convene special SLBC

meet ings  to  enhance cred i t  pro jec t ions  for

f inancing agencies  and deciding s tate level

strategies. NABARD’s Regional Offices were closely

associated with the finalisation of credit targets.

iii. Special SLBC meetings were also conducted in rabi

dominated states to initiate steps to intensify

lending in rabi crop season in such states.

iv. Guidelines were issued to banks regarding fixation

of scale of finance on a realistic basis.

v. The scope of the KCC scheme was expanded to

include investment credit and an element of

consumption loan.

vi. Preparation of 143 model bankable projects for

d isseminat ion among banks  and prov id ing

technical support for project preparation.

vii. Operational guidelines for implementation of debt

relief measures were issued to co-operative banks

and RRBs.

viii. Liquidity Support Scheme for co-operative banks

and RRBs for  suppor t ing convers ion/

reschedulement of farmers' dues at ground level

under the schemes 'farmers in distress' and 'farmers

in arrears' was announced.

3.7 Some of the other initiatives taken were: (i)

Chief Secretaries of al l  states were requested to

strengthen the del ivery mechanism of extension

departments; (ii) visits to select rural branches were

undertaken in various states by senior executives of

NABARD to have a first hand view regarding the

implementat ion of  var ious  measures  under  the

agricultural credit package and also to have discussion

wi th  far mers ;  ( i i i )  workshops  for  bankers  were

arranged so as to provide the necessary skills for
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dues, to enable them to avail the benefits from the

scheme and (iii) issue suitable guidelines to their

branches, to henceforth, route crop loans only through

KCC. In order to supplement effor ts of banks, to

educate/motivate farmers, NABARD also took the help

of Farmers’ Clubs, NGOs, SHGs, etc.

3.13 The KCC scheme has since been established

as a major source of crop loans, but the investment

credit requirement of farmers remained outside the

ambit of the scheme. Keeping this in view, NABARD

enlarged the scope of the scheme to cover term loans

for agriculture and allied activities under KCC.

3.14 A s tudy by Nat iona l  Counci l  o f  Appl ied

Economic Research, New Delhi revealed that the

scheme has resulted in an increase in the flow of credit

to the agriculture sector, a substantial reduction in

borrowings from the informal sector for ST credit needs,

a significant saving in time spent on availing ST

agricultural loans and an overall reduction in cost of

credit delivery. The study indicated that the scheme has

had a positive impact on the cost of borrowings with a

reduction in interest cost in both the formal and

informal sectors. The study identified certain areas

where further fine-tuning is required, viz., restrictions

imposed on the issuance of KCCs by some banks,

sanction of lower credit limits and low awareness level

regarding the provision of the Personal Accident

Insurance Scheme (PAIS), etc. Studies conducted by

NABARD a lso revea led pos i t ive  fea tures  l ike

simplification of documentation procedure for drawal

of funds leading to reduction in workload for bank

branches,  reduct ion in t ransact ion costs ,  bet ter

recoveries, coverage of defaulter borrowers under the

scheme, flexibility in operations for farmers, lesser

dependence on money lenders, etc. However, fixation

of lower limits, inadequate scale of finance, treating

KCC as a term loan facility rather than as a cash credit

facility, charging higher premium from borrowers under

PAIS, etc., were some of the adverse features observed

during studies.

by public sector commercial banks, RRBs and SCBs/

DCCBs, and has helped in augmenting GLC flow of

production credit for agriculture. During 2004-05, co-

operative banks, commercial banks and RRBs issued

35.56 lakh,  43.96 lakh and 17.29 lakh cards ,

respectively (Table 3.3). Of the 510.80 lakh cards issued

by the banking system since inception of the scheme,

co-operative banks accounted for the largest share

(54%), followed by commercial banks (35%) and RRBs

(11%). A major proportion of the crop loan disbursement

by co-operative banks and RRBs is through KCC,

indicating its emergence as a widely accepted mechanism

for delivery of crop loans to farmers.

3.11 Andhra Pradesh, Karnataka, Madhya Pradesh,

Maharashtra, Orissa, Rajasthan, Tamil Nadu and Uttar

Pradesh were forerunners in implementation of the

scheme and accounted for 76 per cent of the cards issued

by co-operative banks, RRBs and commercial banks

across the country. The progress in implementation of

the scheme was, however, slower in Bihar, Himachal

Pradesh, Jammu & Kashmir, Jharkhand, Uttaranchal,

West Bengal and states in NER.

3.12 Keeping in view GoI's emphasis for increasing

flow of credit to farmers, in a time bound manner,

NABARD advised banks to: (i) make all possible efforts

to identify and lend to farmers including oral lessees

and ensure that KCCs are renewed, (ii) launch a time

bound programme to motivate defaulters to clear their

Table 3.3: Agency-wise, Year-wise Kisan Credit
Cards Issued

(lakh)

Year Co-operative RRBs Commercial Total
Banks Banks

1998-99 1.55 0.06 6.22 7.83

1999-00 35.95 1.73 13.66 51.34

2000-01 56.14 6.48 23.90 86.52

2001-02 54.36 8.34 30.71 93.41

2002-03 45.79 9.64 27.00 82.43

2003-04 48.78 12.74 30.94 92.46

2004-05 35.56 17.29 43.96 96.81

Total 278.13 56.28 176.39 510.80
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A. Short-Term Refinance

a. State Co-operative Banks

i. Support for Seasonal Agricultural
Operations

3.15 Short-term credit limits for SAO aggregating

Rs.8,217.03 crore (July-March) were sanctioned to 17

SCBs  on behalf of 222 DCCBs during  2004-05 as

against the credit limits of Rs.7,314.28 crore sanctioned

during the same period of the previous year. During

2003-04 (July-June), credit l imits aggregating Rs

7,341.71 crore  were sanctioned. The credit limits

sanctioned for 2004-05 included Rs.932.70 crore for the

Oilseeds Production Programme (OPP), Rs.82.65 crore

for National Pulses Development Programme (NPDP)

and Rs.242.35 crore for meeting the production credit

requirements of tribals under the Development of Tribal

Population (DTP) programme.

3.16 The SCBs in southern region (Andhra Pradesh,

Karnataka, Kerala, Pondichery and Tamil Nadu)

accounted for 35 per cent of aggregate credit limits

sanctioned, while those in northern (Haryana, Punjab

and Rajasthan), central (Chhattisgarh, Madhya Pradesh

and Uttar Pradesh), western (Gujarat and Maharashtra)

and eastern regions (Bihar, Orissa and West Bengal)

constituted nearly 31, 13, 12 and 9 per cent, respectively.

In NER, only Meghalaya SCB was sanctioned credit limits

aggregating Rs.2 crore during the year.

3.17 The SCBs reached a maximum outstanding level

of Rs.7,151.63 crore during 2004-05 (July-March)

constituting 87 per cent (73% during 2003-04) of the

credit limits sanctioned. The level of utilisation of the

credit limits sanctioned was between 70 and 100 per

cent in the case of 13 SCBs and below 70 per cent in

the case of 4 SCBs.

ii. Support for Agriculture/Allied and
Marketing Activities

3.18 A new line of credit for financing short-term

agriculture/al l ied and marketing act ivi t ies to co-

operative banks introduced for 2003-04 continued

during 2004-05. The purposes, which were not covered

under existing refinance facilities of NABARD, have

been included under this. Broadly, these include:

(i) loans for agricultural purposes against security of

go ld  and secur i ty  o ther  than charge on crops ,

(ii) working capital credit for allied agriculture activities,

( i i i )  working capita l  credi t  for procurement and

dis t r ibut ion of  agr icul tural  inputs ,  market ing of

agricultural/allied products, collection and marketing

of minor forest produce, etc., and (iv) short-term credit

support provided to cultivators with higher scales of

finance for commercialisation of agriculture, exports,

value addition, etc. During 2004-05 (April-March),

c redi t  l imi t s  aggregat ing Rs .375.82 crore  were

sanctioned to four SCBs under the new line of credit.

The limits were utilised to the extent of Rs.180.55 crore.

iii. Support to Weavers

3.19 NABARD cont inued to  ex tend re f inance

suppor t  to rural  f inancial  inst i tut ions (RFIs)  for

production/procurement and marketing activities of

weavers '  co-operat ives. The pol icy in respect of

sanction of working capital credit l imits to SCBs/

DCCBs for  f inancing product ion and market ing

activities of Primary Handloom Weavers' Co-operative

Societ ies (PHWCS), procurement and marketing

operations of regional/apex weavers' co-operative

societies was reviewed and the following relaxations

were granted.

Production Credit

Looms at work
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i. SCBs were granted refinance to enable DCCBs to

finance individual weavers directly.

ii. Consolidated limits were sanctioned to SCBs on

behalf of DCCBs for financing eligible PHWCS and

individuals. Drawals were allowed on the basis of

consolidated non-overdue cover (NODC). Critical

refinance support was provided to ineligible DCCBs

to enable them to lend to non-defaulting PWCS.

iii. Age-wise classification was prescribed for valuation

of cloth/yarn.

iv. The rate of interest on refinance continued to be 6

and 6.25 per cent p.a with effect from 13 February

2004 for financing the working capital requirements

of the PWCS and Apex/Regional WCS.

3.20 During 2004-05 (April-March), ST credit limits

aggregating Rs.349.89 crore were sanctioned to seven

SCBs (Rs 520.60 crore to eight SCBs during 2003-04)

for financing production/procurement and marketing

activi t ies of WCS, against which the maximum

outstanding reached was Rs.163.14 crore (47% of the

limits sanctioned). The credit limits sanctioned during

2004-05 to SCBs on behalf of apex/regional weavers'

societies for trading in yarn amounted to Rs.2 crore.

iv. Support to State Handicraft/Handloom
Development Corporations

3.21 The facility of refinance was also made available

to scheduled commercial banks and SCBs for financing

working capital requirements of State Handicraft

Development Corporations (SHnDCs) and State

Handloom Development Corporations (SHDCs).

Although refinance is provided by NABARD to SCBs

against state government guarantee and/or against pledge

of government securities, in the case of scheduled SCBs,

state government guarantee was waived subject to certain

conditions. No limits were sanctioned under this line of

credit during the year.

v. Support to Industrial Co-operatives,
Labour Contract/Forest Labour

Co-operative Societies and Rural Artisans

3.22 The policy in respect of refinance support to

SCBs on behalf of DCCBs/DICBs for financing the

working capital requirements of industrial co-operative

societies (other than weavers), labour contract/forest

labour co-operative societies as also artisan members

of PACS/FSS/LAMPS continued with a few refinements

like prescribing minimum recovery/NPA norms for SCBs

and DCCBs (65% recovery or 15% NPA for SCBs; 50%

recovery or 20% NPA for DCCBs), to enable these banks

to finance the production and marketing activities of

cottage, village and small-scale primary industrial co-

operative societies. The same policy was adopted for

extending refinance support to SCBs in the three-tier

structure for financing regional/state level federations

engaged in procurement and marketing activities of

cottage, village and tiny industrial co-operative societies.

During 2004-05, credit limits aggregating Rs.13.28 crore

(industrial co-operatives Rs.2.28 crore and individual

rural artisans Rs.11 crore) were sanctioned against which

utilisation was Rs.11 crore.

b. Regional Rural Banks

3.23 During 2004-05, NABARD followed NPA norms

to determine the eligibility for sanction of ST credit limits

to RRBs. Accordingly, for 2004-05, RRBs with gross

NPAs of less than 20 per cent and between 20 and 30

per cent as on 31 March 2003 were sanctioned ST credit

limits and critical refinance limits (i.e., maximum

outstanding ref inance avai led dur ing 2003-04),

respectively. Banks with NPAs above 30 per cent as on

31 March 2003 were ineligible for refinance assistance

during 2004-05.

3.24 To enable RRBs to step-up flow of agricultural

credit, it was also decided to increase the quantum of

concessional ST refinance from NABARD during 2004-

05. Accordingly, RRBs with CD ratio of more than 60

per cent were considered for sanction of increased

refinance assistance at 35 per cent of their eligible ST

loans outstanding. Banks with CD ratio between 44 and

60 per cent, and 20 and 43 per cent were considered for

ST refinance assistance at 30 per cent and 25 per cent,

respectively, of their eligible ST loans outstanding. Banks

with CD ratio less than 20 per cent were ineligible for

ST limits from NABARD.
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3.25 During 2004-05 (July-March), 118 RRBs were

sanctioned credit limits of Rs.1,968.04 crore as against

Rs.1,346.62 crore sanctioned during the same period of

the previous year, representing an increase of 46 per cent.

This includes Rs.221.54 crore for OPP and Rs.47.53 crore

for DTP. Andhra Pradesh with Rs.530.99 crore accounted

for the largest share of credit limits sanctioned to RRBs,

followed by Karnataka (Rs.359.86 crore) and Uttar

Pradesh (Rs.280.16 crore). The maximum outstanding

level reached was Rs.1,394.17 crore (71%) during 2004-

05 (July-March). The aggregate sanction of credit limits

for ST (OSAO) purposes to RRBs during 2004-05 (July-

March) was Rs.216.83 crore.

3.26 The rates of interest chargeable to RRBs under

ST-SAO and OSAO credit limits were linked to the gross

NPAs as on 31 March 2003. In the case of RRBs with

NPAs upto 20 per cent and above 20 per cent, interest

rates charged under ST-SAO were 5.75 and 6 per cent,

respectively, while the same under ST-OSAO were 6 and

6.25 per cent, respectively.

Support for Marketing of Crops

3.27 Pursuant to approval of the recommendation of

the 'Exper t Committee on Strengthening and

Development of Agricultural Marketing in areas of Pledge

Financing and Marketing Credit' by the Inter Ministerial

Task Force, NABARD opened a separate line of credit to

RRBs for financing marketing of crops with a ceiling of

Rs.5 lakh on individual farmer's eligibility for loans. During

2004-05, an amount of Rs 2.65 crore was sanctioned to

RRBs under this scheme.

B. Liquidity Support to Banks

3.28 In pursuance of the announcement made by the

Hon'ble Union Finance Minister in June 2004 for

enhancing flow of credit to the agriculture sector and

achieving 30 per cent growth rate during the year,

NABARD advised SCBs, DCCBs and RRBs measures to

be taken under various schemes to provide relief to

farmers. The implementation of various relief measures

under the scheme and extension of the conversion/

reschedulement of loans to farmers in distress and

farmers in arrears could create liquidity crunch in the

co-operative banks and RRBs, which may impair their

ability to provide fresh loans and achieve the envisaged

growth rate during the year. In order to enable co-

operative banks and RRBs tide over such liquidity gap,

NABARD extended liquidity support scheme to SCBs

(on behalf of DCCBs) and RRBs for a fixed period of 36

and 18 months, at an interest rate of 5 and 6.5 per cent,

respectively. Sanctions to SCBs and RRBs during 2004-05

amounted to Rs. 1,914.24 crore and Rs.158.78 crore,

respectively. An amount of Rs. 790.03 crore and

Rs.18.08 crore was disbursed to SCBs and RRBs,

respectively, during the year.

C. Scales of Finance

3.29 It was observed that scales of finance (SoF)

f ixed by some of  the  Dis t r i c t  Leve l  Technica l

Committees (DLTCs) were not realistic and banks were

following the prescribed SoF without any discretion/

flexibility and due regard to farm level realities, farm

pract ices and costs,  leading to under f inancing.

Considering this, NABARD issued guidelines advising:

(i) SoF to be fixed for all crops grown (separately for

ir rigated, unir rigated and those using traditional/

modern technology) in the district, (ii) SoF  should

indicate the range, the minimum being the requirement

of farmers using traditional methods and the maximum

for farmers using capital intensive/latest farming

technology, (iii) imputed value of family labour to be

included in the cost of cultivation, (iv) SoF fixed to be

displayed in all the branches of RRBs and DCCBs/

PACS, and (v) adequate powers to be delegated to

Branch Managers so as to enable maximum disposal

of  loan applications at the branch level.

D. Medium-Term Refinance

a. Medium-Term (Non-Schematic)

3.30 NABARD has been stressing on formulation of

schemes by banks with proper backward and forward

linkages. Therefore, it gave low priority to medium-term

non-schematic (sporadic) lending.
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b. Medium-Term(Conversion/
Rephasement / Reschedulement)
Refinance

3.31 NABARD continued, as hitherto, the policy of

providing refinance facility to co-operative banks and

RRBs to enable them to extend credit related relief to

farmers affected by natural calamities.

E. Long-Term Loans to State
Governments

3.32 NABARD continued to provide long-term loans

to state governments under Section 27 of the NABARD

Act, 1981, for contribution to the share capital of

co-operative credit institutions. During 2004-05, long-

term loans aggregating Rs 32.98 crore were sanctioned

to six state governments.

F. Credit Monitoring Arrangement

3.33 Thir ty-six monitoring studies under Credit

Monitoring Arrangement (CMA) were taken up during

2004-05 with a view to examine whether banks have

extended credit facilities according to the needs and

followed the pre-sanction appraisal procedure, the extent

to which statutory commitments and obligations have

been met and whether advances were concentrated

amongst a few borrowers/class of borrowers and/or in a

particular activity/group of activities. The systemic

deficiencies/shortcomings observed were communicated

to them for initiating corrective action.

G. Other Policy Initiatives

3.34 The policy guidelines governing provision of

working capital assistance to co-operative sugar factories

by way of cash credit limits broadly remained the same for

SCBs and DCCBs during the crushing season 2004-05.

3.35 The repledge limits sanctioned by SCBs to

DCCBs to provide liquidity to finance the sugar sector

were not to be reckoned towards direct exposure of SCBs.

While there was no change in the direct exposure limit of

40 per cent of maximum internal lending rate (ILR)

reached during the previous year to a particular sector,

the exposure of SCB under direct exposure and repledge

limits, taken together, should not exceed 50 per cent of

ILR of the bank.

H. Interest Rates on Refinance
Assistance

3.36 The rates of interest on refinance to co-operative

banks and RRBs for various purposes during 2004-05

have been indicated in Table 3.4.

Table 3.4: Rates of Interest

Sr. Purpose Agency Interest
No. Rate(%)

1. SAO $ SCBs & RRBs 5.25 & 5.75*

5.75 & 6.00**

2. Pledge of securities SCBs 6.00

3. Working capital SCBs & RRBs 5.75
requirements of pisciculture/
fishery activities

4. Marketing of crops SCBs & RRBs 6.00

5. Collection and Marketing of SCBs 6.00P- 6.25A

minor forest produce

6. Production/ Procurement and
marketing of cloth by WCS # SCBs 6.00

7. Procurement & supply of yarn
by apex/regional WCS # SCBs 6.25

8. Working capital requirement
of SHDCs & SHnDCs SCBs 6.25

9. Industrial Co-operative Societies
(other than WCS) SCBs 6.00P- 6.25A

10. Rural artisans, including Weaver
members of PACS/LAMPS/FSS SCBs 6.00

11. Procurement, stocking and
distribution of chemical
fertilizers and other inputs
for agricultural purposes SCBs 6.25@- 6.50@@

12. Working capital requirements
of co-operative sugar factories
against repledge of sugar stock SCBs 11.00

13. Short-term OSAO loans RRBs 6.00-6.25

14. Working capital requirements Scheduled
of SHDCs/SHnDCs and Commercial
financing of PWCS banks 6.25

15. Short-term approved agricultural,
allied and marketing activities SCBs 6.5

* SCBs/RRBs with NPAs ≤  20% ** SCBs/RRBs with NPAs ≥ 20%
A Apex  Societies P Primary Societies
@ Retail distribution of fertilizers @@ Wholesale distribution of fertilizers

$ : For NER and Sikkim 5.25 %. # : For NER, J & K, H.P. and Sikkim at 5.75%
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A.   Short-Term Refinance to SCARDBs

3.37 Considering the need for supplementing the

resources of SCARDBs to enable them to provide

adequate shor t-term loans (production credit) at

reasonable rates of interest to borrowers availing term

loans for agriculture and allied activities, a new line of ST

refinance support under Section 25(1)(d) of NABARD Act,

1981, was introduced in December 2004 on a pilot basis

in Haryana, Kerala and Punjab SCARDBs.

B. Relief Package to Tsunami
Victims

3.38 With a view to support commercial banks and

RRBs in provision of relief to persons affected by tsunami

in the coastal districts of Andhra Pradesh, Kerala, Tamil

Nadu and Union Territories of Andaman & Nicobar

Is lands and Pondicher ry, NABARD has al lowed:

(i) corresponding reschedulement in respect of existing

term loans rescheduled by banks, already covered under

refinance, (ii) refinance against fresh loans provided by

banks in cases of total/partial loss of assets, (iii) refinance

support for higher quantum of loans to members of SHGs

which had suffered loss due to the calamity, (iv) refinance

support against loans granted for construction of new

houses as well as repairs/reconstruction, and (v) refinance

against loans granted under the 'Rajiv Gandhi

Rehabilitation Package for Tsunami Areas'.

3.39 These schemes wil l  be operative upto 31

December 2005. NABARD refinance would be available

at an interest rate of 4.25 per cent p.a. for the entire

amount of loans granted by the banks provided they

charge a maximum interest rate of 7 per cent p.a. for

such loans.

C. Eligibility Criteria for Drawal of
Refinance

3.40 The revised norms for drawal of refinance under

schematic lending for 2004-05  by different agencies

were fixed, inter alia, on the basis of proportion of gross/

net NPAs of total loans and advances outstanding as on

31 March 2003 or recovery of overdues to demand as

on 30 June 2003 as detailed below.

a. Co-operative Banks

3.41 State Co-operative Banks (SCBs) with gross

NPAs upto 20 per cent or recovery above 70 per cent

(gross NPAs upto 30 % or recoveries above 50 % in NER)

and having positive net worth as on 31 March 2003 were

eligible for unrestricted refinance. Banks with gross

NPAs between 20 and 28 per cent of the total loans

and advances outstanding or recoveries between 40 and

70 per cent (gross NPAs between 30 % and 40 % or

recoveries less than 50 % in NER) were eligible for

refinance restricted to either the amount of recoveries

effected by the bank during the year ended 30 June

2003 or the amount lent during the year ended 31

March 2004 or the average amount recovered/lent

during the preceding three years, ending 31 March 2003,

whichever was higher.

3.42 State Co-operative Agriculture and Rural

Development Banks (SCARDBs) with gross NPAs upto

20 per cent and recoveries above 70 per cent (gross

NPAs upto 30% or recoveries above 50% in NER) were

eligible for unrestricted refinance. SCARDBs having

gross NPAs between 20 and 40 per cent or recoveries

between 30 and 70 per cent (gross NPAs between 30

and 40% or recovery less than 50% in NER) were eligible

for drawal of restricted refinance as per the criteria

applicable to SCBs.

b. Regional Rural Banks

3.43 Regional Rural Banks (RRBs) with average net

NPAs upto 12 per cent (upto 17% in NER), positive net

worth as on 31 March 2003 and having posted profit

during the preceding three years, ending 31 March 2003,

were eligible for unrestricted refinance. Banks with net

NPAs between 12 and 25 per cent (between 17 and 30%

in NER) were eligible for drawal of restricted refinance

as per the criteria applicable to SCBs.

Investment Credit
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c. Commercial Banks

3.44 Commercial banks with net NPAs upto 6 per cent

(upto 11% in NER) with positive net worth as on 31 March

2003 and having posted profits during the preceding three

years, ending 31 March 2003, were eligible for unrestricted

refinance, while those with net NPAs between 6 and 10

per cent (between 11 and 15% in NER) were eligible for

drawal of refinance to the extent of 30 per cent of term

loans disbursed under priority sector during 2002-03.

Banks with net NPAs between 10 and  20 per cent

(between 15 and 25% in NER) were eligible for refinance

to the extent of 20 per cent term loans disbursed under

priority sector during 2002-03.

3.45 SCBs, SCARDBs, RRBs and commercial banks

with perceptible improvement in gross/net NPA position

as on 31 March 2004 or recoveries as on 30 June 2004,

higher lendings, deposit mobilisation and improved

internal control systems, were eligible for higher quantum

of refinance. Provisions had also been made for

relaxation in the norms in the event of natural calamities.

d. Scheduled Primary Urban
Co-operative Banks

3.46 Primary Urban Co-operative Banks (PUCBs)

with ‘A’ audit classification as on 31 March 2003, net

NPAs not exceeding 6 per cent and have posted net

profits during the preceding three years, ending 31 March

2003 with no accumulated losses were eligible for

unrestricted refinance.

D. Prepayment and Resetting

3.47 In order to enable SCBs, SCARDBs, RRBs and

commercial banks reduce their cost of funds for financing

agricultural term loans, a scheme for prepayment of high

cost refinance availed by these banks earlier and availing

of equivalent amount of refinance was introduced by

NABARD during 2004-05. SCARDBs, weak RRBs and

weak SCBs were given the option to reset the interest

rates at 8 per cent p.a. on the entire amount of refinance

outstanding to NABARD, subject to compliance with

certain specific parameters relating to their functioning,

business performance, effective internal control system,

etc. So far, 20 commercial banks, 158 RRBs, 18 SCBs

and 3 SCARDBs prepaid refinance to the tune of

Rs.3,693 crore and 13 SCARDBs, 1 SCB and 3 RRBs

opted for resetting of interest rate.

E. Refinance Support

3.48 The ref inance budget for deployment of

investment credit for 2004-05 was fixed at Rs.8,800 crore

comprising refinance portfolio of Rs.8,500 crore and co-

finance portfolio of Rs.300 crore. The total refinance

disbursement during the year increased by 13 per cent,

aggregating Rs.8,577.46 crore, as compared to

Rs.7,605.29 crore during the previous year.

a. Agency-wise Disbursements

3.49 With a share of 32 per cent in the total refinance

disbursed during the year, SCARDBs continued to have

the largest share. However, this has progressively

reduced over the years,  ref lect ing the decl ining

absorptive capacity of these banks. Refinance availed

by SCBs as a group has been declining both in absolute

terms and in terms of percentage share in the total

refinance disbursed. The declining trend is indicative of

the need for more divers i f icat ion in lending for

investment credit by these banks. Share of commercial

banks and RRBs has increased over the period (2003-

05) and this has partly been on account these banks

availing fresh refinance  against prepayment of high cost

refinance, during 2004-05 (Table 3.5/ Chart 3.1).

Training in soap making
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b. Spatial Distribution of Refinance

3.50 The flow of refinance varied widely across

states and regions with Uttar Pradesh absorbing the

largest amount of Rs.1,473.57 crore, followed by

Punjab (Rs.1,041.82 crore) and Andhra Pradesh

( R s . 8 9 4 . 9 3  c r o re ) .  R e g i o n- w i s e ,  t h e  h i g h e s t

disbursement was in nor thern region followed by

southern,  cent ra l ,  eas ter n ,  wes tern  and nor th-

eastern regions. Refinance disbursed in central and

north-eastern regions increased significantly during

2004-05 as compared to the previous year. Over the

period (2003-05) the share of southern and western

regions declined while that of central and northern

regions increased in total refinance disbursement

(Table 3.6/Chart 3.2).

3.51 Desegregation of refinance disbursements by

agencies and states indicates that while 75 per cent

of the disbursement to RRBs was in Andhra Pradesh,

Assam, Karnataka, Orissa, Uttar Pradesh and West

Bengal; 63 per cent of the refinance disbursed to SCBs

was in Karnataka, Kerala, Punjab, Tamil Nadu and West

Bengal and 70 per cent of the refinance disbursed to

SCARDBs was in Haryana, Madhya Pradesh, Punjab

and Uttar Pradesh. The trends once again reflect the

varying absorptive capacity of different categories of

banks in different states.

Table 3.6: Region-wise Refinance Disbursements

(Rs. crore)

Region 2002-03 2003-04 2004-05

Central 1,684.39 1,672.89 2,095.32
Eastern 813.68 1,069.29 1,035.48
Northern 1,619.55 1,780.97 2,247.95
North Eastern 119.61 122.62 218.71
Southern 2,210.09 2,164.56 2,192.26
Western 971.46 794.96 787.74

Total 7,418.78 7,605.29 8,577.46

Central : Madhya Pradesh, Chhattisgarh, Uttar Pradesh and
Uttaranchal

Northern : Haryana, Himachal Pradesh, Punjab, Rajasthan, J&K,
Delhi and Chandigarh

Southern : Andhra Pradesh, Karnataka, Kerala, Tamil Nadu,
Pondicherry and Lakshadweep Islands.

Western : Gujarat, Goa, Maharashtra, DN Haveli and Daman & Diu.
Eastern : Bihar, Jharkhand, Orissa, W.Bengal, Sikkim and A&N

Island.
NER : Assam, Arunachal Pradesh, Manipur, Meghalaya,

Mizoram, Nagaland and Tripura.

Table 3.5: Agency-wise Refinance Disbursements

 (Rs. crore)

Agency 2002-03 2003-04 2004-05 Cumulative*

SCARDBs 2,853.50 2,544.14 2,709.98 31,995.71

SCBs 1,783.73 1,736.50 1,243.92 10,088.02

Commercial
Banks 1,241.54 1,713.60 2,569.56 25,301.30

RRBs 1,538.63 1,589.35 2,049.11 13,641.72

PUCBs/
ADFCs 1.38 21.70 4.89 139.72

Total 7,418.78 7,605.29 8,577.46 81,166.47

* Upto 31 March 2005.
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c. Sector-wise Disbursements

3.52 During the year, non-farm sector (including rural

housing) accounted for the major share (30%), animal

husbandry (13%), farm mechanisation (12%), minor

irrigation with land development and SHGs (11 % each),

activities like plantation and horticulture, storage and

market yards, and activities under SGSY, SC-ST action

plan, etc., (10%) and others (13%) (Table 3.7/ Chart 3.3).

i. Minor Irrigation

3.53 The disbursement under minor ir rigation

(excluding SGSY) stood at Rs.680.12 crore, accounting for

8 per cent of the total disbursement during the year and 17

per cent of the cumulative disbursement. The disbursement

was largely concentrated in Andhra Pradesh, Bihar, Madhya

Pradesh, Punjab and Uttar Pradesh. SCARDBs continued

to be the largest agency (55%), followed by commercial

banks (20%) in drawal of refinance under this sector.

ii. Farm Mechanisation

3.54 With a view to boost credit f low for farm

mechanisation activities, some of the important policy

changes effected during the year were:

i. Extension of refinance for financing the purchase of

second hand tractors to all states and also for second

resale of tractors.

ii. Enhancement of quantum of loan for repairs,

renovation and replacement of spare parts from

Rs.0.25 lakh to Rs.0.50 lakh. Ceiling in respect of

cost of replacement of engine was removed and it

was linked to the company rates of standard make.

Loans for repairs/renovation of tractors were made

Table 3.7: Sector-wise Disbursement of Refinance

(Rs. crore)

Sector 2002-03 2003-04 2004-05 Cumulative**

MI 854.98 651.45 680.12 13,874.90

LD 250.69 185.56 291.28 1,599.84

FM 992.60 827.51 1,054.80 16,421.01

P&H 292.03 250.75 235.71 3,303.21

DD 909.19 669.15 754.11 6,682.66

PF/SGP/ 358.81 280.37 361.57 3,261.72

AH-Others

Fisheries 34.73 23.25 25.63 794.26

Forestry 12.40 10.94 9.56 309.32

S & M Yard 48.47 25.38 32.91 856.46

SGSY 401.29 229.45 483.15 11,438.76

NFS 2,007.40 2,363.22 2,542.58 14,052.26

SC/ST-AP 112.08 73.61 79.62 919.25

SHG 622.47 705.44 967.76 3,085.91

Others* 521.64 1,309.21 1,058.66 4,566.91

Total 7,418.78 7,605.29 8,577.46 81,166.47

* Includes rural godowns and cold storages, two wheelers, home -
stead farming, contract farming, bullock-carts, biogas, etc.

**Upto 31 March 2005.

MI : Minor Irrigation LD : Land Development
FM :  Farm Mechanisation DD : Dairy Development
P&H : Plantation and Horticulture PF : Poultry Farming
S&M Yard : Storage and Market Yards
SGP : Sheep, Goat and Piggery
AH : Animal Husbandry
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available even during the currency of the earlier loan,
irrespective of loans availed for purchase of tractors.
Further, banks were allowed to extend loan towards
the cost of repairs on account of damages caused to
tractors due to accidents.

iii. Reduction of margin money for purchase of new
tractors and second hand tractors to 5 and 10 per
cent, respectively, of the investment cost.

3.55 NABARD and Tractor Manufacturers' Association
have agreed to co-ordinate on certain issues relating to
promotion of farm mechanisation programmes, in the
light of relaxations extended by NABARD recently in the
Farm Mechanisation Policy. Support to agri-clinics and
agri-business centres, involvement of farmers' clubs, etc.,
are the areas of collaboration envisaged.

3.56 The ref inance disbursement for farm
mechanisation during the year stood at Rs.1,054.80 crore
showing an increase of 27 per cent over the previous
year. Gujarat, Madhya Pradesh, Punjab, Rajasthan and
Uttar  Pradesh accounted for  a major share in
disbursement, while among the agencies, SCARDBs
(47%) and commercial banks (28%) had the major share.

iii. Animal Husbandry

3.57 Refinance disbursement under Animal Husbandry
sector  at Rs.1,115.69 crore  during 2004-05 showed an
increase of 17 per cent over the previous year. Concentration
of disbursement was observed in Haryana, Punjab and Uttar
Pradesh and the largest share was of SCARDBs.

iv. Non-Farm Sector

3.58 The Swarozgar Credit Card scheme was
introduced by NABARD in 2003 to take care of the
investment and working capital requirements of small
borrowers. By end-March 2005, 161 RRBs, 35 commercial
banks and 71 co-operative banks had introduced the
scheme and issued 1.79 lakh cards involving credit limits
of Rs.532.53 crore. It is planned to cover 40 lakh self-
employed eligible borrowers under the scheme by end of
X Five Year Plan.

3.59 Refinance was made available to banks for loans
extended to all income and employment generating
activities in rural areas including the service sector and
activities related to creation of infrastructure, education
and health. Refinance was made available to banks for
financing new units as well as for modernisation,
expansion, renovation and diversification in the case of
existing units.  The limits under automatic refinance (ARF)
of NFS for various refinance schemes were increased from
Rs.15 lakh to Rs.50 lakh and Rs.20 lakh in the case of
commercial banks and other banks, respectively.

3.60 The ref inance disbursement under NFS
(including rural housing) during the year amounted to
Rs.2,542.58 crore.  So far,  ref inance suppor t  of
Rs.14,052.26 crore has been provided resulting in the
sett ing-up of 27 lakh enterprises and generating
employment opportunities for 94 lakh persons. NABARD
conducted an impact assessment study in relation to the
support extended under NFS (Box 3.2).
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3.61 Considering the importance of conservation of

rainwater and sanitation facilities in rural areas, the rural

housing scheme was framed so as to cover rainwater

harvesting structures and sanitation as part of the

housing unit and for construction of the same even in

existing structures. Rural housing, included under the

thrust area accounted for a significant share (50%) of

the refinance disbursement under NFS during the year.

The Bank has so far, disbursed refinance of Rs.3,578.56

crore towards construction of new houses and for

repairs/renovation of 2.64 lakh units. With a view to

rehabilitate the victims of Tsunami, a special housing

scheme has been formulated for them (Box 3.3).

Box 3.3
Rural Housing  Scheme for Tsunami Victims

With a view to rehabil i tate vict ims of the Tsunami
Catastrophe, a special housing scheme has been formulated
for them with the following salient features:

• The scheme would be operative in Andaman & Nicobar
Islands, Andhra Pradesh, Kerala, Orissa, Pondicherry and
Tamil Nadu covering only bona fide Tsunami victims.

• Quantum of bank loan for all eligible borrowers will be
Rs.15 lakh for construction and Rs.5 lakh for repairs and
renovation, with repayment period upto 9 years.

• Cent per cent refinance at 4.25 % p.a. interest rate to all
banks irrespective of the loan amount within the ceiling.

• Banks to provide loans to the ultimate beneficiaries at
maximum 7% p.a.

Box 3.2
Study on Rural Non-Farm Sector

NABARD instituted a countrywide study to ascertain the quality, health and sustainability of units supported under NFS. The study
covered 1,619 units spread over 26 districts from 15 states encompassing a broad spectrum of activities from traditional ones like
mat weaving, brick making, to modern ones like computer based information units, etc. The major findings of the study are:

• Most of the units (68%) were found to be in good health and sustainable, however, there were large inter-state variations (11 to 85%).

• Service-oriented and SRWTO activities had an edge over other activities in respect of sustainability.

• Inadequacy of working capital, non-availability of quality raw material and labour, over-dependence of ancillary units on the
parent industries, power supply constraints, brand competition, connectivity and transportation problems, inadequate marketing
network, seasonality of activities, obsolete technology, etc., led to poor health/non-sustainability of some units.

• The loan amount per unit varied between Rs.0.25 lakh and Rs.32 lakh. In respect of 57% of units the loan amount was less
than Rs.2 lakh, while 8% of the units availed more than Rs.10 lakh. Bank loan extended to units varied from 45 to 90% of the
investment costs. Under financing was reported in 5% cases. Misutilisation of the loan varied between 2 and 20%.

• Employment generated per unit was 5 person days, varying from 2 (retail trade) to 26 (seed processing).

• In co-operative banks, the procedure for sanctioning loans was cumbersome and time consuming, and land was invariably
mortgaged as security, appraisal was not proper and the monitoring weak.

• The recovery of loans for NFS was better compared to recovery in other activities and the overall recovery performance of the bank.

• It was also observed that: (i) awareness about NFS schemes was low especially among co-operative banks, (ii) capacity
building of artisans in design and brand development was essential, (iii) skill upgradation and training in enterprise management
are essential to ensure sustainability and (iv) there is need for market research, product development and diversification.

v. Micro-Finance

3.62 A significant expansion of the programme was

witnessed during 2004-05 with credit linkage of 5,39,385

new SHGs by the banking system indicating growth of

49 per cent over the previous year. The cumulative

number of SHGs credit linked increased to 16.18 lakh

while the bank loan extended increased to Rs.6,898.46

crore as on 31 March 2005 (Table 3.8). The average

size of loan to SHGs increased by 49 per cent from

Rs.28,560 (31 March 2003) to Rs.42,620 (31 March

2005) exhibiting a process of credit intensification in

SHGs. Bank loans disbursed to SHGs during the year

aggregated Rs.2,994.26 crore (including repeat loans to

the tune of Rs.1,267.64 crore provided to 2.58 lakh

existing SHGs financed in earlier years) as compared to

Rs.1,855.53 crore disbursed during the previous year.

NABARD provided refinance aggregating Rs.967.76

crore during 2004-05 for supporting 2,13,845 SHGs as

against the refinance of Rs.705.44 crore covering

1,17,409 SHGs during the previous year. The cumulative

refinance support aggregated Rs.3,085.91 crore.

3.63 The Micro-Finance programme for the banking

system has developed as a commercial proposition with

its advantage of lower transaction costs, near zero NPAs
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and generation of goodwill among rural clientele of bank

branches leading to other quantitative benefits and

business expansion. All the 48 commercial banks and 196

RRBs in addition to 330 DCCBs (out of 365) have

participated in the programme. In terms of participation

by different financing agencies in the programme,

co-operative banks increased their share in SHGs financed

to 13 per cent as on 31 March 2005 from 11 per cent as

on 31 March 2003, reflecting the interest being evinced

by these banks.

vi. Agri-Clinics and Agri-Business Centres

3.64 The scheme for setting-up of agri-clinics and agri-

business centres (ACABC) by agriculture/veterinary

graduates introduced during 2001-02 aims at

supplementing the exist ing extension network to

accelerate the process of technology transfer, supplement

the efforts of state agencies in providing inputs and other

services to farmers and also provide self-employment

opportunities to graduates of agriculture/allied disciplines.

The scheme is being jointly implemented by NABARD,

Small Farmers' Agri-business Consortium  (SFAC) and

National Institute of Agricultural Extension Management

(MANAGE). The activities relating to conducting of

training programmes are coordinated by MANAGE.

During the year, 2,977 agriculture graduates were trained

and bank loan of Rs.2,399.57 lakh disbursed for setting-

up of 782 units under the scheme. So far, 1,656 trained

agripreneurs, out of 7,145 trained agriculture graduates

have established units in different parts of the country,

some of which have become successful ventures (Box 3.4

Table 3.8: SHG - Bank Linkage Programme :
Cumulative Progress
(As on 31 March)

(Rs. crore)

Year SHGs Bank SHGs Refinance
Financed Loans Refinanced Disbursed

(No.) Disbursed* (No.)

2001 2,63,825 480.87 2,13,213 394.98

2002 4,61,478 1,026.34 3,40,131 790.24

2003 7,17,360 2,048.67 4,93,634 1,412.71

2004 10,79,091 3,904.20 6,11,043 2,118.15

2005 16,18,476 6,898.46 8,24,888 3,085.91

* Includes repeat loans issued to existing SHGs.

Box 3.4
From Lab to Land

Dr. B.P. Singh established Green Fields Associates on 8 June
2003 at Shahdol as an agri-clinic and agri-business centre
after a long tenure as Senior Agronomist with Hindustan
Fertilizers Corporation Ltd. The objective was, to provide
input support and extension services to the farmers.
Dr. Singh  underwent training conducted by MANAGE and
SFAC at  Academy of  Adminis t rat ion,  Bhopal  and
established the agri-clinic with help of a bank loan of Rs.2
lakh from Central Bank of India. The Centre provides
assistance in: (i) production of certified seeds particularly,
cereals (paddy), pulses (urad), oilseeds (til), vegetables and
seasonal flowers (Namdhari seeds) and their distribution to
selected farmers, (ii) supply of manures/fertilizers (bio,
organic and chemical), pesticides and farm equipments on
hire, (iii) providing services like soil testing, field visits, aiding
in  development and maintenance of domestic kitchen
gardens, providing advice to farmers through local dailies,
etc., at reasonable charges. The entire cultivation process
from sowing to harvesting is supervised by the Centre.
During 2004-05, seed production of pulses on 6 ha. of land
of 6 farmers was supported. The unit also has its own
nursery for producing planting material. Dr. Singh also plans
to provide artificial insemination facilities for cattle in the
future with the help of state government departments.

and 3.5). Maximum number of units have been

established in Andhra Pradesh, Bihar, Gujarat, Madhya

Pradesh, Maharashtra, Rajasthan and Uttar Pradesh.

3.65 The following initiatives were taken for promotion

of the scheme:

i. Banks were advised that shortfall in margin money/

down payment by the borrower can be supported

out of ‘soft loan margin money assistance fund’ of

NABARD, subject to a maximum of 50 per cent of

margin prescribed by banks. Such loans to banks

would be interest free but banks could levy a service

charge of upto 2 per cent and the soft loan assistance

would be given irrespective of financing banks

availing of refinance from NABARD.

ii. Rate of interest on refinance was fixed at the lowest

slab irrespective of size of the loan.

iii. Margin money/collateral security requirement was

waived for loans upto Rs.5 lakh as per the relaxation

provided in the RBI Annual Credit and Monetary

Policy for 2004-05.
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Box 3.5
Marketing Manager to Agripreneur  - A Journey

Shri P.V. Jagannadha Rao, an agriculture graduate, with vast experience in a multinational agri-input manufacturing company,
established M/s. Biostar Agritech in 2001 with the objective of providing support to the farming community in Andhra Pradesh.
The company aimed at promoting synthetic and biological agriculture inputs as also focus on marketing and brand development.
As it coincided with launching of the ACABC scheme, Shri Rao, though initially reluctant, underwent training in May 2003, at a
MANAGE designated institute. Consequently, M/s Green Biotech, an exclusive agency engaged in manufacturing and promoting
the usage of bio-fertilizers and bio-pesticides, propagating contract farming through corporate buyback, integrated pest management
(IPM) in paddy cultivation and providing extension services to the farmers was formed. Identifying his core competency, Shri Rao
decided to support interventions in the case of 3 crops, viz., cotton, chilly and paddy for providing specific solutions on nutrition
and pest management in Guntur, East and West Godavari and Warangal districts. He organised farmers' meet in villages with
large areas under cultivation of the selected crops and developed a long-term relationships with them, providing his services free
of cost and remaining in constant touch with them through assistants hired on contract basis. After 8 farmers' meets, the acceptance
rate was about 25% among the participating farmers and nearly 300 farmers now come for regular consultations. He simultaneously
started manufacturing his own bio-fertilizers and bio-pesticides and selling them to the farmers who were encouraged to buy it
only after having been convinced about the quality and price of the product. This initiative has grown over the last 3-4 years and
the companies today boast of a turnover of around Rs.100 lakh.

vii. Financing Purchase of Land for Agricultural
Purposes

3.66 The scheme was introduced in 2001 to enable

small/marginal farmers, share croppers/tenant farmers

to purchase land for agricultural purposes. During

2004-05, 3,218 units were financed involving bank loan

of Rs.59.60 crore. Refinance extended by NABARD

under the scheme amounted to Rs.49.98 crore.

3.67 To broad base the target group and enlarge the

coverage of small farmers, the norms stipulated under

the scheme for identification of small farmers have been

revised in consultation with RBI and Indian Banks'

Association (IBA). Consequent upon this, the acreage

ceiling prescribed for small farmers for different agro-

climatic zones, based on pre-development net income

of the farmers as circulated by NABARD, has been

adopted under the schemes. During 2004-05, 67 per cent

of the refinance (excluding refinance in respect of loans

for farm mechanisation, institutions, etc.) was against

loans disbursed to small farmers (Table 3.9).

d. Co-financing

3.68 So far, NABARD has executed Memoranda of

Understanding (MoU) with 12 commercial banks

(including Vijaya Bank during 2004-05) for supporting

agricultural projects under co-financing arrangement.

iv. Six months' expenses for setting-up of units were

allowed to be capitalised and included in the

project cost.

v. A district level task force comprising Lead District

Manager, DDM-NABARD, representative from the

nodal training institution and other leading bankers

has been constituted to select and recommend

projects for bank loan assistance.

vi. To ensure effective implementation of the scheme

and close monitoring at the RO level, nodal officers

were provided orientation training by MANAGE.

vii. Close coordination by NABARD with MANAGE  and

financing banks has created greater awareness and

helped in better progress of the scheme at ground level.

‘Krishi Vihar’ - An agri-clinic at Miryalguda, Nalgonda district
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Ten projects were sanctioned under such arrangement

including three projects sanctioned during the year with

a total financial outlay (TFO) of Rs.26.50 crore and term

loan component of Rs.19.13 crore. NABARD's share in

these projects works out to Rs.9.57 crore. There are six

on-going projects related to organic farming, bio-fuel

production, milk processing, embryo transfer technology,

etc. NABARD has committed Rs.23.27 crore as against

sanctioned term loans of Rs.50.17 crore and TFO of

Rs.72.43 crore under these projects. A sum of Rs.3.18

crore was disbursed by NABARD during the year taking

the cumulative disbursement to Rs.3.82 crore.

e. Capital Investment Subsidy Schemes

3.69 During the year, three Capital Investment

Subsidy (CIS) schemes of GoI, viz., (i) cold storages,

onion godowns and rural godowns, (ii) on-farm water

management (OFWM) in eastern states, and (iii) million

shallow tubewell programme (MSTP) continued to be

implemented by NABARD. Progress under these

schemes is indicated in Table 3.10. In addition four new

GoI schemes, viz., (i) rain water harvesting scheme for

SC/ST farmers, (i i) development/strengthening of

agriculture marketing infrastructure, grading and

standardisation, (iii) commercial production units of

organic inputs under National Project on Organic

Farming, and (iv) venture capital fund for dairy and

poultry sectors were introduced during the year.

NABARD has been involved in the preparation and

propagation of these model schemes and would oversee

the operationalisation, administration of subsidy and

would monitor their progress.

i. Cold Storages, Onion Godowns and Rural
Godowns

3.70 The implementation period for schemes for cold

storages/onion godowns and rural godowns was extended

upto 31 March 2005 and 2007, respectively. So far, 920

cold storage and 196 onion godown projects have been

sanctioned, mostly by commercial banks. Against the

target of 12 lakh MT for cold storages and 4.5 MT for

Table 3.9: Refinance disbursed to Small Farmers  vis-a-vis Toral Distursements (2004-05)

(Rs. crore)

Purpose Total Disbursement No. of SF Assistance to SFs
Disbursement to SF@ Accounts (lakh) (% to total disbursement)

Minor Irrigation (excluding REC) &
Land Development 971 527 4 54

Diversified Purposes* 6,509 4,477 47 69

Total 7,480 5,004 51 67

@ Covers borrowers under SGSY
* Excludes refinance for farm mechanisation, storage and market yards, seed projects, forestry, etc.

Table 3.10: Progress under CIS Schemes

(Rs. crore)

Particulars Cold Storages/Onion Godowns Rural  Godowns On-Farm Water Million Shallow
Mangement Scheme Tubewell Programme

During   Cumulative During   Cumulative During   Cumulative During Cumulative
the year  the year the year the year

Projects sanctioned (No.) 309 1,116 4,302 7,108 41,421 98,352 1,79,260 3,08,848
Financial outlay 391.21 1,338.07 520.17 1,708.86 88.60 206.07 – –
Bank loan sanctioned 204.42 703.31 346.19 1,110.82 26.58 85.32 – 691.36
Eligible subsidy 71.61 278.74 89.01 310.37 12.74 115.11 231.81 384.68

Refinance sanctioned 6.33 282.71 88.32 372.96 NA NA NA NA

NA – Not Applicable.
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onion godowns, the capacity created was 39.77 lakh MT

and 0.31 lakh MT, respectively.

3.71 In the case of rural godowns, certain modifications

were effected, viz., reduction in subsidy to individuals

other than farmers, i.e., traders, businessmen, etc.,

godowns of smaller size, i.e., upto 50 MT were made

eligible for subsidy, ceiling was raised to 28 lakh MT in

a state for subsidy eligibility, etc. As against the target of

18.50 lakh MT, capacity of 98.74 lakh MT has already

been created.

ii. On-Farm Water Management Scheme in
Eastern India

3.72  The OFWM scheme was launched during

2001-02 with provision for subsidy for construction of

shallow tubewells, dugwells, low lift points and pump

sets in ten eastern states. NABARD is involved in its

implementat ion, coordinat ion with the agencies

concerned, administration of subsidy and monitoring.

During 2004-05, 41,421 units involving bank loan of

Rs.26.58 crore were sanctioned and subsidy of Rs.12.74

crore was released.

iii. Million Shallow Tubewell Programme

3.73 The MSTP launched during 2001-02 is being

implemented by Government of Bihar in 38 districts of

the state and envisages bringing in 20 lakh ha. of

additional agricultural land under assured irrigation over

a period of f ive years. In order to speed up the

implementation of the programme, NABARD has

conducted a series of meetings involving the state

government, participating banks and the Planning

Commission. So far, an amount of Rs 691.36 crore and

Rs.384.68 crore have been disbursed as bank loan and

subsidy, respectively.

iv. Water Harvesting Scheme for SC/ST Farmers

3.74 This scheme provides financial support to SC/

ST farmers for creation of irrigation facilities in their

homesteads/farm lands for which 50 per cent of the project

cost would be provided as back ended subsidy by GoI

and the balance would be financed through bank loan.

One lakh water harvesting structures are proposed to be

suppor ted during the period 2004-07. State-wise

allocations have been made based on the proportion of

SC/ST families and potential available for water harvesting

structures in the state. During the year, 293 units were

financed involving TFO of Rs.64.87 lakh.

v. Creation of Agricultural Marketing
Infrastructure

3.75 This scheme was introduced in October 2004 and

would be operative up to 2006-07. It aims at establishing/

strengthening of infrastructure for marketing, grading,

standardisation and quality certification of agricultural

produce. GoI assistance of Rs.175 crore would be

available as back-ended subsidy. The scheme would be

implemented in states that have amended the APMC Act

allowing private participation in agriculture marketing.

vi. National Project on Organic Farming

3.76 Ministry of Agriculture, GoI has launched a

National Project on Organic Farming for production,

promotion and market development of organic farming

in the country. The scheme will be implemented during

2004-07 and envisages back-ended subsidy upto 25 per

cent of the project cost aggregating Rs.23 crore. Three

types of schemes are being considered, viz., fruits/

vegetables compost (35 units), bio-fertilizer (30 units) and

vermiculture hatchery (200 units) with the maximum

quantum of subsidy per unit of Rs.40 lakh, Rs.20 lakh

and Rs.1.50 lakh, respectively, of the project cost.

vii. Venture Capital Fund for Dairy and Poultry
Sectors

3.77 Ministry of Agriculture, GoI has announced a

scheme for creation of a fund for providing Venture

Capital for the dairy and poultry sectors. The scheme

will be implemented during the X Plan period and

involves a total revolving fund assistance of Rs.25 crore,

to be made available to individual NGOs, public and

private sector undertakings, co-operatives, etc. Under

the dairy sector eligible activities would include setting-

up of modern dairy farms, bringing about structural

changes in the processing and marketing of pasteurised
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milk at the village level, upgradation of quality and

traditional technology to handle milk on a commercial

scale. Under the poultry sector assistance would be

provided to boost the unorganised poultry sector in states

where development of poultry sector is in primitive stage,

and provide incentives and create infrastructure facilities

for export of poultry products by the organised sector in

advanced states, establishing poultry and breeding farms

with low input technology, setting-up of poultry feed

plant/laboratory, egg grading, packing and storing facility

for export, marketing of poultry products, etc. Of the

total project outlay, half the cost would be met interest

free from the fund, 40 per cent from bank loan and

balance would be the entrepreneur's contribution.

Commercial banks, RRBs and co-operative banks would

implement the scheme, while NABARD would be the

Nodal Agency for implementation, monitoring and

administering the fund under the scheme.

F. Rates of Interest on Refinance

3.78 NABARD fixes the rate of interest on refinance

for loans provided by client institutions in a region,

activity and borrower specific manner to direct the flow

of credit  such that less developed regions, activities

covered under thrust areas and borrowers availing

smaller size of loans get credit on relatively liberal terms.

Presently, there are three slabs depending upon the

loan size, viz., loans upto Rs.0.5 lakh (slab I), Rs.0.5 to

Rs.2 lakh (slab II) and above Rs.2 lakh (slab III). Rates

of interest on refinance are lowest for slab I and highest

for slab III. In the case of thrust areas and less developed

regions, lower rate of interests are prescribed even in

slab II and III.

3.79 High priority is accorded to the scheme for

financing agriculture graduates by banks for setting-up

of agri-clinics and agri-business centres. Interest on

refinance under this scheme prescribed for loans under

slab I was made applicable for higher slabs too with

effect from 23 August 2004. Similarly, to accelerate

growth and development in NER, Sikkim and Andaman

& Nicobar Islands, refinance was offered at the lowest

rate of interest in all slabs.

3.80 There was an increase of 50 basis points in the

rate of interest charged by NABARD on refinance

available at the lowest rate with effect from 16 March

2005, keeping in view the cost of resources and the

market conditions. No change, however, was effected in

respect of higher rates, and refinance continued to be

made available at earlier rates thereunder. The rates of

interest on refinance effective from 16 March 2005 are

indicated in Table 3.11.

Table 3.11: Rate of Interest for Term Loans under Farm and Non-Farm Sectors

(Per cent)

Sr. Activity/Region Loan Size
No.

Upto Rs.0.5 lakh Rs.0.5 to Rs.2 lakh Above Rs.2 lakh

1. All activities in NER including Sikkim and A&N Islands 6.00 6.00 6.00

2. Agri-clinics & Agri-business Centres in all regions 6.00 6.00 6.00

3. MI, DLF, LD, WLD, SGSY, SHG, SC/ST Action Plan,
OF, Contract Farming under AEZ, A&M, RH and FM
in regions other than  Sr. No. 1 6.00 6.25 6.25

4. NFS in regions other than Sr. No. 1 6.00 6.25 6.50

5. Cold Storages / Rural Godowns and other activities in
regions other than Sr. No.1 6.00 6.25 6.75

MI: Minor Irrigation DLF: Dry Land Farming LD: Land Development WLD: Wasteland Development
SGSY: Swarnajayanti Gram Swarozgar Yojana SHG: Self Help Group OF: Organic Farming AEZ: Agri-Export Zone
A&M: Aromatic and Medicinal Plants RH: Rural Housing NFS: Non-Farm Sector FM: Farm Mechanisation
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G. Investment/Scheme Specific
Studies

3.81 With a view to identify factors affecting the

smooth implementation of schemes and to initiate

remedial action, NABARD undertakes monitoring studies

of various investments. During the year, 40 investment

and 17 scheme specific studies were conducted.  Some

of the positive features observed include group financing

by banks for tractors and fish farming in community ponds

where individual beneficiaries were   not eligible for bank

loan, enhanced market accessibility through SRWTO

schemes which have made significant impact on various

aspects of agriculture, improved cropping intensity and

returns per unit area under homestead farming schemes,

etc. Common procedural deficiencies and operational

constraints identified in implementation of schemes

include under financing, insufficient unit cost, fixing of

inadequate repayment period, poor post-disbursement

supervision/follow-up, lack of awareness of technical

know-how/skill upgradation among beneficiaries, etc.

H. Economic Impact

3.82 During 2004-05, NABARD conducted six ex-post

evaluation studies, viz., one each on buffalo financing,

land development, participatory irrigation management

(PIM) institutions and SHGs and two on cold storage units.

Detai ls relating to the economic impact of these

investments are given in Table 3.12.

3.83 The s tudies  on co ld  s torages  in  Bihar

(Muzaffarpur, Purnea, Samastipur, Saran and Vaishali

districts) and Maharashtra (Ahmednagar, Gondia,

Nagpur and Pune districts) revealed that round the year

availability of commodities owing to establishment of

cold s torages minimised pr ice f luctuat ions thus

benefiting farmers, cold storage owners and the public.

The units were utilised to store mostly potato, dry

chillies, spices, grains, tamarind, fruits, dry fruits and

dairy products. In Maharashtra, a cold storage unit on

an average generated annual recurring employment of

3,076 person days. However, low capacity utilisation

(40 to 90%) led to increase in operational and fixed

costs. Similarly, the absence of pledge loan facility

affected the holding capacity of the farmers. The

massive hor t iculture development programme in

Maharashtra is, however, expected to increase the

production of various fruits, which in turn may improve

the capacity utilisation in the future.

3.84 The study on buffalo financing in Punjab

(Patiala and Sangrur districts) revealed that though the

investments were financial ly sound and recovery

per formance was sat is factory,  improving the

performance of dairy units would require upgrading the

exis t ing infrastructure and adopt ing improved

management practices.

3.85 According to the observations of the study on

land development in West Bengal (Burdwan and

Table 3.12: Benefits Derived from Diversified Investments

(Per Unit)

Sr. Type of State/ Capital Capacity Gross Net Incre- Additional FRR Recovery
No Investment Reference Cost Utilisation/  Value of mental  Employ- (%) (%)

Year (Rs. ‘000) Productivity/  Additional  Income ment
Benefited Area Production  (Rs.’000) Generation

 (Rs.’000) (Person days)

1. Cold Bihar/
Storages 2001 14,560 80 * 5,254 3,441 – 22 65

2. Cold Maharashtra/
Storages 2002-03 16,624 63.43 * 3,753 2,684 3,076 15 100

3. Buffalo Punjab/
Financing 2002-03 20.72 1,925 ** 23.50 7.75 98 47 70

4. Land West Bengal/ 18.31 0.54 @ – 4.16 263$ 24 –
Development 2002-03

* Capacity Utilisation (%)     ** Annual Milk Production (Litres) per Buffalo      $ Non-Recurring  Employment           @ Area (ha.)
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Purulia districts), the investment in land levelling was

financially viable and had a positive impact on farm

income and employment generation. Also, increased

fer t i l i zer  consumption and ir r igat ion resul ted in

increased crop productivity.

3.86 The study in respect of 40 SHGs credit linked

in Wayanad district of Kerala revealed that there had

not only been considerable increase in average savings

and borrowings but also a shift in borrowings from

consumption to income generating activities. Other

posi t ive socio-economic ef fects  l ike increased

employment opportunities, expansion of businesses and

high recovery per formance, improved social and

economic status of members and their ability to confront

domestic/social problems, etc., were also observed. The

groups were also able to increase their net income and

acquire assets exceeding Rs.10,000.

3.87 The evaluation study of PIM institutions in

Karnataka (Bagalkot, Gulbarga, Mandya and Mysore

districts) observed that due to PIM, distribution and

availability of water was better in the command area

leading to increase in irrigated area. Also, training

of farmers and members of Water Users' Association

(WUA) helped increase water-use efficiency and crop

yields. The social benefits of organising WUAs were

construction of canal roads under the food-for-work

programme, which helped improve the motorability

of such roads and transportation of farm inputs by

farmers enabling them to fetch better prices for their

produce, environmental upgradation due to planting

along canals, etc. It was also observed that to ensure

sustainability of PIM, there has to be improvement

in the collection of water rates from the existing level

of 18 per cent of the demand and a gradual shift

towards fixing water rates on volumetric basis to the

individual farmers.

3.88 During the year, commodity specific studies of

grapes, potato and cotton were initiated with a view to

studying their supply chain, covering porduction and

marketing aspects and discovering ways of ensuring

remunerative prices for the producers.

I. Physical Achievements

3.89 With refinance of Rs.8,577.46 crore disbursed

under investment credit during the year, the cumulative

refinance support extended by NABARD aggregated

Rs.81,166.47 crore as on 31 March 2005. Sector-wise

details on the physical units created through refinance

support from the Bank under various activities have been

presented in Table 3.13.

Externally Aided Projects

A. On-going Projects

3.90 In all, eight externally aided projects were at

various stages of implementation during the year. The

details on financial aspects are indicated in Table 3.14

wh i l e  the  p rog res s  under  va r ious  p ro jec t s  i s

highlighted below.

3.91 KfW-  NABARD-  V-Ad ivas i  Deve lopment

Programme in Gujarat has been under implementation

since 1994-95 in Valsad and Dangs districts through

DHRUVA, an NGO promoted by BAIF Development

Research Foundation, Pune, and focuses on small and

marginal farmers, and tribals based on the 'wadi'

( smal l  orchard)  model  wi th  o ther  deve lopment

interventions. The programme has supported both

land holding and landless families by providing micro-

en te rpr i ses  in  fa r m and non- fa r m sec to r s  and

employment opportunities in processing units with

special emphasis on involvement of women. The

programme components include measures to reduce

drudgery, on-farm and non-farm income generating

activities and formation of SHGs for inculcating thrift

and credit habits. As against the target of rehabilitating

10,000 tribal families (8,000 land holding and 2,000

landless families), 13,663 families have been covered

and an area of 5,144 ha. spread over 162 villages has

been brought under wadis of cashew and mango along

with boundary plantation of fuel wood and fodder

species, thus conver t ing the hither to considered

wastelands and non-productive assets of poor tribals

into productive and sustainable assets.
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3.92 From the wadis that were established, cashew

and mango production reached 300 MT and 750 MT

(of  which 150 MT was processed into pick le) ,

respectively, enabling the establishment of 10 village

level processing units. The units provide  perennial

employment to 371 landless people (mostly women) and

have reduce migration and dependence of tribals on

moneylenders. There has also been a shift in cropping

pattern towards commercial crops (vegetables and

pulses), resulting in regular income generation and

developing saving habits through SHGs. As on 31 March

2005, the participants have collected Rs.74 lakh in the

form of savings with 171 Village Ayojan Samitis and

Rs.13.7 lakh with 366 SHGs in 112 villages. Women

development, health and sanitation efforts have led to

better phyto-sanitary conditions and improved socio-

economic status of women. Ten tribal co-operatives have

also been registered to facilitate self-sufficiency in

processing and programme management.

3.93 The inbuilt credit programme is being implemented

through Gram Vikas Mandals since 1998-99 in most of

the programme villages. As on 31 March 2005, the

cumulative loan disbursed and over all recovery was to

the tune of Rs.270 lakh and Rs.178 lakh, respectively.

3.94 KfW-NABARD- IX-Adivas i  Deve lopment

Programme in Maharashtra,  s imi lar  to the wadi

programme in Gujarat, is being implemented through

Table 3.13: Units Financed and Completed

Sr. Investments Units Units financed upto Units completed
No. 31 March upto 31 March

2004 2005 2005

1. Minor Irrigation
i. Tubewells with pumpsets '000 1,487 1,501 1,499
ii. Dugwells with pumpsets '000 2,045 2,057 2,056
iii. Dugwells with conventional lifts '000 664 703 702
iv.  Pumpsets on existing wells '000 2,271 2,346 2,244
v. Others '000 1,575 1,621 1,619

2. Land Development '000 ha. 3,079 3,114 3,112

3. Farm Mechanisation
i. Tractors '000 1,216 1,233 1,232
ii. Power Tillers '000 151 153 152
iii. Other farm equipments  '000 512 559 557

4. Plantation & Horticulure '000 ha. 1,983 2,038 2,036

5. Forestry # lakh ETPs 2,319 2,321 2,320

6. Storage '000 Tonnes. 16,379 16,385 16,383

7. Market Yards No. 2,011 2,015 2,014

8. Dairy Development '000  animals 14,240 14,904 14,902

9. Sheep/Goat rearing '000 animals 36,338 36,393 36,390

10. Piggery '000 animals 1,624 1,648 1,644

11. Poultry lakh birds 1,702 1,734 1,732

12. Fishery
i. Mechanised Boats No. 21,601 21,643 21,639
ii. Other Boats No. 72,586 72,643 72,640
iii. Brackish Water Aquaculture ha. 5,156 5,217 5,215
iv. Fresh Water Aquaculture '000 ha 354 358 356

13. Non-Farm Sector '000 5,212 5,699 5,691

14. Miscellaneous $ '000 12,200 12,969 12,954

ETPs: Entire Tree Plantations.         $ Includes investments such as bullocks, carts, SHG financing, etc.

#  All the trees are assumed to be planted by the end of the period under reference.

Note: While estimating the completed units, appropriate adjustments have been made for units financed upto March 2005, but not likely to
have been completed. It is possible that some of the units might have turned out to be infructuous or remained incomplete beyond
their normal gestation period.
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Table 3.14: Externally Aided On-going Projects
(As on 31 March 2005)

(Rs.) (Amount million)

Sr. Name of Effective Closing External Disbursements made Amounts received
No. Project From Date Assistance by NABARD by NABARD

During Cum.upto During Cum.upto
2004-05 31 March 05 2004-05 31 March 05

1 KfW-NABARD

i. V-Adivasi Development 23 Dec 1994 30 Dec 2007 Euro 13.29 44.79@ 409.38 44.43 412.38$
Programme in Gujarat (DM 26)

ii. Adivasi Special 19 Dec 2002 30 Dec 2007 Euro 1.5 5.07# 74.56# – 73.83
Programme in Gujarat

iii. IX-Adivasi Development 2 June 2000 30 Dec 2010 Euro 14.32 53.28 134.98 41.55 145.90
Programme in Maharashtra (DM 28)

iv. IV-Watershed Development 7 April 2000 30 Dec 2005 Euro 12.78 42.09 512.80 51.99* 545.53
Programme in Maharashtra (DM 25)
(Phase II)

v. Indo-German Watershed 15 July 2002 30 Dec 2011 Euro 8.69 4.98 7.65 3.29 9.05
Development Programme in (DM 17)
Andhra Pradesh

vi. SEWA Bank Capitalisation of 28 June 2002 31 Dec 2009 Euro 4.09 – – – –
Rural Financial Intermediaries

2. CEC - BAIF Project-Transfer of 16 Nov 1995 31 Dec 2004 ECU 19.50 64.58 787.90 64.50 792.23
Technologies for
Sustainable Development

3. NABARD-GTZ-Technical 11 Jan 2000 31 Dec 2003 Euro 1.16 5.29 53.15 1.19 53.15
Collaboration-Linkage of (DM 2.27)
SHGs to banks

4. NB-SDC Collaboration-HID 1 April 2000 31 Mar 2005 SW Fr.9.50 131.29 524.73 36.50 208.55
Partnership in Rural Finance

* Rs.0.17 million received from KfW towards reimbursement of expenditure incurred.

@ The amount of Rs.44.79 million is inclusive of disbursement of Rs.9 million under loan component

$ Rs.35.73 million and Rs.18.53 million during  2002-03 and  2003-04, respectively, from Adivasi Special Programme,Gujarat have been used

to support activities under this programme, as per the provisions of the Agreement. An  amount of Rs.5.07 million has been disbursed under

Adivasi Special Programme by transferring Rs.4.04 million from V-Adivasi Development Programme, Gujarat

# By adding Rs.35.73 million transferred from ADP, Gujarat.

Maharashtra Institute of Technology Transfer for Rural

Areas (MITTRA), an NGO promoted by BAIF, Pune in

three hilly blocks, viz., Mokhada in Thane and Surgana

and Peth in Nasik districts. The project aims to support

14,000 tribal families for developing wadis on their

marginal ly product ive lands and 1,000 landless

women. The project launched in September 2000 has

covered 3,126 ha. under wadis belonging to 8,485

families from 194 villages.

3.95 EU-BAIF project - Transfer of Technologies

fo r  Sus t a inab le  Deve lopmen t  a s s i s t ed  by  the

European Union and launched during 1996-97 aims

at achieving sustainable development of selected

smal l /marginal  farmers and landless famil ies by

promoting income generating activities. The project

implemented through BAIF, Pune and its associate

societies in 217 select villages of 11 districts spread

over 5 states, viz., Gujarat, Karnataka, Maharashtra,
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Rajasthan and Uttar Pradesh came to an end on 31

December 2004.

3.96 Against the target of 33,000 family units, 34,600

have been assisted under the project. To ensure

sustainabi l i ty  of  act iv i t ies  suppor ted,  People 's

Organisations have initiated steps by setting-up of central

procurement and distribution units, processing and

marketing centres, SHG promoting intermediaries,

corporate insurance agents, cattle breeding centres, etc.

Considering the success of the programme, Maharashtra

and Rajasthan have tried to replicate the models in other

areas. Ministry of Rural Development, GoI has been

approached to adopt the model in implementation of

SGSY programme.

3.97 Indo-German Watershed Development

Programme (IGWDP), Maharashtra - Phase II, is an

integrated programme for the regeneration of natural

resources being implemented by Village Watershed

Committees (VWCs) in association with NGOs. In all, 90

watershed projects have been implemented in Phase II in

24 districts with the involvement of 65 NGOs out of which

42 were successfully completed and 1 lakh ha. has been

treated under the programme. The work in remaining

watershed projects is on-going.

3.98 As a post-watershed development initiative, two

Krishi Vigyan Kendras (KVKs) were sanctioned grant

assistance of Rs.17.38 lakh to carry out extension activities

in the field of agriculture and allied activities in 12

watershed villages. Training programmes for beneficiaries

in watershed villages were organised through KVKs. A

scheme for dovetailing of ecological perspective in

watershed development was formulated on a pilot basis

with the help of BAIF. An amount of Rs.13.22 lakh was

sanctioned to the Watershed Organisation Trust to conduct

various training programmes in the watershed villages

during the year.

3.99 Under the KfW-NABARD-IGWDP in Andhra

Pradesh, KfW committed to provide grant assistance for

the first phase of rehabilitation of watersheds in four

selected districts of Andhra Pradesh, viz., Adilabad,

Karimnagar, Medak and Warangal. A Programme Support

Unit has been set up at Andhra Pradesh RO for smooth

implementation of the project and an MoU has been

signed with the Forest Department of the state. Seven

projects have been sanctioned under the CBP envisaging

coverage of 7,000 ha. An MoU has been signed with the

Watershed Support Services and Activities Network

(WASSAN), an NGO to support the Public Sector Unit in

capacity building and documentation.

3.100 KfW review mission visited the project areas in

Maharashtra and Andhra Pradesh in June 2004 and

expressed its satisfaction over the implementation of

the programme.

B. Projects in Pipeline

3.101 The strategic partnership of KfW and NABARD

in successful implementation of Watershed Projects in

Maharashtra and Adivasi Development Projects (Wadi)

in Gujarat and Maharashtra, motivated to conceive the

programme of NRM for broadening the horizon. The

following projects were at various stages of negotiation

and finalisation:

• KfW, Germany has committed to provide grant

assistance of Euro 9.20 million (Rs.51.52 crore) to

selected project-executing NGOs, exclusively towards

investment financing and consultation costs for the

rehabilitation of watersheds in Gujarat and Euro 11

mil l ion (Rs.61.6 crore) for the watershed

development programme in Rajasthan. The

programmes are in the stage of finalising the

Agreement and awaiting clearance from GoI.

• KfW, Germany has, in principle, agreed to provide

grant assistance of Euro 7.16 million (Rs.40.1 crore)

for extension of phase II of the Adivasi Development

Programme in Gujarat. The programme is in the

stage of finalising the Agreement and awaiting

clearance from GoI.

• KfW-Watershed Development Programme in

Maharashtra (Phase III), involving Euro 19.94 million

(Rs.111.7 crore) was cleared by GoI and approved

by NABARD. The concerned programme documents

have been executed.
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C. Operations

a. Sanctions and Disbursements

3.105 During the year, 60,015 projects involving a loan

amount of Rs.8,282.75 crore were sanctioned under

RIDF X taking the cumulative number of projects to

2,16,099 and amount sanctioned to Rs.42,948.51 crore.

Of the total amount sanctioned, rural road and bridge

projects accounted for 45 per cent, irrigation projects

34 per cent, social sector 9 per cent, power sector 3 per

cent and others 9 per cent (Table 3.15). The ambit of

RIDF assistance has been diversified and loans have

been sanctioned for various types of investments in rural

infrastructure (Chart 3.4).

3.102 The X t ranche for  Rura l  In f ras t ruc ture

Development Fund (RIDF) was reintroduced in the

Union Budget  for  2004-05 wi th a substant ia l ly

enhanced allocation of Rs.8,000 crore (as against

Rs.5,500 crore for the IX tranche) and the  Agriculture

Infrastructure and Credit Fund (AICF) introduced earlier

during  2003-04 was discontinued. Loans sanctioned

under AICF were accordingly merged with the sanctions

under RIDF IX and X.

A. Prioritisation of Projects

3.103 Loans under RIDF X were sanctioned for

projects relating to 26 broad sectors/activities, viz., rural

roads  and br idges ,  micro/minor /medium/major

ir rigation, community ir rigation wells, mini-hydel

projects, drinking water, soil conservation, watershed

development / rec lamat ion of  water logged areas,

drainage, flood protection, forest development, market

yards/godowns, apna mandi, rural haats and other

marketing infrastructure, cold storages (public or joint

sectors)  at  var ious exi t  points,  seed/agricul ture/

horticulture farms, plantation and horticulture, grading

and cer t i fy ing mechanisms, such as test ing and

certifying laboratories, fishing harbour/jetties, riverine

f i sher ies ,  an imal  husbandry,  modern abat to i r s ,

construction of school buildings and public health

institutions, etc.

B. Terms and Conditions

3.104 The terms and conditions applicable for sanction

of loans for rural infrastructure projects under RIDF X

remained the same as under RIDF IX. The loans provided

to state governments continued to be secured by means

of irrevocable letters of authority (mandate) executed

by state governments and registered with RBI and the

Time Promissory Notes of state governments. The

lending rate on loans extended to state governments

under RIDF X continued to be linked to the bank rate,

i.e., at 0.5 per cent above the rate prevailing at the time

of sanction of loan.

Table 3.15: Sector-wise Projects and Amount Sanctioned
(As on 31 March 2005)

(Rs. crore)

Sector RIDF X Share RIDF I to X Share
(%)  (Total) (%)

Irrigation
No. 3,060 5.1 79,317 36.7
Amount 2,486.82 30.0 14,788.14 34.4

Rural Bridges
No. 455 0.8 9,332 4.3
Amount 592.59 7.2 4,785.41 11.2

Rural Roads
No. 5,046 8.4 44,144 20.4
Amount 2,472.08 29.8 14,498.28 33.8

Social Sector*
No. 45,838 76.4 68,675 31.8
Amount 1,556.41 18.8 3,877.25 9.0

Power Sector**
No. – – 723 0.3
Amount – – 1,348.33 3.1

Others@
No. 5,616 9.3 13,908 6.5
Amount 1,174.85 14.2 3,651.10 8.5

Total No. 60,015 100.0 2,16,099 100.0
Amount 8,282.75 100.0 42,948.51 100.0

* Social Sector includes Rural Drinking Water, Primary/
Secondary Schools and Primary Health Centres.

** Power Sector includes System Improvement and Mini Hydel
Projects.

@ Others include : Watershed Development, Flood Protection,
CADA, Drainage, Inland Waterways, Soil Conservation, Forest
Development, Rubber Plantat ions, Fisheries, Animal
Husbandry, Seed/Agriculture/Horticulture Farms, Market
Yards/Godowns, Cold Storages, Citizen Information Centres,
Food Parks, etc.

Loans under Rural Infrastructure Development Fund
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3.106 Disbursements under RIDF tranches I, II and III

were closed at end March 2003 and for projects

sanctioned under RIDF IV to VII, the implementation

period was extended upto 31 March 2005 to enable state

governments to complete on-going projects and avail

reimbursement of expenditure incurred there against.

3.107 The disbursements under RIDF I to X aggregated

Rs.25,384.02 crore (Table 3.16). Taking all the RIDF

tranches together, nine states (Andhra Pradesh, Gujarat,

Karnataka, Madhya Pradesh, Maharashtra, Rajasthan,

Tamil Nadu, Uttar Pradesh, and West Bengal) accounted

for 73 per cent of total disbursements and also for 70 per

cent of total sanctions. The state-wise analysis of ratio of

disbursements to sanctions revealed that Mizoram topped

with 89 per cent, followed by Sikkim (81%), Himachal

Pradesh (72%), Maharashtra (70%), Meghalaya and

Rajasthan (69% each), Uttar Pradesh (68%), Goa (67%),

Punjab (66%) and Karnataka (65%). Utilisation of loans

under RIDF was slow in relation to the sanctions, due to

various reasons, viz., land acquisition problems, delays

in tendering and drawal of funds, inadequate budgetary

support at state level, lack of coordination among

implementing departments, etc.

Table 3.16: Cumulative Sanctions and disbursements under different Tranches
(As on 31 March 2005)

(Rs. crore)

RIDF Corpus No. of Amount % of Disbursement
Tranche Projects Sanctioned Phased Disbursed Sanctioned Phased

I 2,000 4,168 1,910.54 1,910.54 1,760.87 92.2 92.2

II 2,500 8,167 2,658.88 2,658.88 2,397.95 90.2 90.2

I 2,500 14,346 2,717.71 2,717.71 2,453.50 90.3 90.3

IV 3,000 6,173 2,904.03 2,904.03 2,367.03 81.5 81.5

V 3,500 13,272* 3,504.41 3,504.41 2,875.33 82.0 82.0

VI 4,500 43,407 4,539.05 4,539.05 3,638.07 80.2 80.2

VII 5,000 25,056 4,792.52 4,792.52 3,370.87 70.3 70.3

VIII 5,500 21,870 6,039.62 6,039.62 3,686.34 61.0 61.0

IX 5,500 19,625 5,599.00 4,291.45 2,147.63 38.4 50.0
X 8,000 60,015 8,282.75 2,694.45 686.43 8.3 25.5

Total 42,000 2,16,099 42,948.51 36,052.66 25,384.02 59.1 70.4

* One lakh STWs sanctioned to Government of Assam treated as a single project.

Chart 3.4
Sanctions and Disbursements under various Tranches of  RIDF Projects

(As on 31 March 2005)

Irrigation Rural Roads &
Bridges

Watershed
Development

Rural Water
Supply

Power
Projects

Flood
Protection

Primary
Schools

Drainage Others

Sanctions                            Disbursements

(Rs.crore)
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b. Sanction of Projects to Panchayati
Raj Institutions

3.108 NABARD sanct ioned loans aggregat ing

Rs.54.28 crore during 2004-05 to Kerala under RIDF X

for rural road and bridge projects to be implemented by

Block Panchayats.

c. Deposits

3.109   With the receipt of Rs.4,353.47 crore as

deposits from commercial banks during the year,

cumulative amount of deposits received under RIDF

upto 31 March 2005 stood at Rs.22,657.53 crore

(Table 3.17). Deposits amounting to Rs.7,272.81
crore were redeemed during the year.

d. Repayments

3.110 An amount of Rs.7,807.29 crore was received
from state governments by way of repayment of RIDF
loans during 2004-05.

D. Employment Generation

3.111 The ass i s tance  p rov ided  under  va r ious
tranches of RIDF for rural infrastructure projects has
facilitated the expansion of the production base in
rural areas and creation of additional employment

opportunities (Box 3.6).

Table 3.17: Year/Tranche-wise Disbursements and Deposits received under RIDF

(Rs. crore)

Year Deposits Disbursements RIDF Deposits Disbursements
Tranche

1995-96 350.00 387.34 I 1,586.56 1,760.87

1996-97 1,042.30 1,087.08 II 2,225.00 2,397.95

1997-98 1,007.04 1,009.03 III 2,308.02 2,453.50

1998-99 1,337.95 1,313.12 IV 1,412.53 2,367.03

1999-00 2,306.63 2,277.87 V 2,766.88 2,875.33

2000-01 2,653.64 3,176.85 VI 3,585.26 3,638.07

2001-02 3,590.72 3,790.37 VII 3,234.84 3,370.87

2002-03 3,857.09 4,103.42 VIII 3,306.43 3,686.34

2003-04 2,158.69 3,922.09 IX 1,810.46 2,147.63

2004-05 4,353.47 4,316.85 X 421.55 686.43

Total 22,657.53 25,384.02 Total 22,657.53 25,384.02

Box 3.6
Accretion to Rural Infrastructure and Employment

                                     (lakh)
Rural Infrastructure
Additional irrigation potential   92.47 ha
Rural road network   1.78 km
Rural bridges  3.31 m
Generation of Employment
Due to increased irrigation :

-  Recurring (jobs) 48.01
-  Non-recurring (person days) 13,681

From non-irrigation projects :
-  Non-recurring (person days) 23,238

Improving Rural Infrastructure - Bridge constructed under RIDF
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E. Assistance to North- Eastern
Region and Sikkim

3.112 The amounts sanct ioned and disbursed

aggregated Rs.77.98 crore and Rs.75.89 crore in NER

and Sikkim, respectively, during the year.

F. Monitoring and Evaluation of
RIDF Projects

3.113 With the portfolio of projects assisted under

various tranches of RIDF being widened at a rapid pace,

the systematic and focused sector-wise monitoring of

rural infrastructure projects to engender productivity and

competitiveness has assumed paramount importance.

NABARD, therefore, continues to lay considerable

emphasis on systematic and sustained monitoring of

projects supported through the Fund.

a. Monitoring

3.114 In order to ensure timely completion of the

projects within the cost  equation and to ensure

adherence to  the approved des ign and qual i ty

parameters monitoring of the projects is being carried

out through desk reviews of periodic returns and field

visits undertaken by officers from ROs, DDMs and

consultants appointed by NABARD for the purpose.

During the year, 8,791 projects were monitored through

field visits. These visits have proved beneficial in taking

early follow-up action with the concerned departments

of state governments for improvement in the pace and

quality of execution of projects.

b. Monitoring Studies - Feedback

3.115 Monitoring study on bridge projects conducted

in Tripura observed that the structures were maintained

in good condition and there was no significant time and

cost overrun.  Rural connectivity had improved providing

access to market places, schools, health centres, etc.,

especially during the long monsoon period.

3.116 The sectoral monitoring studies also revealed that

the projects were well conceived and are likely to bring

about desirable changes in the socio-economic fabric of

the villages in the project areas (Box 3.7).

Box 3.7
Sectoral Studies- Major Findings

The most visible and direct impact of road and bridge
projects has been on reduction in travel time thereby saving
travelling and transportation costs. In the case of irrigation
projects, it was revealed that irrigation availability and
multiple cropping with cash crops in the crop-mix could
improve farm earnings and stimulate investments in allied
sectors thereby mitigating risks/uncertainties during drought
periods. Easy access to safe drinking water and good
sanitation were considered as boon with the implementation
of rural drinking water supply schemes under RIDF. Of
considerable importance is the time saved by rural women
in fetching water as head loads from far-off places, which
now translates into a more productive use of the time saved.
There was also an overall improvement in availability and
delivery of quality power supply in rural areas with the
reduction in breakdowns consequent to the commissioning
of power projects. Due to installation of new sub-stations
near their areas, farmers are able to get power connections
for pumpsets without waiting for a long time. However,
physical progress of some of the projects was hampered due
to various reasons such as, poor fund flow, delay in tendering/
land acquisition/contractors' problems, etc.

3.117 To supplement its own efforts in monitoring,

NABARD tied up with reputed consulting firms, viz., L&T

Ramboll Consulting Engineering Ltd., Tata Consultancy

Services and Consulting Engineering Services (India) Pvt.

Ltd., for conduct of monitoring/evaluation studies in the

case of a few large projects in irrigation, roads and bridges.

Centre for Research in Rural and Industrial Development

(CRRID), Chandigarh conducted an evaluation study of

Rural Drinking Water Supply projects in Punjab.

c. Evaluation Studies- Feedback

3.118 In order to assess the economic and social

impacts of infrastructure investments, NABARD

undertakes on a continuous basis evaluation studies of

select projects supported under RIDF. During the year,

evaluation studies on rural roads (21) in Gujarat, Punjab,

Rajasthan, Tamil Nadu and rural bridges (2) in Orissa were

conducted (Table 3.18/Box 3.8). The studies revealed

improved quality of l i fe result ing from improved

connectivity, better access to technologies, extension

services, markets, increased productivity and better output

price realisation.
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Box 3.8

Evaluation Studies of RIDF Projects- Feedback

The studies on rural road projects in Gujarat (Panchmahal
and Rajkot districts), Punjab (Mukatsar district), Rajasthan
(Jhalawar and Kota districts) and Tamil Nadu (Dindigul
district) revealed that the investments were economically
viable, with the Economic Rate of Return (ERR) ranging
from 17 to 37%. The net  benef i t s  of  const ruct ion/
reconstruction of rural roads is visible from the increase in
cropping intensi ty,  more pronounced in the case of
marginal/small farms (16-23%) compared to medium/large
farms (1-18%) in Punjab, shift in cropping pattern in favour
of commercial crops like vegetables and oilseeds (Punjab
and Rajasthan), increase in wage rate and employment
opportunities for the landless, etc.

The studies reported improved connectivity, better access
to markets, yield increasing technologies and extension
services, higher yields, output prices and net farm income,
newer marketing routes and reduced transportation cost
and time. Increased investments in NFS/small trade/shop
based economic activities and around 2 % increase in
marketable surplus was also reported. Improvement in job
availability, quality of life, education and health facilities
was also reported.

Inspite of extensive monitoring mechanism, time lag in
completion of projects, especially in Punjab (3 projects)
was evident due to untimely receipt of funds. Financial
constraints of state government, lack of proper system for
recovery of the cost from road users and poor maintenance
has lead to deterioration in the condition of the roads.

The study on bridge projects in Orissa (Jajpur and Boudh
districts) also indicated improvement in connectivity to more
than 15,000 villages, agricultural productivity, employment,
market access and better prices for crop/milk produce. There
has been a delay of more than 8 years in completion of the
projects due to inadequate fund flow, change of executing
agencies, cost escalation and change in construction plan.

Special Package for NER

3.119 NABARD continued its policy of facilitating

larger flow of credit to the NER and Sikkim by granting

relaxations to co-operative banks and RRBs operating

in these areas. The salient features of this policy are:

A. Production Credit
i. Compliance with the prescribed eligibility norms

relating to overdues/NPAs for sanction of ST credit

limits for SAO to co-operative banks and RRBs was

not insisted upon.

ii. Concessional rate of interest (at the minimum level

of 5.25% p.a.) to SCBs on ST (SAO) credit limits as

against interest rates ranging between 5.25 and 5.75

per cent p.a. in other states.

Table 3.18: Benefits Derived from Infrastructure Development Projects under RIDF

Sr. Type of Investment State/Reference No. Total Capital Net Additional ERR
No. Year Length Cost Incremental Employment (%)

(Km.) (Rs.'000) Income Generation
(Rs.'000) (Person days)

1. Rural Road Projects
i. Construction of new Punjab/2002 3 12.59 13,412 5,082 60,038 $ 33

link roads
ii. Reconstruction of roads 2 16.38 44,105 8,638 1,89,738 $ 17
iii. Strengthening and Tamil Nadu/2002 2 19.60 51,332 5,620 28 # 20

black topping of roads
iv. Construction of roads Rajasthan/2001-02 4 11.50 12,520 2,396 15 # 28
v. Construction of roads Gujarat/2001-02 10 61.00 43,940 12,704 – 37

2. Rural Bridge Projects
i. On river Mahanadi Orissa/2003-04 1 1,858.66 A 4,12,510 3,10,917 11,96,000 $ >50
ii. On river Kharasrota 1 471 A 2,32,065 69,617 2,41,800 $ 38

$  Non-Recurring  Employment               A : Length in metres                                  # Person days per worker

Infrastructure development under social sector
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iii. Concessional rate of interest (5.75% p.a.) for ST

weavers' finance to co-operative banks as against

interest rate of 6 per cent p.a. charged to banks in

other states.

B. Investment Credit

i. In the case of commercial banks in NER, for drawal

of unrestricted refinance, the percentage of net NPAs

to total loans outstanding as on 31 March 2003 was

fixed at 11 as against 6 for the rest of the country

and for restricted refinance at 25 as against 20 for

the rest of the country. RRBs in NER were allowed

to draw unrestricted and restricted refinance if the

percentage of NPAs did not exceed 17 and 30 as

against 12 and 25 for the rest of the country,

respectively. Co-operative banks in NER were allowed

to draw unrestricted refinance if their gross NPAs did

not exceed 30 per cent as on 31 March 2003 or

recovery of 50 per cent or more as on 30 June 2003,

as compared to gross NPAs upto 20 per cent or

recovery exceeding 70 per cent, in other parts of the

country. Restricted refinance was available to

co-operative banks if their NPAs were between 30 and

40 per cent or recovery was less than 50 per cent.

ii. For thrust areas and NFS activities, cent per cent

refinance was provided to all financial institutions.

iii. The rate of interest on refinance was fixed at the

lowest slab of 6 per cent for all agencies and for all

activities in the NER compared to the range of 6 and

6.75 per cent for the rest of the country.

C. Pilot Scheme

3.120 A Pilot Scheme for accelerating the flow of credit

to the NER by routing it through Village Development

Boards (VDBs) is being implemented in Nagaland. In all,

25 VDBs have been identified and an MoU among

NABARD, Government of Nagaland and State Bank of India

(SBI) was signed. A corpus of Rs.25 lakh (Rs.1 lakh per

VDB) to be shared in the proportion of 40,20, 20 and 20

per cent by the VDB, State Government, NABARD and

Central Government, respectively, has been created. The

corpus is maintained with SBI against which loans in

multiples of the corpus sanctioned by SBI are available to

the VDB for loaning operations. The operational guidelines

for the scheme were finalised by SBI in consultation with

NABARD. All the 25 VDBs have since opened their Corpus

Fund Accounts in various branches of SBI. Financing of

VDBs has commenced in some of the branches.

3.121 NBARD Consu l tancy  Ser v i ces  (P)  L td .
(Nabcons), a wholly owned subsidiary, was registered
with the Registrar of Companies on 17 November
2003 for providing consultancy in the sphere of
agricul ture,  rural  development and al l ied areas.
Nabcons designed to be a small outfit, leverages on
the experience and expertise of its parent organisation
in the areas of rural and agriculture development
especially multidisciplinary projects in various fields,
institutional development, training, etc., gained over
two decades. It has emerged as a dependable and

professional consultancy provider and has carved a
niche market in this field.

A. Management

3.122 In order to have experienced professionals, the
Board of Nabcons has been restructured to include
bankers, academicians and corporate executives. The
present Board under the Chairmanship of Shri Y.S.P.
Thorat, Managing Director, NABARD comprises of Shri
M. Balachandran, Chairman and Managing Director,
Bank of India; Dr. V.B. Jugale, Dean, Shivaji University,

NABARD Consultancy Services

Mushroom cultivation in Tripura
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Kolhapur, Maharashtra; Shri P.H. Ravikumar, Chief

Executive Officer (CEO), NCDEX, Mumbai; Dr. R.

Balakrishnan, Executive Director, NABARD and Shri S.M.

Sheokand, CEO, Nabcons, as Directors. The CEO,

Nabcons is assisted by a team of eight officers including

a full time Company Secretary drawn from NABARD.

B. Progress

3.123 During 2004-05, Nabcons had contracted

85 assignments with a total fee of Rs.1,221.95 lakh

(Table 3.19). The progress is quite encouraging as so

far 168 assignments have been contracted involving a

total consultancy fee of Rs.1,518.02 lakh. Of these,

110 assignments have since been completed for a fee

of Rs.295.58 lakh. The Company achieved viability in

the first year of inception. The net profit after tax for

2004-05 works out to Rs.150.36 lakh.

C. Projects and Clientele

3.124 Preparation of project repor ts for various

activities/investments accounted for major share of

assignments (58 projects). Apart from that, Nabcons has

also handled assignments related to techno-economic

appraisal of projects (27) for various commercial banks,

individual entrepreneurs, corporate and state

governments. The subject matter/areas covered under

these assignments apart from traditional activities, also

included tr ibal area development, wastelands

development, organic farming, integrated poultry farming

and hatchery, cold storages, cold water f isheries

development, greenhouse, export oriented oyster and

mushroom units, seeds and biotechnology, tissue culture,

food processing, establ ishment of food park,

modernization of abattoirs, etc.

3.125 Wide ranging assignments relat ing to the

preparation of techno-economic feasibility reports such

as, setting-up of ultra modern cold storages with pre-

cool ing and packing house uni ts ,  upgrading of

warehousing facilities, manufacturing of egg powder,

maize processing plant, etc., were undertaken for

various clients including Ministry of Food Processing

Industries, GoI, State Governments, State Warehousing

Corporations, NGOs and individual entrepreneurs.

3.126 Nabcons also prepared reports relating to

development and turnaround of Baroda DCCB and

Marudhar Kshetriya Gramin Bank; setting-up of SCBs

in Uttaranchal and Jharkhand (2-tier); undertook studies

involving detailed financial analysis of DCCBs and

working of PADBs in Punjab and prepared investment

policies for the SCBs of Delhi and Himachal Pradesh.

Nabcons in collaboration with De Chazal Du Mee

Advisory Services, Nairobi, Kenya has prepared bid for

the assignment related to restructuring of Agriculture

Finance Corporation, Kenya.

3.127 So far, Nabcons has contracted 26 assignments

relating to monitoring and evaluation, major being

monitoring of Rashtriya Sam Vikas Yojana (RSVY) in 147

backward districts in the country for a period of three

years, concurrent evaluation of National Project on Cattle

and Buffalo Breeding, evaluation studies on SGSY across

the country, viability and sustainability of employment

schemes, impact of the centrally sponsored macro-

management programme in agriculture, performance

analysis of livestock development centres, etc.

3.128 During the year,  Nabcons organised 8

international visitor programmes for cl ients from

countries like China, Ethiopia, Iran, Sri Lanka, Vietnam,

etc., covering various areas of rural financial system,

projects in agriculture and non-farm sectors, Micro-

Finance,  women empowerment,  inst i tut ional

development, etc.

Table 3.19: Client Profile of Nabcons

                    (Rs. lakh)

Client Institutions Assignments

2003-04 2004-05

No. Amount No. Amount

Govt. of India 3 87.75 14 933.79

State Governments 19 55.88 10 133.47

International Bodies 12 37.44 10 37.05

Banks 5 10.65 9 11.43

Corporate Houses 17 27.51 24 93.62

Individuals 10 15.55 18 12.59

Total 66 234.78 85 1,221.95
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3.129 The total financial resources of NABARD,

excluding the borrowings from RBI under General Line

of Credit (GLC) and RIDF deposits, increased by Rs.8,077

crore during 2004-05 as against increase of Rs.7,416 crore

during 2003-04. The resources were augmented by

Capital Gains Bonds of Rs.3,425.98 crore, Priority Sector

Bonds of Rs.3,241.50 crore, Non-Priority Sector Bonds

of Rs.2,175 crore and borrowings from banks of Rs.1,800

crore. Borrowings of Rs.160.01 crore from GoI were

repaid as per the schedule during 2004-05 and

withdrawals of Rs.5.19 crore were made by tea companies

under Tea Deposit Schemes during the year. The RIDF

Deposits were repaid to the extent of Rs.7,272.81 crore

consequent to prepayment received from state

governments. Borrowings from RBI under GLC for short-

term operations (production and marketing) decreased

by Rs. 266.34 crore during 2004-05. The funds deployed

for suppor t ing investment operations ( including

development of rural infrastructure) and loans to state

governments for share capital contribution to the co-

operatives together decreased by Rs.3,682 crore during

2004-05, owing to the prepayment of loans received from

client institutions and state governments, as against an

increase of Rs.3,625 crore in the previous year.

Production and marketing credit increased by Rs.2,709

crore including the amount outstanding under NABARD

Line of Credit during 2004-05 as against a decrease of

Rs.455  crore in the previous year. Further, during 2004-

05, a sum of Rs.808.11 crore was extended under

Liquidity Support Scheme to RRBs and co-operative

banks. The details on sources and uses of funds are

presented in Charts 3.5 and 3.6, respectively.

Management of Resources

Capital, Reserves & Surplus                 7,291          8,199
(13.0) (13.5)

NRC (LTO) and (Stab.) Funds            14,570        14,663

(26.1) (24.1)
Deposits, Bonds & Debentures 11,945 17,260

(21.4) ( 28.4)

Borrowings from RBI-GLC 4,194          3,927
(7.5) (6.5)

Borrowings from GoI 563 404
(1.0) (0.7)

Corporate Borrowings 2,500           4,300
(4.5) (7.1)

RIDF Deposits 12,089 9,169
(21.6) ( 15.0)

Foreign Currency Loan 297             297
(0.5) (0.5)

Other Liabilities/Funds 2,440 2,560
(4.4) (4.2)

Chart 3.5
Sources of Funds

Figures in parentheses indicate percentages to total

31 March 2004 31 March 2005

(Rs.crore)

Cash and Bank Balance 2,900 5,478
 (5.2) (9.0)

Govt. Securities and other Investments 2,412 5,137
(4.3) (8.4)

Production and Marketing Credit 5,598    8,307
 (10.0)   (13.7)

Conversion of Production Credit to MT Loans 633      365
    (1.1)      (0.6)

MT & LT Project Loans 28,079  27,942
 (50.2)   (46.0)

LT Non Project Loans  460 406
   (0.8)     (0.7)

Loans out of RIDF  14,004  10,513
 (25.2)   (17.3)

Fixed and Other Assets 1,787   1,809
 (3.2)     (3.0)

Liqudity Support    -   808
  ( - )      (1.3)

Other Loans (including MT 16  14
investment credit)      ( - ) ( - )

Chart 3.6
Uses of Funds

Figures in parentheses indicate percentages to total

31 March 2004 31 March 2005

(Rs.crore)
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Sources of Funds

A. Capital

3.130 The authorised share capital of NABARD

continued to be Rs.5,000 crore as on 31 March 2005.

The paid up share capital of the Bank as on 31 March

2005 also remained the same, as in the last year and stood

at Rs.2,000 crore (Rs.550 crore subscribed by GoI and

Rs.1,450 crore by RBI).

B. Deposits

3.131 The deposits from tea and rubber companies

outstanding as on 31 March 2005 aggregated Rs.53.54

crore. The deposits from GoI and state governments

outstanding under the Special Loan Account (SLA) for

financing ineligible farmers under the Command Area

Development Programme were Rs.0.58 crore and

Rs.1.56 crore, respectively, as on 31 March 2005. An

amount of Rs.1.55 crore under SLA was withdrawn by

GoI .  Two new depos i t  schemes,  viz . ,  Rubber

Development Account Scheme 2004 and Coffee

Development Account Scheme, were introduced with

effect from 1 April 2004 and deposits under Rubber

Development Account amounted to Rs.0.05 crore as

on 31 march 2005. During the year, NABARD received

depos i t s  f rom commerc ia l  banks  aggregat ing

Rs.4,353.47 crore under RIDF V to X. Taking into

consideration the prepayment of high interest rate

borrowings by state governments, repayments of

Rs.7,272.81 crore were made to commercial banks

under  RIDF I I  to  IX upto 31 March 2005.  The

outstandings under various tranches of RIDF deposits

as on 31 March 2005 were Rs.9,169.24 crore as against

Rs.12,088.58 crore as on 31 March 2004.

C. Borrowings

3.132 The borrowings of NABARD as percentage of

total working funds registered a significant increase from

13.17 as on 31 March 2001 to 36.63 as on 31 March

2005 (Table 3.20).

a. Bonds

i. Capital Gains Bonds

3.133 During the year, the amount mobilised from

Capital Gains Bonds (CGB) under section 54 EC of the

Income Tax Act, 1961, aggregated Rs.3,425.98 crore as

compared to Rs.1,348.68 crore during the previous year

as a result of various steps taken in this regard (Box 3.9).

The cumulative amount mobilised under CGBs as on 31

March 2005, since its inception on 28 September 2000,

stood at Rs.9,249.43 crore at an average cost of 6.66 per

cent covering 97,776 investors. During the year, under

the CGBs amount to the extent of Rs.1,775.68 crore were

redeemed and the outstanding stood at Rs.6,001.02 crore

at an average cost of 5.19 per cent.

Table 3.20: Market Borrowings of NABARD
(As on 31 March)

(Rs. crore)

Year Total Working Outstanding Market
 Funds Borrowings *

2001 38,816 5,115 (13.17)

2002 45,098 7,270 (16.12)

2003 50,071 9,683 (19.33)

2004 55,889 15,306 (27.38)

2005 60,779 22,261 (36.63)

* Includes deposits (excluding RIDF deposits), borrowings
(excluding borrowings from RBI under GLC), bonds and
foreign currency borrowings. Figures in parentheses indicate
percentages of outstanding market borrowing to total working
funds.

Box 3.9
Capital Gains Bonds-Initiatives

• Increased outreach by enlisting the services of more
branches of UTI Bank across the country.

• Cash Management System with UTI Bank enables to have
funds available on the next day.

• Placement Information Memorandum and Frequently
Asked Questions (FAQs) made available on NABARD's
website and all required formats updated and made
available for investors.

• Significant reduction in time for issue of bonds certificates.

• ECS facility for interest and redemption payment and
Demat faci l i ty to investors. Redemption without
surrendering discharged bond certificate/s.

• Dispatch of warrants at least 10 days in advance.

• Quick response to investor's grievances.
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ii. Priority/Non-Priority Sector Bonds

3.134 During the year, Priority Sector Bonds (PSBs) of

Rs.3,241.50 crore were issued while PSBs wor th

Rs.1,502.70 crore were redeemed. Non-Priority Sector

Bonds (NPSBs) of Rs.2,175 crore were issued and bonds

of Rs.53.50 crore were redeemed during the year. The

outstandings under PSBs and NPSBs stood at Rs.5,435.60

crore and Rs.3,925 crore, respectively, as on 31 March

2005.

iii. Tax Free Bonds

3.135 NABARD did not issue any Tax free Bonds during

the year. An amount of Rs.100 crore was redeemed under

Tax Free Bonds during 2004-05, thus reducing

outstandings under Tax Free Bonds at Rs.1,050 crore as

on 31 March 2005.

iv. Statutory Liquidity Ratio (SLR) Bonds

3.136 While no SLR Bonds were issued during

2004-05, bonds worth Rs.90 crore were redeemed. The

outstandings under SLR Bonds aggregated Rs.792.30

crore as on 31 March 2005.

b. Funds from GoI

3.137 An amount of Rs.404.13 crore was outstanding

as on 31 March 2005 towards various loans drawn from

GoI as against the balance of Rs.563.05 crore as on 31

March 2004.

c. Corporate Borrowings

3.138 During the year, borrowings to the extent of

Rs.1,800 crore were made from the State Bank group and

Punjab National Bank. As on 31 March 2005, the

outstanding against such borrowings aggregated Rs.4,300

crore.

d. Borrowings in Foreign Currency

3.139 The borrowings in foreign currency from KfW,

Germany aggregated Rs.297.01 crore (EURO 58.80

million) as on 31 March 2005. The foreign exchange risk

on this loan as well as interest payments have been hedged

at a hedge cost of 1.02 per cent for 10 years.

e. Borrowings under the General Line
of Credit

3.140 NABARD has been providing shor t - term

refinance to SCBs/RRBs for various purposes as per

provisions of Section 21 of the NABARD Act, 1981,

out of the GLC sanctioned to it every year by RBI.

The activities covered under such refinance included

ST (SAOs), other non-agricultural  purposes and

financing to weavers' co-operatives. For 2004-05

(July-June), RBI has sanctioned an aggregated GLC

limit of Rs.5,200 crore as against Rs.6,500 crore

sanctioned for the previous year. As on 31 March 2005,

the outstandings against the limit sanctioned by RBI

stood at Rs.3,927.25 crore.

Uses of Funds

A. Loans and Advances

a. Schematic Lending

3.141 The outstanding under schematic lending

including subscr ipt ions to Specia l  Development

Debentures and interim finance to SCARDBs was

Rs.27,938 crore as on 31 March 2005 as against

Rs.28,079 crore as on 31 March 2004. During 2004-05,

NABARD had allowed the client institutions to prepay

the outstanding advances availed at interest rates higher

than 7 per cent p.a. SCARDBs, weak SCBs and RRBs

were also allowed to reset interest on outstanding

refinance (barring interest over 8%) at an uniform

Tea Gardens
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in teres t  ra te  o f  8  per  cent  p .a .  Consequent ly,

repayments (including prepayments) amounting to

Rs.8,719.27 crore were received from the banks during

2004-05 as against Rs.4,950.29 crore received during

the previous year. Resetting of loans to the extent of

Rs.3,374.85 crore was also allowed during the year.

b. ST, MT and MT (Conversion) Loan
Assistance

3.142 The ST Loans advanced for financing SAO to

SCBs (Rs.6,791.40 crore) and RRBs (Rs.1,200.49 crore)

together with other ST loans  to SCBs (Rs.122.32 crore)

and RRBs (Rs.70.83 crore) increased significantly by

46.21 per cent to Rs.8,185.04 crore as on 31 March 2005

from Rs.5,597.96 crore as on 31 March 2004.

3.143 As on 31 March 2005, the outstanding loans

for product ion and market ing credi t  aggregated

Rs.8,307.03 crore, including a sum of Rs.122 crore

outstanding in respect of disbursements made under

NABARD Line of Credit.

3.144 The outstanding amount under MT investment

non-project loans as on 31 March 2005 stood at Rs.2.59

crore compared to Rs.5.22 crore as on 31 March 2004.

The outstanding under MT (conversion) loans as on 31

March 2005 stood at Rs.364.72 crore compared to

Rs.633.43 crore as on 31 March 2004.

3.145 During 2004-05, NABARD has introduced a

Liquidity Support Scheme with an allocation of Rs.2,500

crore to supplement the resources of co-operative banks

and RRBs for providing relief measures to farmers under

the scheme 'farmers in distress' and 'farmers in arrears'.

An amount of Rs.808.11 crore was disbursed under the

scheme during 2004-05.

c. Loans to State Governments

i.  Non-Project Loans

3.146 The outstandings under the non-project long-

term loans to state governments for contribution to the

share capi ta l  of  co-operat ive credi t  ins t i tu t ions

amounted to Rs.406 crore as on 31 March 2005,

compared to Rs.459.65 crore as on 31 March 2004.

During the year, repayments of Rs.64.82 crore were

received and the amount disbursed was Rs.11.16 crore.

ii.  Project Loans under RIDF

3.147 The project loans to state governments under

RIDF stood at Rs.10,513 crore as on 31 March 2005,

compared to Rs.14,003.59 crore as on 31 March 2004.

d. Other Loans

3.148 Other loans stood at Rs.11.05 crore as on 31

March 2005 which included outstandings under various

funds, viz., CDF, CFSF, RPCF and Agricultural and Rural

Enterprises Incubation Fund.

B. Investment of Short-Term
Surplus Funds

3.149 NABARD deployed its short-term surplus funds

in call money market and short-term deposits with

commercial banks. NABARD also continued to invest

its temporary surplus in Government Securities through

its treasury operations. As on 31 March 2005, the total

investments of the short-term surplus funds of NABARD

in short-term deposits, money market, mutual fund

deposits, Government securities, etc., aggregated

Rs.10,363 crore. During 2004-05, NABARD also

contributed to the equity of SIDBI to the extent of Rs.18

crore and thus the total investment in SIDBI aggregated

Rs.48 crore as on 31 March 2005.

Check dam constructed under RIDF
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C. Co-finance

3.150 The Bank has entered into co-f inancing

arrangements with commercial banks to finance the

projects. The disbursements made during the year were

Rs.3.18 crore and outstanding as on 31 March 2005

reached the level of Rs.3.82 crore.

Income and Expenditure

3.151 The total income of NABARD during the year

amounted to Rs.3,938.74 crore as against Rs.4,267.27

crore during the previous year. Out of this, a sum of

Rs.299.20 crore has been provisionally earmarked

towards payment of Income Tax (net of deferred tax asset)

and Rs.575 crore has been contributed to Special Reserve

in terms of Section 36 (1)(viii) of Income Tax Act, 1961.

Out of the remaining income, Rs.81 crore has been

transferred to the NRC (LTO) Fund and Rs.10 crore to

the NRC (stabilisation) Fund under Sections 42 and 43,

respectively, of the NABARD Act, 1981.

3.152 Out of the balance income amounting to

Rs.2,973.54 crore (Rs.3,179.67 crore in the previous

year), after meeting the total expenditure of Rs.2,606.13

crore (Rs.2,806.80 crore in the previous year), the

surplus amounted to Rs.449.56 crore inc luding

withdrawals of Rs. 82.15 crore from funds against

expenditure debited to P&L account (Rs.17.14 crore in

the previous year). Following the decision of GoI to

redesignate the MFDF as MFDEF and NABARD's

decision to strengthen the corpus of the fund, Rs.40 crore

has been transferred to MFDEF during the year. A sum

of Rs.5 crore has also been transferred to the Farm

Innovation and Promotion Fund, which was constituted

during the year. The remaining surplus has been

transferred to CDF Rs.5.50 crore (Rs.4.76 in the previous

year); R & D Fund Rs.5.78 crore (Rs.6.70 crore in the

previous year); Foreign Currency Risk Fund Rs.13.62

crore (same as the previous year); Reserve Fund

Rs.190.19 crore (Rs.297.96 crore in the previous year)

and Investment Fluctuation Reserve Rs.189.46 crore

(Rs.9.88 crore in the previous year).

External Assistance for Projects

3.153 During the year, eight externally aided projects

were under implementat ion. The actual  amount

received from external agencies was Rs.24.35 crore

as against the amount disbursed at Rs.35.14 crore

during 2004-05.



84

84 CMYK

CMYK

IV Capacity Building of Client Institutions

Institutonal Development

4.4 As on 31 March 2004, the deposits of SCBs and

DCCBs increased by 10 and 6 per cent, respectively.

Loans issued by SCBs and DCCBs decreased by 14 and

2 per cent, respectively, during 2003-04 over the previous

year. Loans outstanding decreased by less than 1 per cent

in the case of SCBs and increased by 3 per cent in the

case of DCCBs as on 31 March 2004, over the previous

year (Table 4.2). The relative stagnation in loaning by

the ST co-operative structure is attributed to its weakening

financial position.

NABARD continued to provide focused attention to

facilitate the growth and development of rural financial

institutions. The performance of co-operative banks and

various development initiatives taken by NABARD to

improve the financial health of these institutions during

the year are highlighted below.

A. Co-operative Banks

4.2 Co-operative credit institutions, both in the short-

term (ST) and long-term (LT) structures, continue to play

a crucial role in dispensation of credit for agriculture and

rural development. The State Co-operative Banks (SCBs)

and District Central Co-operative Banks (DCCBs) in

particular, however, have come under increasing pressure

from competition and low interest rates.

a. Performance

4.3 Primary Agricultural Credit Societies (PACS) at the

grassroot level deal directly with individual borrowers and

grant short-term and medium-term loans. Though their

borrowing membership increased, its percentage to total

membership remained low at 52. Deposits and borrowings

of PACS increased by 29 and 3 per cent, respectively, as

on 31 March 2003 over the previous year. The loans

issued increased by 10 per cent during 2002-03 as against

20 per cent increase during 2001-02 over the previous

year (Table 4.1).

Table 4.1: Growth of PACS

(As on 31 March)

Particulars 2001 2002 2003

Number (lakh) 0.99 0.98 1.12

Membership (lakh) 999 1,021 1,236

Borrowing Members (lakh) 465 555 639

Owned Funds (Rs.crore) 5,594 6,855 8,198

Deposits (Rs.crore) 13,481 14,846 19,120

Borrowings (Rs.crore) 25,890 29,475 30,278

Loans issued* (Rs.crore) 25,698 30,770 33,996

*April-March

4.5 In the case of LT co-operative credit structure,

borrowings by both State Co-operative Agriculture and Rural

Development Banks (SCARDBs) and Primary Co-operative

Agriculture and Rural Development Banks (PCARDBs)

increased by 6 per cent, over the previous year. While the

loans issued remained almost stagnant, the loans

outstanding increased by 6 and 5 per cent in the case of

SCARDBs and PCARDBs, respectively, as on 31 March

2004, as compared to the previous year (Table 4.3).

Table 4.2: Growth of Short-Term Co-operative Credit Structure

(As on 31 March)

(Rs.crore)

Particulars SCBs DCCBs

2003 2004** 2003 2004**

Number 30 31 367 365

Share Capital 897 948 3,656 3,875

(90) (88) (525) (538)

Reserves 6,654 7,162 12,011 12,881

Deposits 39,369 43,284 73,907 78,147

Borrowings 12,209 12,372 19,666 20,189

Loans Issued* 38,434 33,178 59,525 58,069

Loans Outstanding 34,761 34,600 64,221 65,945

* April - March    ** Data provisional

Figures in parentheses indicate amount contributed by the state

governments.

Data as on 31 March 2004 in respect of SCBs in Tamil Nadu,

Manipur and Pondicherry and 37 DCCBs in Kerala and Tamil

Nadu repeated from previous year.
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b. Working Results

i. Profitability

4.6 Out of 30 reporting SCBs, 26 were in profit

during 2003-04 with their overall profit being Rs.393

crore. At the aggregate level, the profit of SCBs was

Rs.372.78 crore during 2003-04. The profit earned by

profit-making SCBs declined by 21 per cent while for

DCCBs it increased by 8 per cent during 2003-04 over

the previous year. The losses of loss-making SCBs

declined by 33 per cent during 2003-04 over the

previous year. At the aggregate level, DCCBs earned

net profit of Rs.100.56 crore during 2003-04. In respect

of loss-making DCCBs (102), losses declined by 21 per

cent during 2003-04 over the previous year. In the case

of profit-making SCARDBs, the profit increased by 56

per cent, while losses of loss making SCARDBs (9),

increased by 28 per cent during 2003-04 as compared

to 2002-03. Profits of profit making PCARDBs (276),

increased by 31 per cent and losses of loss making

PCARDBs (439), increased by 15 per cent during 2003-04

over the previous year (Table 4.4).

4.7 As on 31 March 2004, the aggregate amount of

accumulated losses of SCBs decreased by 24 per cent

over the previous year, whereas that of  DCCBs increased

Table 4.3: Growth of Long-Term Co-operative Credit Structure

(As on 31 March)

(Rs. crore)

Particulars SCARDBs PCARDBs

   2003 2004** 2003 2004**

Number 20 20 768 768

Share Capital 732 762 891 913

(90) (89) (128) (140)

Reserves 2,164 2,742 1,831 2,082

Deposits 541 605 214 252

Borrowings 15,892 16,882 11,214 11,880

Loans Issued* 2,962 2,942 2,151 2,197

Loans Outstanding 15,333 16,221 10,809 11,336

*April - March           **Data provisional

Data for SCARDB in Manipur as on 31 March 2004 repeated

from the previous year. Data in respect of PCARDBs in Kerala

and Orissa for 2003-04 repeated from the previous year.

Figures in parentheses indicate amount contributed by the state

governments.

by 11 per cent. Accumulated losses of SCARDBs and

PCARDBs increased by 30 and 11 per cent, respectively,

as on 31 March 2004, compared to the previous year

(Table 4.5).

4.8 SCBs in  17 s ta tes /UTs (Andhra Pradesh,

Andaman & Nicobar,  Bihar,  Chhatt isgarh,  Goa,

Gujarat ,  Himachal  Pradesh, Jammu & Kashmir,

Madhya Pradesh, Mizoram, Orissa, Pondicher ry,

Punjab, Rajasthan, Sikkim, Tamil Nadu and West

Bengal) showed increase in profits during 2003-04,

Table 4.4: Working Results of Co-operative Banks

(Rs.crore)

Agency/ Total In Profit Amount In Loss Amount

  Year (No.) (No.) (No.)

SCBs

2001-02 30 24 258 6 87

2002-03 30 25 500 5 30

2003-04$ 31 26 393 4 20

DCCBs

2001-02# 368 262 702 105 737

2002-03* 367 243 742 122 954

2003-04 ** 365 263 859 102 758

SCARDBs

2001-02   20 9 85 11 182

2002-03 20 8 62 11 164

2003-04$ 20 10 97 9 210

PCARDBs

2001-02 768 196 47 572 323

2002-03 768 211 51 557 357

2003-04 $ 768 276 74 439 411

# Sibsagar DCCB in Assam not included.

* Data of 2 DCCBs in Bihar not available.

** Data provisional.

$ Data in respect of Manipur SCB, SCARDB and 53 PCARDBs
in Orissa not received.

Table 4.5: Accumulated Losses

(As on 31 March)

(Rs.crore)

Year SCBs DCCBs SCARDBs PCARDBs

2002 569 3,685 494 2,054

2003 343 4,475 657 2,381

2004@ 262 4,981 854 2,649

@ Data Provisional.

Amount of accumulated losses as on 31 March 2003 repeated

for 2004 in the case of Tamil Nadu, Manipur and Pondicherry

SCBs, 37 DCCBs in Kerala and Tamil Nadu and PCARDBs in

Orissa and Kerala.
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compared to the previous year. However, profits of

SCBs in Maharashtra, Karnataka, Meghalaya, Kerala,

Haryana, Delhi and Chandigarh declined during 2003-04,

compared to the previous year. The losses of loss

making SCBs in Assam, Nagaland and Tripura declined,

whi le that of  Arunachal Pradesh SCB increased

considerably during 2003-04, compared to the previous

year (Table 4.6).

Table 4.6: State-wise Working Results of SCBs

(As on 31 March)

(Rs. crore)

State Profit/Loss(+)/(-) Total NPAs
NPAs as % to Loans Recovery (%)

Outstanding As at end June

2002-03 2003-04 2003 2004 2003 2004 2003 2004

Andaman & Nicobar 1.39 1.74 11.72 16.32 22.70 25.96 66.62 87.87

Andhra Pradesh 3.00 4.16 1,668.52 1,374.84 36.81 30.67 45.96 73.82

Arunachal Pradesh -0.51 -3.43 40.84 73.34 73.73 71.98 19.32 29.82

Assam -22.87 -13.99 182.96 199.00 67.97 67.49 24.69 31.54

Bihar 1.26 114.02 365.37 254.55 67.65 51.95 20.20 51.49

Chandigarh 2.34 1.60 3.79 3.88 37.10 37.18 61.95 58.08

Chhattisgarh 0.90 4.45 13.96 25.89 8.64 27.31 87.32 78.95

Delhi 16.16 12.95 28.44 29.09 19.14 17.70 74.70 52.31

Goa 0.21 5.16 91.13 79.65 28.26 24.76 65.73 65.94

Gujarat 4.19 4.81 127.29 125.75 5.89 6.45 91.29 85.60

Haryana 39.67 29.29 13.54 10.83 0.74 0.59 99.50 99.63

Himachal Pradesh 17.64 19.89 66.81 69.86 15.96 11.22 68.88 71.93

Jammu & Kashmir 1.22 4.58 13.68 15.41 21.76 23.50 43.04 38.22

Karnataka 10.55 2.78 173.15 207.44 10.37 11.99 85.60 82.20

Kerala 6.12 5.05 92.61 92.61 7.49 8.29 94.50 94.50

Madhya Pradesh 1.59 1.84 150.80 195.66 9.62 11.56 93.76 91.62

Maharashtra 271.91 31.93 2,371.87 2,733.22 26.63 32.41 68.66 68.59

Manipur -0.70 NA 13.62 13.62 65.66 65.66 8.91 8.91

Meghalaya 2.99 0.70 20.02 22.36 22.36 24.14 38.97 31.10

Mizoram 0.22 0.69 10.85 16.91 22.99 25.55 54.40 54.13

Nagaland -3.85 -1.77 21.65 21.40 57.38 55.42 27.27 27.27

Orissa 10.37 13.47 167.60 155.39 16.61 14.14 78.01 82.93

Pondicherry 1.77 1.96 8.17 8.17 8.55 8.55 78.21 78.21

Punjab 21.01 31.35 61.16 60.56 2.81 2.68 95.38 96.13

Rajasthan 15.04 17.55 37.85 26.98 3.40 2.20 95.46 83.37

Sikkim 0.24 0.70 0.13 0.54 1.87 7.23 76.06 76.06

Tamil Nadu 15.75 19.41 14.46 14.46 0.75 0.75 97.36 97.36

Tripura -1.84 -1.02 40.40 52.35 35.69 43.19 35.44 44.87

Uttar Pradesh 27.28 27.36 393.97 344.27 14.70 12.29 70.55 71.81

Uttaranchal 0.04

West Bengal 26.74 35.50 71.30 88.60 5.28 6.52 84.79 86.85

All India 469.79 372.77 6,277.66 6,332.95 18.13 18.30 79.55 83.34

Data for 2004 are provisional

NA - Not Available

NPA data of 2003 are repeated for 2004 in respect of Kerala, Tamil Nadu, Pondicherry and Manipur SCBs.

Recovery data of 2003 are repeated for 2004 in respect of Kerala, Manipur, Nagaland, Pondicherry, Sikkim and Tamil Nadu SCBs.
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4.9 During 2003-04, profits of profit-earning DCCBs

as also their number increased significantly except in

Maharashtra, Tamil Nadu and Uttar Pradesh, as compared

to the previous year. The losses of loss making DCCBs

as also the number of loss making DCCBs decreased

except in Jharkhand, Karnataka, Tamil Nadu and Uttar

Pradesh (Table 4.7).

4.10 Profits of the profit-earning SCARDBs showed

increase except in Chhattisgarh and Rajasthan, while

in the case of loss making SCARDBs losses have

decreased fur ther, except in the case of Karnataka,

Tamil Nadu and Pondicherry (Table 4.8). Gujarat

SCARDB has turned around and earned profit during

2003-04. Profit making PCARDBs, except in Kerala,

Rajasthan, Tamil Nadu and West Bengal, improved their

performance during 2003-04 over the previous year,

while the number of loss making PCARDBs increased

substantially in Kerala and Rajasthan (Table 4.9).

ii. Costs and Margins

4.11 The average financial margins as a percentage to

working funds of SCBs and DCCBs during 2003-04

Table 4.7: State-wise Working Results of DCCBs

(As on 31 March)

(Rs. crore)

State 2002-03 2003-04 2003 2004

DCCBs Profit Loss DCCBs Profit Loss Total  NPA Recovery Total  NPA Recovery

(No.) (No.) NPAs % to % (June NPAs % to %  (June

loans  2003) loans  2004)

o/s  o/s

No. Amt. No. Amt. No. Amt. No. Amt.

Andhra

Pradesh 22 10 28.25 12 98.52 22 17 68.68 5 25.02 1,580.22 25.28 33.00 1,725.56 28.54 49.18

Bihar 24 9 8.81 13 32.76 22 11 10.85 11 12.72 361.17 64.27 24.45 386.58 63.79 37.43

Chhattisgarh 7  –  – 7 48.41 6 5 13.17 1 2.00 288.07 37.74 65.52 192.41 31.25 59.25

Gujarat 18 14 45.33 4 68.59 18 14 52.69 4 62.96 914.45 18.00 62.70 1,001.88 20.76 66.58

Haryana 19 17 29.13 2 3.39 19 19 57.96 –  – 148.75 4.18 78.26 210.30 5.45 77.11

Himachal

Pradesh 2 2 67.26  –  – 2 2 86.70  –  – 36.40 5.30 79.36 44.10 5.33 85.92

Jammu &

Kashmir 3  –  – 3 10.83 3  –  – 3 5.28 65.77 29.21 36.13 69.47 26.54 41.33

Jharkhand 8 2 1.77 6 8.13 8 3 3.04 5 10.48 124.42 72.56 18.77 130.98 68.69 19.55

Karnataka 21 11 23.89 10 62.64 21 14 35.50 7 71.08 876.50 23.80 62.32 1,037.35 27.49 53.17

Kerala 14 12 19.38 2 11.60 14 13 38.55 1 6.32 776.69 20.95 76.58 776.69 20.95 76.58

Madhya

Pradesh 38 24 25.45 14 92.80 38 24 36.90 14 72.02 901.30 27.68 61.37 993.68 28.87 64.53

Maharashtra 30 22 178.59 8 309.67 31 21 115.54 10 267.54 4,019.58 25.02 51.57 4,955.62 30.10 48.20

Orissa 17 13 10.12 4 6.36 17 15 13.93 2 0.29 436.43 23.96 51.61 419.11 21.34 56.87

Punjab 19 19 84.90  –  – 19 19 105.04  –  – 246.89 5.98 88.88 307.47 7.00 90.11

Rajasthan 26 23 33.33 3 3.21 26 24 46.98 2 1.14 280.22 13.53 75.06 301.25 13.30 76.32

Tamil Nadu 23 11 71.06 12 131.21 23 11 67.87 12 132.90 1,418.41 20.06 63.68 1,418.41 20.06 63.68

Uttar Pradesh 50 29 60.80 21 64.26 50 26 47.71 24 88.56 1,139.13 33.28 52.78 1,210.10 33.69 53.84

Uttaranchal 9 9 24.06  –  – 9 9 26.33  –  – 43.27 9.56 80.85 57.29 9.71 82.80

West Bengal 17 16 30.13 1 1.18 17 16 31.61 1 0.18 223.00 17.90 78.04 224.41 15.44 70.13

All India 367 243 742.26 122 953.56 365 263 859.05 102 758.49 13,880.67 21.61 61.09 15,462.66 23.45 62.01

Data for 2004 are provisional

NPA data of 2003 are repeated for 2004 for DCCBs in Kerala and Tamil Nadu.Recovery data of 2003 are repeated for 2004 for DCCBs in Kerala,

Maharashtra and Tamil Nadu.
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Table 4.8: State-wise Working Results of SCARDBs

(As on 31 March)

(Rs. crore)

State No. of Profit/Loss Total NPAs NPAs as % to Recovery (%)

Branches (+) /( - ) loans outstanding As on 30 June

2004 2002-03 2003-04 2003 2004 2003 2004 2003 2004

Assam * 33 -2.12 -0.73 16.86 16.50 100.00 98.68 8.99 7.17

Bihar * 151 -21.08 -16.27 106.50 102.07 83.30 83.73 6.40 18.43

Chhattisgarh @ 2 2.98 0.24 10.73 3.96 6.50 1.96 31.13 44.78

Gujarat  * 181 -1.84  18.38 326.00 363.56 47.45 57.28 33.35 40.34

Haryana @ – 9.11 10.17 – – – 0.00 88.08 90.08

Himachal Pradesh # 33 0.92 1.34 51.22 52.20 26.90 24.65 56.23 56.73

Jammu & Kashmir * 45 -3.57 -2.96 12.91 10.12 46.85 43.13 42.96 35.57

Karnataka @ 23 -31.96 -77.86 579.54 650.60 44.51 48.77 22.44 17.91

Kerala @ 14 10.42 11.35 74.92 74.92 5.10 5.03 79.77 79.77

Madhya Pradesh @ 7 1.38 1.53 98.91 101.13 9.19 8.19 43.57 42.92

Maharashtra @ – -92.08 -73.04 455.44 685.71 44.68 65.56 24.70 34.31

Manipur  * 1 -0.91 NA 0.68 0.68 100.00 100.00 2.08 2.08

Orissa @ 5 -8.68 -6.97 101.24 106.29 89.91 87.47 6.68 8.85

Pondicherry * 1 -0.22 -0.26 3.00 3.11 33.17 35.61 60.43 63.58

Punjab @ - 20.75 39.32 – – – – 88.32 100.00

Rajasthan @ 7 8.91 5.18 87.17 170.56 7.28 6.76 45.92 50.27

Tamil Nadu @ 20 -0.42 -32.14 556.27 713.56 43.94 56.62 33.45 27.51

Tripura * 5 -1.02 -0.26 7.75 7.34 63.84 55.60 40.34 55.47

Uttar Pradesh * 335 6.66 6.68 653.16 1148.88 21.79 35.43 68.23 40.08

West Bengal # 2 1.31 2.80 76.55 107.37 16.34 20.85 61.52 52.94

All India 865 -101.46 -113.50 3,218.85 4,318.56 20.99 26.62 48.68 44.43

*  Unitary Structure     @ Federal Structure     # Mixed Structure

Data for 2004 are provisional.

Working results of Manipur SCARDB not available.

NPA data of 2003 repeated for 2004 in respect of Kerala & Manipur SCARDBs. DCB position as on 30 June 2003 repeated for 2004

in respect of Kerala  & Manipur SCARDBs.

DCB position of West Bengal SCARDB is as on 31 March 2004.

indicate that SCBs as a group earned an overall return of

8.38 per cent while the average cost of funds worked out

to 5.66 per cent. Thus, the average financial margin

available to SCBs was 2.72 (excluding miscellaneous

income of 0.7% per cent. The average transaction and

risk costs of SCBs during 2003-04 worked out to 1.52

and 1.25 per cent, respectively. The SCBs as a group

earned a positive net margin of 0.67 per cent during

2003-04 compared to the net margin of 0.24 per cent

during the previous year. For DCCBs, the overall average

return (yield on assets) to working funds was 9.60 per

cent and the average cost of funds was 6.36 per cent.

The average transaction and risk costs, as percentage to

working funds was 1.89 and 1.25, respectively, during

2003-04. The DCCBs as a group earned average gross

and net margins of 3.24 and 2.61 per cent, respectively,

during 2003-04.

4.12 For SCBs, the risk cost as a percentage to working

funds ranged from 0.08 (Chandigarh) to 5.46 (Tripura),

the average being 1.25 per cent. Similarly, for DCCBs

average risk cost worked out to 1.25 per cent, while it

ranged from 0.06 (Uttaranchal) to 4.01 per cent (Bihar)

during 2003-04.

4.13 During 2003-04, out of 19 reporting SCARDBs, 11

SCARDBs had positive net margin and remaining 8 had

negative net margins. The reporting PCARDBs had negative

net margin in 8 states and positive net margin in 4 states.
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iii. Non- Performing Assets and Recovery

Performance

4.14  At the aggregate level, for the SCBs and DCCBs,

the percentage of NPAs to total loans and advances

outstanding increased to 18.30 and 23.45, respectively,

as on 31 March 2004, compared to the previous year

(Table 4.10).

4.15 The total NPAs were estimated at Rs.6,332.96

crore for SCBs and Rs.15,462.65 crore for DCCBs, as

on 31 March 2004, as compared to Rs.6,277.69 crore

for SCBs and Rs.13,880.65 crore for DCCBs, as on 31

March 2003. As on 31 March 2004, NPAs were estimated

at Rs.4,318.55 crore for SCARDBs (Rs.3,218.84 crore

as on 31 March 2003) in the previous year and

Rs.3,861.02 crore for PCARDBs (Rs.3,569.26 crore as

on 31 March 2003) (Table 4.11), thus, registering an

increase of 1, 11, 34 and 8 per cent in case of SCBs,

DCCBs, SCARDBs and PCARDBs, respectively.

Table 4.9: State-wise Working Results of PCARDBs

(As on 31 March)

(Rs. crore)

State     2002-03        2003-04 NPAs NPAs as Recovery (%)

Profit Loss Profit Loss % to loans As on 30 June

outstanding

No. Amount No. Amount No. Amount No.  Amount 2003 2004 2003 2004 2003 2004

Chhattisgarh 1 0.49 11 3.46 5 1.70 7 2.54 30.76 28.16 20.4 15.5 63.5 63.3

Haryana 6 6.06 80 56.36 40 7.97 46 20.03 472.99 524.68 29.3 29.5 63.2 69.0

Himachal Pradesh – – 1 0.54 1 1.59 –             – 20.94 17.35 35.6 27.8 63.3 68.2

Karnataka 21 1.76 156 72.06 22 3.45 155 103.57 481.57 560.35 40.4 47.8 26.1 17.3

Kerala 19 4.65 25 13.67 10 1.98 34 111.66 391.23 391.23 26.4 26.3 51.3 51.3

Madhya Pradesh 10 0.85 28 17.05 15 3.05 23 21.66 168.92 203.93 17.1 17.7 56.4 55.8

Maharashtra 1 1.17 28 111.20 2 1.33 27 96.78 524.96 535.39 76.6 83.8 21.6 14.6

Orissa 7 NA 46 6.35 NA NA NA NA 53.47 53.47 74.2 74.2 22.9 28.7

Punjab 69 18.48 18 12.50 87 40.02 – – 391.83 353.36 23.3 19.6 66.3 73.6

Rajasthan 23 9.67 13 14.18 22 6.17 14 22.41 361.08 470.88 29.5 36.3 25.4 34.4

Tamil Nadu 47 4.43 134 44.89 57 3.62 124 31.81 565.91 616.62 45.2 50.1 36.3 30.1

West Bengal 7 3.77 17 4.75 15 3.13 9 0.75 105.60 105.60 25.7 22.9 52.6 52.6

Total 211 51.33 557 357.01 276 74.01 439 411.21 3569.26 3861.02 33.02 34.06 43.8 44.5

Data for 2004 are provisional.

NPA data of 2003 repeated for 2004 for Orissa, Kerala and West Bengal PCARDBs.

DCB position of 2003 repeated for 2004 in respect of West Bengal and Kerala PCARDBs.

NA : Not Available.

Table 4.10: Percentage of NPAs to Loans Outstanding

(As on 31 March)

Agency 2002 2003 2004@

SCBs 13.38 18.13 18.30

DCCBs 19.89 21.61 23.45

SCARDBs 18.45 20.99 26.62

PCARDBs 30.03 33.02 34.06*

@  Data Provisional.*

Figures as on 31 March 2004 in respect of PCARDBs in Kerala,

Orissa and West Bengal and Kerala and Manipur SCARDBs

repeated from the previous year.

Data of 2003 are repeated for Tamil Nadu, Manipur, Pondicherry

and Kerala SCBs and 37 DCCBs in Kerala and Tamil Nadu.

Table 4.11: Composition of NPAs of Co-operative Banks

(As on 31 March 2004)*

(Rs. crore)

Assets Classification SCBs DCCBs SCARDBs PCARDBs

Sub-Standard 3,134.70 8,197.31 2,610.59 1,998.98

Doubtful 2,973.15 5,942.12 1,686.68 1,816.73

Loss Assets 225.11 1,323.22 21.28 45.31

Total NPAs 6,332.96 15,462.65 4,318.55 3,861.02

Provisions required 3,372.24 6,350.19 833.44 920.96

Provisions made    3,608.50 6,852.93 832.63 919.78

* Data repeated from last year for 37 DCCBs in Kerala and Tamil

Nadu and 4 SCBs, viz., Kerala, Manipur, Tamil Nadu and

Pondicherry and for Kerala and Manipur SCARDBs and PCARDBs

in Kerala, West Bengal and Orissa.



90

90 CMYK

CMYK

4.19 Out of 30 reporting SCBs, 11 had a recovery of

more than 80 per cent as on 30 June 2004 (Table 4.13).

The number of SCBs with recovery of less than 40 per

cent decreased from 7 (June 2003) to 6 (June 2004). As

on 30 June 2004, 175 out of 364 DCCBs had a recovery

level of less than 60 per cent of the demand. Recovery

was less than 40 per cent in the case of 10 out of 22 DCCBs

in Bihar, 20 out of 50 in Uttar Pradesh and 16 out of 31 in

Maharashtra (Table 4.14).

4.20 As on 30 June 2004, while the recovery

performance of DCCBs in Andhra Pradesh, Bihar,

Gujarat, Himachal Pradesh, Jammu & Kashmir, Madhya

Pradesh, Orissa, Punjab, Rajasthan, Uttar Pradesh,

Uttaranchal and Jharkhand improved, it declined in

Chhattisgarh, Haryana, Karnataka and West Bengal.

Recoveries of DCCBs were above 75 per cent in Haryana,

Himachal Pradesh, Kerala, Punjab, Rajasthan and

Uttaranchal, while poor recoveries were observed in Bihar,

Jammu & Kashmir and Jharkhand (Table 4.7).

4.21 As on 31 March 2004, most of the profit earning

SCARDBs had low level of NPAs as a percentage of loans

outstanding (2 to 8%), except Gujarat (57%), Himachal

Pradesh (25%), Uttar Pradesh (35%) and West Bengal

4.16 The NPAs as a percentage of loans outstanding

increased in the case of Andaman & Nicobar, Chhattisgarh,

Gujarat, Jammu & Kashmir, Karnataka, Madhya Pradesh,

Maharashtra, Meghalaya, Mizoram, Sikkim, Tripura and West

Bengal SCBs and declined in the case of Andhra Pradesh,

Arunachal Pradesh, Bihar, Delhi, Goa, Himachal Pradesh,

Nagaland, Orissa and Uttar Pradesh SCBs, as on 31 March

2004, as compared to the previous year (Table 4.6).

4.17 The DCCBs in Haryana, Himachal Pradesh, Punjab

and Uttaranchal had low levels of NPA percentage, as on

31 March 2004. NPAs as a percentage to loans outstanding,

as on 31 March 2004, increased as compared to the

previous year in the case of DCCBs in Andhra Pradesh,

Gujarat, Karnataka, Maharashtra, Madhya Pradesh and

Uttar Pradesh. The level of NPAs remained very high in

the case of DCCBs in Bihar (64%), Chhattisgarh (31%),

Jharkhand (69%), Karnataka (27%), Madhya Pradesh

(29%), Maharashtra (30%) and Uttar Pradesh (34%) as

on 31 March 2004 (Table 4.7).

4.18   The recovery of SCBs increased to 83 per cent, as on

30 June 2004, from 80 per cent as on 30 June 2003. At the

DCCB level, the recovery improved marginal1y by one basis

point over the previous year as on 30 June 2004 (Table 4.12).

In absolute terms, the loan recovery of SCBs increased to

Rs.17,930 crore (June 2004) from Rs.17,073 crore (June

2003). The recovery performance of four SCBs, viz.,

Andaman & Nicobar, Andhra Pradesh, Bihar and Tripura

improved considerably. It increased to 88, 74, 51 and 45 per

cent, as on 30 June 2004, from 67, 46, 20 and 35 per cent,

respectively, as on 30 June 2003. A few SCBs (Arunachal

Pradesh, Assam, Himachal Pradesh, Orissa, Punjab and West

Bengal) improved their recovery performance marginally.

However, the recovery performance of SCBs in Chandigarh,

Chhattisgarh, Delhi, Gujarat, Jammu & Kashmir, Karnataka

and Madhya Pradesh, declined, as on 30 June 2004,

compared to the previous year.

Table 4.13: Frequency Distribution of Co-operative Banks

according to Range of Recovery

(As on 30 June)

Recovery SCBs DCCB SCARDBs PCARDBs

(%) (No.) (No.) (No.) (No.)

Range  2003 2004# 2003 2004 2003 2004 2003@ 2004@

<40 7 6 84 79 9 8 360 396

>40 3 5 83 96 5 8 190 149

and ≤ 60

>60 10 8 126 114 5 2 157 143

and ≤ 80

>80 10 11 70 75 2 2 64 83

Total 30 30 363** 364* 20 20 771 771

Data of 2003 repeated for 2004 in respect of Tamil Nadu,
Pondicherry, Kerala, Sikkim, Nagaland and Manipur SCBs;
Manipur and Kerala SCARDBs; DCCBs in Kerala and Tamil Nadu
and PCARDBs in Kerala, West Bengal and Orissa.

# Data not available for Uttaranchal SCB.

@ Including 3 PCARDBs under liquidation.

* Data for one DCCB in Punjab not available. DCB data for
2004 repeated from 2003 for Kerala and Tamil Nadu
SCARDBs.

** Data not a available in respect of 2 DCCBs in Bihar and
Jharkand each.

Table 4.12: Percentage of Recovery to Demand

(As on 30 June)

Agency 2002 2003 2004@

SCBs 82 80 83

DCCBs 66 61 62

SCARDBs 55 49 44

PCARDBs 48 44 45

@  Data Provisional
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Table 4.14: Frequency Distribution of States/ UTs according to Level of Recovery of SCBs and DCCBs

(As on June 2004)

Recovery (%) SCBs DCCBs

<40 Arunachal Pradesh, Assam,

Jammu & Kashmir, Manipur,

Nagaland and Meghalaya

>40 and ≤ 60 Tripura, Bihar, Mizoram,

Chandigarh and Delhi

>60and ≤ 80 Andhra Pradesh, Himachal

Pradesh, Uttar Pradesh,

Maharashtra, Chhattisgarh,

Pondicherry, Sikkim, Goa.

>80 Haryana, Punjab, Rajasthan,

Andaman & Nicobar, Orissa,

West Bengal, Madhya Pradesh,

Gujarat, Kerala, Karnataka, Tamil Nadu

Total 30 364

Figures repeated from last year in respect of DCCBs in Kerala and Tamil Nadu

Jammu & Kashmir (2), Rajasthan (1), Bihar (10), Jharkhand (7), Orissa (1),

Chhattisgarh (1), Gujarat (2), Maharashtra (16), Andhra Pradesh (7), Karnataka (6),

Kerala (2), Tamil Nadu (2), West Bengal (2), Uttar Pradesh (20)

Rajasthan (2), Bihar (10), Jharkhand (1), Orissa (10), West Bengal (3), Madhya

Pradesh (11), Chhattisgarh (4), Gujarat (3), Maharashtra (8), Andhra Pradesh (11),

Karnataka (8), Tamil Nadu (7), Uttaranchal (3), Uttar Pradesh (15)

Haryana (12), Himachal Pradesh (1), Jammu & Kashmir (1), Punjab (1),

Rajasthan (15), Bihar (2), Orissa (6), West Bengal (6), Madhya Pradesh (24),

Chhattisgarh (1), Uttaranchal (2), Gujarat (6), Maharashtra (4), Andhra Pradesh (4),

Karnataka (4), Kerala (7), Tamil Nadu (10), Uttar Pradesh (8)

Haryana (7), Himachal Pradesh (1), Punjab (17), Rajasthan (8), West Bengal (6),

Madhya Pradesh (3), Uttaranchal (4), Gujarat (7), Maharashtra (3), Karnataka (3),

Kerala (5), Tamil Nadu (4), Uttar Pradesh (7)

(21%). The recovery performance of SCARDBs was most

satisfactory in Punjab (100%), Haryana (90%) and Kerala

(80%) as on 30 June 2004. In the case of loss-making

SCARDBs, NPAs were very high and recovery performance

was very poor (except Pondicherry 64%), Tripura (55%)

(Table 4.8). NPA levels were very high in the case of

PCARDBs in Haryana (29%), Himachal Pradesh (28%),

Karnataka (48%), Kerala (26%), Maharashtra (84%),

Orissa (74%), Rajasthan (36%), Tamil Nadu (50%) and

West Bengal (23%) as on 31 March 2004.

4.22 Low recovery performance and its declining trend

is a matter of concern. Only 2 SCARDBs (out of 20) and

83 PCARDBs (out of 771) had a recovery of above 80

per cent, while the recovery performance of 8 SCARDBs

and 396 PCARDBs was very poor, i.e., below 40 per cent

(June 2004). Another 149 PCARDBs had recovery

between 40 and 60 per cent. Recovery was less than 40

per cent in 160 out of 177 PCARDBs in Karnataka, 132

out of 181 in Tamil Nadu, 34 out of 56 in Orissa, 23 out

of 36 in Rajasthan and all in Maharashtra (Table 4.15).

Table 4.15: Frequency Distribution of States/UTs according to levels of Recovery of SCARDBs and PCARDBs

(As on 30 June 2004)

Recovery (%) SCARDBs PCARDBs

< 40 Assam, Bihar, Karnataka, Maharashtra,

Manipur, Orissa, Tamil Nadu,

Jammu & Kashmir

> 40 and ≤ 60 Himachal Pradesh, Madhya Pradesh,

Tripura, Chhattisgarh, Gujarat, Rajasthan,

Uttar Pradesh, West Bengal

> 60 and ≤ 80 Kerala, Pondicherry

> 80 Haryana, Punjab

Total 20 771*

* Data in respect of recovery of PCARDBs in Kerala and West Bengal repeated from the previous year. Total number of PCARDBs includes 3

PCARDBs in Orissa under liquidation.

Haryana (6), Rajasthan (23), Orissa (34), Madhya Pradesh (3), Maharashtra (29),

Karnataka (160),Kerala (5) Tamil Nadu (132) West Bengal (4).

Haryana (7), Punjab (9), Rajasthan (11), Orissa (14), Chhattisgarh (4),

Madhya Pradesh (16), Karnataka (11), Kerala (22), Tamil Nadu (45), West

Bengal (10)

Haryana (45), Himachal Pradesh (1), Punjab (26), Rajasthan (2), Orissa (7),

Chhattisgarh (8), Madhya Pradesh (19), Karnataka (6), Kerala (15), Tamil

Nadu (4), West Bengal (10),

Haryana (28), Punjab (52), Kerala (2), Orissa (1)
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4.23  The recovery performance of SCARDBs declined

fur ther and that of PCARDBs showed marginal

improvement as on 30 June 2004. The recovery of

SCARDBs as on 30 June 2004 was above 60 per cent in

Haryana, Kerala, Pondicherry and Punjab. The average

recovery of PCARDBs was more than 60 per cent in

Chhattisgarh, Haryana, Himachal Pradesh and Punjab.

4.24 NABARD, as a matter of policy, continues to

profess the need for co-operative banks to be managed

by duly elected Boards of Management. However, the

phenomenon of superceding elected Boards continued

in some of the co-operative banks. As on 31 March 2004,

Boards were superceded in 12 SCBs (out of 31) and 182

DCCBs (out of 365) in the ST structure, and in 11

SCARDBs (out of 20) and in 416 PCARDBs (out of 768)

in the LT structure (Table 4.16).

d. Debt Relief Measures

4.26   In pursuance to the announcement made by the

Hon'ble Union Finance Minister on 18 June 2004 for

enhancing the flow of credit to the agriculture sector, and

keeping in view the target of disbursement of Rs.39,000

crore by co-operative banks for agriculture purposes

during 2004-05, the guidelines for increasing the credit

flow and formulation of Debt Relief Schemes by these

banks were issued by NABARD.

e. Co-operative Development Fund

4.27 NABARD had const i tuted a Co-operat ive

Development Fund (CDF) during 1992-93 with the

objective of supporting co-operative credit institutions

in undertaking various developmental initiatives such as

HRD, building up better MIS, infrastructure creation,

setting-up of Business Development Department with

technical personnel, etc. The fund is augmented every

year through contributions from NABARD's surplus. An

amount of Rs.3.14 crore was sanctioned during the year

from the fund. Disbursements during the year amounted

to Rs.4.15 crore including drawals pertaining to sanctions

made in the previous years. The cumulative sanctions

and disbursements under CDF aggregated Rs.65.33 crore

and Rs.55.38 crore, respectively, as on 31 March 2005.

The support provided through the fund resulted in

increase in deposit mobilisation in the primary societies,

improved MIS and availability of trained manpower in

co-operative banks contributing to overall efficiency of

the structure.

4.28 In order to enable co-operative banks to publicise

various relief measures, loan facilities and schemes

among their exsisting and potential clients and also

enable them to achieve the objective of doubling

agriculture credit during the period 2004-07, a scheme

providing grants from CDF to co-operative banks has

been introduced. Grant assistance ranging from Rs.1 to

Rs.5 lakh per inst i tut ion (SCB/DCCB/SCARDB)

depending upon their size and nature of business is made

available for the purpose. An amount of Rs.5 crore has

been earmarked out of CDF for this purpose.

c. Areas of Concern

4.25 Co-operative credit institutions suffer from low

resource base, high dependence on refinancing agencies,

imbalances, poor business diversification, low recoveries,

huge accumulated losses, lack of professionalism and skilled

staff, weak MIS, poor internal checks and control systems,

etc.  As on 31 March 2004, 4 out of 30 reporting SCBs, 102

out of 365 DCCBs, 53,626 out of 1,12,309 PACS, 9 out of

20 SCARDBs and 439 out of 715 reporting PCARDBs

incurred losses. Total accumulated losses of the co-operative

credit structure (excluding PACS) amounted to Rs.8,746

crore as on the same date. Further, as on 31 March 2004, 7

out of 31 SCBs and 143 out of 365 DCCBs were not

complying with the provisions of Section 11(1) of B.R. Act,

1949 (AACS). Apart from this, low level of recovery and

high level of NPAs are also areas of major concern.

Table 4.16: Elected Boards under Supersession

(As on 31 March 2004)

Particulars SCBs DCCBs SCARDBs PCARDBs

Total Institutions (No.) 31 365 20 768

Boards under

Supersession (No.) 12 182 11 416

Boards under

Supersession (%) 39 50* 55 54

* In respect of reporting banks only.
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of DAPs/MoUs by co-operative banks and guiding

them from time to time to realise the objectives of the

process. The progress of signing of MoUs by PACS

with their respective DCCBs is being monitored by ROs

of NABARD.

4.31 Evaluation studies conducted by NABARD for

assessing the impact of DAPs/MoUs have revealed that

the exercise had brought about professional approach,

awareness about costs, yields and margins at the level

of management. Several banks were able to contain

cost of management and achieve greater productivity.

During the period 1994-95 to 2002-03, business in

terms of deposit mobilisation, loans issued and loans

outstanding had increased at an annual compound

growth rate of 12 to 17 per cent at DCCB and 7.5 to

14 per cent at SCB levels. However, the growth of

deposits and loans outstanding as on 31 March 2004

for SCBs was 11 and 1 per cent, and for DCCBs was 6

and 3 per cent, respectively, over the previous year.

The LT structure achieved annual growth rate of 10

and 14 per cent of loans issued and loans outstanding,

respectively. The growth rate of deposits and loans

outstanding as on 31 March 2004 for SCARDBs was

12 and 6 per cent and for PCARDBs was 18 and 5 per

cent, respectively. Many banks have diversified their

business by financing NFS activities including rural

housing. On the other hand, some banks had problems

like huge accumulated losses, declining recoveries,

rising NPAs, poor housekeeping, lax internal checks and

control systems and poor supervision over affiliated

institutions. Frequent changes of CEOs, archaic systems

and procedures added to their woes.

g. NABARD - SDC VIII HID

Partnership in Rural Finance Project

4.32 The project is being implemented by NABARD in

association with the client institutions since 2000-01. One

of the components of this project envisages Human and

Institutional Development (HID) of client institutions.

Various measures under this  component,  viz . ,

Organisat ional  Development Intervnt ion (ODI)

programmes, capacity building training programmes,

f. Development Action Plan /

Memorandum of Understanding

4.29 The process of preparing institution specific

Development Action Plan (DAP) and execution of

Memorandum of Understanding (MoU) was initiated

during 1994-95 with a view to enable co-operative banks

to achieve turnaround and function as viable

organisations on a sustainable basis. The first phase of

DAP/MoU covered the six year period (1994-95 to

1999-2000), followed by second phase, which continued

till 2003-04. In view of the persisting weakness in the co-

operative credit structure, DAP/MoU process was

continued and further strengthened. This process was

further extended for the next three years upto 2007. With

a view to make the process more focused and effective,

following refinements have been introduced.

i. Action plans prepared by banks not complying with

Section 11(1) of B.R. Act, 1949 (AACS), for obtaining

exemption from provisions should be aligned with that

of DAP of the respective bank.

ii. As PACS are the foundation on which the entire

edifice of the ST co-operative credit structure is built,

they have been brought into the DAP/MoU process

for the first time. PACS have been advised to prepare

viability action plans under the guidance of DCCB

and enter into agreement with the respective DCCBs.

iii. With a view to involve the elected management in

the planning and review process, the Monitoring and

Review Committees headed by President/Chairman

of the bank at state and district levels have been

reconstituted.

iv. The banks were advised to prepare a calendar of State

Level Monitoring and Review Committee/District

Level Monitoring and Review Committee meetings

for the ensuing year and to adhere to the schedule

scrupulously.

v. The progress in the implementation of the DAPs to

be reviewed in Board meetings every quarter.

4.30 During the year, 22 SCBs, 12 SCARDBs, 337

DCCBs and 704 PCARDBs executed the MoUs.

NABARD is vigorously monitoring the implementation
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exposure vis i ts  wi thin and outs ide the country,

experience sharing workshops, provision of computers

and peripherals to the select banks, etc., were meant for

helping client institutions to become financially strong,

structurally sound, self-reliant and also prepare their

human resources to cope up and deal with the changing

environment. Under the project so far, 361 (144 - Phase

I ,  133 -  Phase I I ,  84 -  Phase I I I )  and 115 ODI

programmes (71 - Phase I, 24 - Phase II, 20 - Phase III)

for RRBs and DCCBs/SCBs, respect ively,  were

conducted. Exposure visits by 158 and 53 staff members

of RRBs and co-operative banks, respectively, were

organised for RRBs/DCCBs/SCBs showing outstanding

performance to gain insights into their working and

replicate the best practices adopted by such banks.

Similar visits for 21 persons from different NGOs were

also arranged. Apart from such visits within the country,

visits outside the country for 66 bank officials and 3 NGO

staff were also arranged. Computers and peripherals

were provided to 144 RRBs.

h. Task Force on Revival of Short-term

Rural Co-operative Credit Institutions

4.33 Several committees have examined the problems

facing the co-operative credit structure in the recent past

such as Capoor Committee (1999), Vyas Committee (2001)

and Vikhe Patil Committee (2001). However, the

Government of India, which is committed to reviving and

revitalising the rural co-operative credit institutions, felt it

necessary to commission a fresh review. GoI had, therefore,

constituted a Task Force, in August 2004 under the

Chairmanship of Prof. A. Vaidyanathan, Madras Institute

of Development Studies, to formulate a practical and

implementable plan of action and also get a fair assessment

of the extent of financial resources that GoI would have to

commit to rejuvenate the rural co-operative credit structure.

The following were the Terms of Reference:

i. To recommend an implementable action plan for

reviving the Rural Co-operative Banking Institutions,

taking into considerat ion,  inter a l ia ,  main

recommendations made by various committees in

this regard.

ii. To suggest an appropriate regulatory framework and

the amendments which may be necessary for the

purpose in the relevant laws.

iii. To make an assessment of the financial assistance that

the Co-operative Banking Institutions will require for

revival, the mode of such assistance, its sharing

pattern and phasing.

iv. To suggest any other measures required for improving

the efficiency and viability of Rural Co-operative

Credit Institutions.

4.34 The Task Force submitted its report to GoI in

February 2005. The major observations, conditionalities

for assistance and recommendations of the Task Force

are as under:

a)   The Co-operative Credit Structure (CCS) is impaired

in governance, managerial and financial fronts and,

hence, needs to be revived and restructured.

b)  The financial re-structuring shall be contingent on

commitment to and implementation of legal and

institutional reforms by state governments.

c)   Financial assistance will be available for: (i) wiping

out accumulated losses, (ii) covering invoked but

unpaid guarantees given by state governments,

(iii) to attain stipulated Capital to Risk Weighted Asset

ratio (CRAR), (iv) retirement of government share

capital and (v) assistance for technical support.

i. Institutional Regulatory and Legal Reforms

4.35 The Task Force has unequivocally indicated that,

'co-operatives can only be revived if they become

democratic, self-governing, self-reliant organisations for

mutual thrift and credit'. For this, a radical change is

necessary in the way co-operative credit societies are

constituted, managed and regulated. Further, the Task

Force has recommended dealing with the rural financial

co-operatives as a separate class of co-operatives and for

including a separate chapter in the State Co-operative

Societies Act for the co-operative banks.

4.36 Availability of financial assistance from GoI shall

be strictly subject to legal and institutional reforms in

the co-operative sector to ensure that the co-operatives
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become t ru ly  democra t i c  and member  d r iven .

These include,

i. Ensuring full voting membership rights to all users of

financial services including depositors.

ii. Removing state intervention in administrative and

financial matters in co-operatives.

iii. Limiting powers of state governments to supercede

Boards.

iv. Withdrawing restrictive orders on financial matters

by allowing co-operatives to avail loans from any

financial institution and place their deposits with any

financial institution of their choice.

v. Permitting co-operatives under the parallel Acts to

be members of upper tiers under the existing

co-operative societies Acts and vice versa.

vi. Ensuring timely elections before the expiry of the term

of the existing Boards.

vii. Facilitating effective exercise of regulatory authority

by RBI in the case of co-operative banks.

viii. Application of Prudential norms for all financial co-

operatives including PACS.

4.37 The Task Force has also recommended following

major amendments, to the provisions of the B.R. Act,

1949, enabling removal of dual control and bringing the

co-operatives under regulatory control of RBI.

i. All co-operative banks would be on par with the

commercial banks as far as regulatory norms are

concerned.

ii. RBI will prescribe fit and proper criteria for election

to Boards of co-operative banks and for professionals

to be on their Boards.

iii. Co-operatives other than co-operative banks as

approved by the RBI would not accept deposits from

non-voting members.  Such co-operatives would also

not use words like 'bank', 'banking', 'banker' or any other

derivative of the word 'bank' in their registered name.

ii. Financial Package

4.38 The overall magnitude of the financial package

has been assessed at Rs.10,839 crore and a sum of

Rs.4,000 crore has been provided towards contingencies,

bringing the total requirement to Rs.14,839 crore. The

Task Force, however, has recommended a special audit

to ascertain the exact requirement of assistance. The

financial assistance wil l  be shared by GoI, state

governments and CCS based on the origin of losses

within a flexible matrix. Soft loan assistance, if required,

will be available from GoI to state governments and CCS

to meet their share.

iii. Implementation Mechanism

4.39 The Task Force recommended that NABARD be

designated as Nodal Implementing and Pass Through

Agency to coordinate and monitor the progress of the

entire programme with Review Committees to be

constituted at the national, state and district levels.

NABARD will prepare model MoUs, model balance sheet

proformae for PACS and DCCBs, get accounting systems

designed, get common software and hardware prepared

and design training modules and manuals. The scheme

is proposed to be kept open for a period of two years for

state governments to decide on their participation.

4.40 GoI has accepted the recommendations of the Task

Force 'in principle' and initiated consultation process with

the state governments.

i. Task Force on Revival of Long-Term

Rural  Co-operative Credit Institutions

4.41 In the context of an urgent need for strengthening

the Long Term Co-operative Credit Structure, GoI

decided to entrust this task to the Task Force on Revival

of Rural Co-operative Credit Institutions (Vaidyanathan

Committee), which submitted its report on Short Term

structure earlier.  The Task Force is required to submit

its report by 30 June 2005. The Terms of Reference are

as under:

i. Review the present system for long term lending for

agriculture and rural development.

ii. Assess the plans and performance of Co-operative

Agricultural Rural Development Banks / Land

Development Banks and other major components in

the overall system.
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iii. Suggest a comprehensive strategy for institutional

financing of long term agriculture and development

investments and the kind of role the co-operative

structure can play in implementing that strategy

consistent with prudent financial management.

iv. Recommend an implementable action plan for

reviving Co-oper t ive Agriculture and Rural

Development Banks engaged in long term lending

for agriculture and rural development and make an

assessment of the financial assistance required for

such revival, its mode, sharing pattern and phasing.

B. Regional Rural Banks

a. Financial Performance

4.42 Banking sector reforms have brought about

quantitative as well as qualitative improvements in the

performance of RRBs. The policy measures undertaken

in respect of RRBs, viz., the permission to relocate loss-

making branches to better business centres and conversion

of loss-making branches into satellite/mobile offices

without impairing the performance of branches in service

area had salutary effect on the financial performance,

especially in relation to profits and recovery of RRBs and

decline in NPAs. Signif icant improvement in the

performance of RRBs is being witnessed in their improved

bottom line. Over a period of three years (2002-04),

aggregate reserves of RRBs increased significantly (74 per

cent), while the deposits and investments increased by

27 and 18 per cent, respectively. During the same period,

loans and advances outstanding increased by 40 per cent

while loans issued increased by 47 per cent (Table 4.17).

4.43 The net accumuland profit of RRBs as a group, as

on 31 March 2004, increased by 48 per cent over the

previous year to Rs.768.68 crore. In all, 163 RRBs showed

improvement in their performance either by way of

increase in profits or reduction in losses or by shifting from

loss to profit at end- March 2004, as compared to 156 at

end- March 2003. The number of RRBs, which had wiped

off accumulated losses and attained sustainable viability

increased to 106 (from 97) and together built up reserves

to the extent of Rs.3,099.86 crore and 57 RRBs attained

current viability (at end- March 2004). The accumulated

losses of RRBs as a group, however, decreased marginally

to Rs.2,725.35 crore (1%) as on 31 March 2004, over the

previous year (Table 4.17). The performance of RRBs,

however, varied widely across the states (Table 4.20).

b. Recovery Performance

4.44 At the aggregate level, as on 30 June 2004,

recovery performance of RRBs improved further as

compared to the previous year. In absolute terms, the

amount of recovery increased from Rs.8,274.34 crore

(June 2002) to Rs.13,712.78 crore (June 2004), i.e., by

66 per cent (Table 4.18). The state-wise analysis of

recovery performance shows that as on 30 June 2004,

Punjab registered the maximum recovery rate of 93.5 per

cent, followed by Tamil Nadu (90%), Uttaranchal (88.3%),

Haryana (87.9%) and Kerala (86.8%) (Table 4.20). The

Table 4.17: Performance Indicators of RRBsz

(As on 31 March)

               (Rs. crore)

Particulars 2002 2003 2004

Branch Network (No.) 14,390 14,433 14,446

Share Capital 195.81 195.85 195.85

Share Capital Deposits 2,080.62 2,112.74 2,134.98

Reserves 1,782.40 2,357.41 3,107.05

Deposits 44,539.15 50,098.34 56,350.08

Borrowings 4,524.37 4,798.69 4,595.48

Investments 30,531.73 33,063.42 36,135.40

Loans & Advances

Outstanding 18,629.22 22,157.85 26,113.86

Loans Issued* 10,570.67 12,641.00 15,579.05

RRBs earning Profit (No.) 167 156 163

Amount of Profit * 699.93 733.97 952.33

RRBs incurring Losses (No.) 29 40 33

Amount of Losses 92.05 214.68 183.65

Accumulated Losses 2,694.06 2,752.25 2,725.35

*April-March

Table 4.18: Recovery Performance of RRBs

(As on 30 June)

(Rs. crore)

Year Demand Collection Balance Recovery (%)

2002 11,569.82 8,274.34 3,295.48 71.52

2003 13,246.95 9,738.80 3,508.15 73.49

2004 17,656.08 13,712.78 3,943.30 77.67
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number of RRBs having recovery of above 80 per cent

increased from 49 as at end- June 2003 to 62 as at end-

June 2004. RRBs with recovery levels of below 40 per

cent remained same at 6.

4.45  All the RRBs in Haryana, Himachal Pradesh, Punjab

and Tamil Nadu had recovery performance above 80 per

cent, and all RRBs in Jammu & Kashmir, Kerala, Madhya

Pradesh, Maharashtra, Mizoram, Nagaland, Rajasthan and

Uttaranchal, 8 (out of 9) in West Bengal, 33 (out of 36) in

Uttar Pradesh, 6 (out of 9) in Orissa, 12 (out of 13) in

Karnataka and 15 (out of 16) in Andhra Pradesh had

recovery levels above 60 per cent (Table 4.19).

78 RRBs registered decline in their NPAs, 93 RRBs (47%)

exceeded the all-India average of 12.63 per cent and 42

RRBs had NPAs level of more than 20 per cent of their

outstanding loans and advances, as at end- March 2004.

However, in absolute terms, the NPAs of RRBs increased

from Rs.3,199.75 crore, as at end- March 2003 to

Rs.3,298.83 crore, as at end- March 2004.

d. Other Developments

i. Amalgamation of RRBs

4.47 The Credit Policy announced by RBI in October

2004 indicated that sponsor banks in consultation with

state government would initiate steps for amalgamation

of RRBs sponsored by them in each state.

4.48 To consider the proposals for amalgamation of

RRBs of the same sponsor bank within a state submitted

to GoI by sponsor banks through NABARD, a meeting of

stakeholders (select sponsor banks and state

governments), RBI and NABARD, was convened by GoI

in February 2005. Some of the decisions taken in the

meeting were, (i) sponsor banks would follow-up with state

governments for their approval of the proposals,

(ii) NABARD to examine the issues involved in respect of

share capital of RRBs in post-merger scenario, as to

whether any amendment to the RRB Act is necessary,

(iii) the inter-se seniority of staff at various levels to be

worked out beforehand and (iv) standard norms need to

be adopted in manpower planning in RRBs.

ii. Recapitalisation Support by State

Governments

4.49 During the year, Haryana, Jammu & Kashmir

Madhya Pradesh, Rajasthan and Orissa released an

amount of Rs.2,072.73 lakh towards their share of

recapitalisation support to RRBs functioning in their states.

C. Farmers' Club Programme

4.50 The Vikas Volunteer Vahini (VVV) programme

renamed as 'Farmers' Club (FC) Programme' and the clubs

promoted under the programme are now being called as

Farmers' Clubs instead of VVV clubs.

c. Non-Performing Assets

4.46 Constant follow-up by NABARD, RBI and sponsor

banks created awareness among RRBs about the quality

of lending. This was reflected from the declining trend in

NPAs of these banks. RRBs showed steady improvement

on this front as witnessed from the gradual decline in their

gross NPAs as a percentage of loans and advances

outstanding from 18.84, as at end- March 2001, to 12.63,

as at end- March 2004. Even though as on 31 March 2003,

 Table 4.19: Frequency Distribution of States/

UTs according to Levels of Recovery of RRBs

(As on June 2004)

Recovery (%) States

Arunachal Pradesh (1), Orissa (1), Bihar (2),

Jharkhand (2)

Andhra Pradesh (1), Assam (1), Bihar (3),

Chhattisgarh (1), Gujarat (1), Jharkhand (2),

Karnataka (1), Manipur (1), Meghalaya (1),

Orissa (2), Tripura (1), Uttar Pradesh (3), West

Bengal (1)

Andhra Pradesh (11), Assam (2), Bihar (11),

Chhattisgarh (1), Gujarat (4), Jammu &

Kashmir (3), Jharkhand (2), Karnataka (6),

Kerala (1),  Madhya Pradesh (11),

Maharashtra (8), Mizoram (1), Nagaland (1),

Orissa (5), Rajasthan (8), Uttar Pradesh (24),

Uttaranchal (2), West Bengal (8)

Andhra Pradesh (4), Assam (2), Chhattisgarh (3),

Gujarat (4), Haryana (4), Himachal Pradesh (2),

Karnataka (6), Kerala (1), Madhya Pradesh (8),

Maharashtra (2), Orissa (1), Punjab (5),

Rajasthan (6), Tamil Nadu (3), Uttar Pradesh (9),

Uttaranchal (2)

<40

> 40 and ≤ 60

> 60 and ≤ 80

>80
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 Table 4.20: State-wise Working Results of RRBs
(As on 31 March 2004)

(Rs. crore)

State No. of Profit Earning* Loss Incurring* Net Accumulated Loans & NPAs Recovery %

RRBs                                     Advances

No. Amount No.Amount       Profits       Losses o/s Amount % June'03 June'04

Andhra Pradesh 16 15 121.53 1 -3.36 118.17 29.18 3,452.03 279.28 8.09 70.96 77.14

Arunachal Pradesh 1 – – 1 -2.18 -2.18 24.53 32.54 24.21 74.41 22.61 24.50

Assam 5 5 14.73 – – 14.73 89.59 612.65 86.17 14.07 58.41 67.04

Bihar 16 7 48.52 9 -85.64 -37.12 611.98 1,409.13 265.79 18.86 60.92 63.54

Chhattisgarh 5 5 17.73 – – 17.73 132.43 394.05 58.46 14.83 69.02 75.38

Gujarat 9 9 28.37 – – 28.37 22.00 663.89 83.20 12.53 76.53 80.03

Haryana 4 4 57.37 – – 57.37 4.05 823.07 44.33 5.39 84.73 87.89

Himachal Pradesh 2 2 9.16 – – 9.16 – 175.22 12.99 7.41 80.79 82.53

Jammu & Kashmir 3 1 11.99 2 -10.85 1.14 81.98 201.57 22.49 11.16 63.85 75.37

Jharkhand 6 3 6.02 3 -11.61 -5.59 131.90 378.36 92.32 24.40 44.94 47.87

Karnataka 13 13 104.47 – – 104.47 – 2,900.28 284.49 9.81 75.41 75.73

Kerala 2 2 38.33 – – 38.33 – 1,456.07 109.54 7.52 84.99 86.80

Madhya Pradesh 19 14 35.86 5 -18.19 17.66 232.13 1,601.24 215.70 13.47 72.49 79.01

Maharashtra 10 9 16.36 1 -1.70 14.66 123.60 749.99 157.62 21.02 64.22 70.21

Manipur 1 – – 1 -1.44 -1.44 15.68 16.49 6.32 38.32 51.80 50.17

Meghalaya 1 1 2.21 – – 2.21 – 46.25 13.63 29.46 54.30 59.86

Mizoram 1 1 0.39 – – 0.39 5.19 50.26 12.08 24.02 61.23 61.22

Nagaland 1 – – 1 -0.41 -0.41 1.99 5.23 1.28 24.42 61.17 63.44

Orissa 9 5 16.14 4 -28.12 -11.98 485.64 1,732.31 242.06 13.97 67.38 71.37

Punjab 5 5 39.73 – – 39.73 – 427.35 20.40 4.77 91.66 93.48

Rajasthan 14 12 46.97 2 -7.05 39.92 179.69 1,587.96 133.14 8.38 80.05 83.17

Tamil Nadu 3 3 9.65 – – 9.65 – 669.75 28.19 4.21 89.28 90.15

Tripura 1 1 6.43 – – 6.43 135.01 213.70 58.85 27.54 44.56 51.30

Uttar Pradesh 36 35 295.27 1 -1.49 293.78 135.38 4760.98 795.84 16.72 70.04 73.15

Uttaranchal 4 3 7.45 1 -0.98 6.46 2.95 187.69 22.26 11.86 79.30 88.26

West Bengal 9 8 17.67 1 -10.63 7.04 280.45 1565.80 228.20 14.57 69.33 72.32

All India 196 163 952.33 33 -183.65 768.68 2,725.35 26,113.86 3,298.83 12.63 73.49 77.67

* During 2003-04

4.51 The essence of the programme is manifest in the

five principles of 'Development through Credit' that

envisages utilising credit in an appropriate manner to

enhance productivity and production leading to increase

in income and repayment of loans for recycling of funds.

The role of Farmers' Clubs has been enlarged to cover

technology transfer on farmers '  f ield for higher

productivity, on-farm value addition by adopting effective

post-harvest technology, active participation of the

farmers in the marketing of their produce, etc. To assess

the impact created by the Farmers' Clubs at ground level,

evaluation study of such clubs was conducted in

Karnataka (Box 4.1).

Box 4.1

Farmers' Clubs: Impact

• Clubs helped in mobilisation of deposits and in improving

credit flow as revealed from the annual growth rate of 28%

and 53% in the club villages as against 21% and 33% for the

branch as a whole, respectively.

• NPAs in club villages declined significantly as they had

resorted to several methods for recovery of  bank dues, like

defaulters' meet, recovery campaign, visit to villages with bank

staff, personal contacts, persuasion, etc.

• On an average dues have helped in promotion of  15 SHGs

per club.

• Participation of the clubs in various socio-cultural  activities,

viz., Independence and Republic Day celebrations, pulse polio

programme, International Women's Day, etc.
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4.52 NABARD provides financial assistance to banks,

VAs, NGOs, Agriculture Universities, Krishi Vigyan Kendras

(KVKs), etc., for setting-up of FCs and also supporting other

activities under the programme. During the year 3,649

clubs were launched. The programme has spread to 505

districts covering 31,108 villages through 13,664 clubs.

4.53 The RRBs promoted maximum clubs (6,185),

followed by co-operative banks (3,114) and commercial

banks  (2,942). So far, VAs, NGOs, KVKs and Agriculture

Universities have promoted 1,423 clubs. Southern region

accounted for the major share (35%), followed by

eastern (18%), western and central (17% each) and

northern region (11%), while the NER accounted for only

2 per cent.

4.54 During the year,  NABARD extended grant

assistance of Rs.18.04 lakh to Farmers' Training Centre,

set up in Haryana by Punjab National Bank to meet its

recur r ing expenses and for purchase of t raining

equipments. The Centre envisages to conduct training

programmes related to crop production, floriculture,

animal husbandry, forestry, etc.

Publications on Institutional
Development

4.55 NABARD continued to collect and publish data

on co-operative banks, RRBs and other institutions

related to agriculture and rural development. These

publications relate to (i) key statistics on co-operative

banks and RRBs, (ii) dossier/overview on co-operative

banks indicating performance parameters, (iii) financial

statements on co-operative banks/RRBs, (iv) ratio

analysis of co-operative banks and RRBs with reference

to their profitability position, (v) review of performance

of RRBs (RRB/sponsor bank-wise),  etc.  These

publications are available in CD form also.

Supervision over Banks

4.56 In accordance with the powers vested under

Section 35(6) of the Banking Regulation Act, 1949

(AACS), NABARD undertakes inspection of RRBs, SCBs

and DCCBs. Besides, NABARD conducts voluntary

inspections of SCARDBs, Apex Weavers' Co-operative

Societies, State Co-operative Marketing Federations, etc.

4.57 The objective of NABARD's supervision is to assess

the financial and operational soundness and managerial

efficiency of the co-operative banks (SCBs, DCCBs and

SCARDBs) and RRBs as also their compliance with

banking regulations, so as to protect the interest of their

depositors. With the application of prudential norms to

the banking industry, supervisors have to prescribe

appropriate disclosure standards and practices and pursue

policies that promote comparability, relevance, reliability

and timeliness of the information flow. The frequency of

statutory/voluntary inspections by NABARD is being

increased from 2005-06. Accordingly, statutory

inspections of all SCBs as well as those DCCBs and RRBs

which are not complying with minimum capital

requirements as required under B.R. Act, 1949 (AACS),

and RBI Act, 1934, respectively, and voluntary inspections

of all SCARDBs will be conducted on an annual basis.

The statutory inspections of those DCCBs and RRBs

having positive networth as also, the voluntary inspections

of Apex Co-operative Societies/Federations will continue

to be conducted once in two years. With the introduction

of annual inspections, the system of conducting 'quick

inspections' has been dispensed with.

4.58 With effect from 1 April 2004, statutory inspection

of all SCBs (3 tier structure) hitherto conducted by H.O.

has been entrusted to ROs for closer monitoring of

operations of these banks. With this, the inspection of all

co-operative banks, RRBs and other apex institutions are

conducted by ROs. Head Office, however, carries out

statutory inspections on a selective basis to give adequate

exposure to HO officers.

4.59 The officers of the Department of Supervision

(DoS) were deputed for various domestic training

programmes, particularly in Investment Portfolio, Treasury

Management and Risk Based Supervision to equip them

with latest developments in this regard so as to improve

the effectiveness of supervision.
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4.60 The Off-site Surveillance System (OSS) introduced

during 1998-99 as a supplement to On-site inspection,

has gained importance, enabling continuous supervision

with improved submission of the prescribed returns by

co-operative banks and RRBs in southern and western

regions, though the position continues to be unsatisfactory

in eastern and northern regions. With a view to sensitise

the banks to realise the importance of submission of OSS

returns, all concerned banks have been advised that non-

submission and delayed submission of OSS returns would

be treated as a violation of Section 27(2) of the B. R. Act,

1949 (AACS), and would attract penalty under Section

46 of the Act, ibid.

4.61 The important developments in the areas of

operations and policy decisions during the year were as

under.

A. Operational Matters

a. Inspection of Banks

4.62 During the year, inspections of 326 banks (12

SCBs, 181 DCCBs and 133 RRBs) and voluntary

inspections of 11 SCARDBs and 4 Apex Institutions were

carried out. Further, quick inspections of 94 banks (11

SCBs, 1 SCARDB and 82 DCCBs) were also conducted

during the year. The supervisory concerns relating to these

banks as brought out by the inspections were: (i) improper

application/implementation of income recognition and

asset classification norms, (ii) inadequate provisioning for

impaired credits/assets resulting in inflated profit or

reduced losses, (iii) absence of comprehensive investment

policy, (iv) non-compliance with important provisions of

B.R. Act, 1949/ RBI Act, 1934, (v) delay in submission of

satisfactory compliance to inspection observations, (vi)

deficiencies in sanction and disbursement of loans and

advances, (vii) inadequate risk management strategy, (viii)

deficient internal checks and control systems, particularly

balancing of books and non-reconciliation of inter-branch

adjustment accounts, ( ix) poor credit monitoring

arrangements resulting in over exposure to certain

sensitive sectors/industries, (x) lack of 'corporate

governance' norms, (xi) inadequate supervision  over end-

use of credit, etc.

b. Board of Supervision

4.63 The Board of Supervision (for SCBs, DCCBs and

RRBs) [BoS] constituted by the Board of Directors of

NABARD in 1999 to provide guidance and directions to

the Bank on matters relating to supervision, met four times

during the year. The issues deliberated by BoS included:

(i) review of the functioning of insolvent SCBs and

DCCBs, (ii) state-wise review of the functioning of co-

operative credit institutions, (iii) review of OSS, (iv) review

of frauds, misappropriation, embezzlements, defalcations,

etc., in SCBs, DCCBs and RRBs, (v) review of progress

in implementation of the recommendations of the

Advisory Committee on flow of credit to agriculture and

related activities from banking system, (vi) review of

functioning of SCBs and SCARDBs based on inspection

findings, (vii) procedure for receipt and follow-up of

compliance reports on inspection findings, (viii) risk

management systems in co-operative banks and RRBs,

(ix) review of financial position of RRBs with deposit

erosion of 25 per cent or more and (x) making applicable

the revised prudential norms to SCARDBs and PCARDBs.

The Board expressed concern over deterioration in the

financial position of many co-operative banks not

complying with the provisions of Section 11(1) of B.R.

Act, 1949 (AACS), as also absence of penal provision

against the banks not adhering to RBI's guidelines for asset

classification, provisioning, etc.

4.64 A set of 'trigger points' based on certain quantifiable

parameters, for initiating Supervisory and Regulatory

actions against SCBs and DCCBs, approved by the BoS

were placed before the Board of Directors of NABARD

and conveyed to all SCBs and DCCBs.

B.  Other Developments

a.  Compliance to Minimum Share

    Capital Requirement

4.65 The number of SCBs and DCCBs not complying

with the Section 11(1) of the B.R. Act, 1949 (AACS),

which stood at 7 and 143, respectively, as on 31 March

2004 declined to 6 and 136, respectively, as on 31 March

2005 with 1 SCB and 14 DCCBs recomplying and 7
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additional DCCBs not complying with the provisions of

the Act, ibid., during the year. The recompliance was

mainly due to enhanced recoveries and reduced

provisioning requirement against the impaired assets. The

total erosion in the value of assets of the 142 non-

compliant co-operative banks as on 31 March 2005

aggregated Rs.10,305.62 crore, which had not only

eroded their  entire owned funds but also affected deposits

to the extent of Rs.3,647.41 crore.  The deposits in respect

of 9 DCCBs had been fully eroded, which is a matter of

serious concern. Of the 142 non-compliant co-operative

banks, exemption from the provisions of Section 11(1) of

the Act, ibid., was granted by GoI to 16 banks (2 SCBs

and 14 DCCBs) and applications for grant of exemption

in respect of 18 banks (2 SCBs and 16 DCCBs) were under

consideration by RBI/GoI. However, no recommendations

were made for exemption in the case of 41 DCCBs

considering their precarious and continued deterioration

of financial position.

b. Grant of Licence

4.66 As no new licences were granted to SCBs/DCCBs

during the year, the number of licensed co-operative banks

remained unchanged at 86 (13 SCBs and 73 DCCBs), as

on 31 March 2005. Applications of 3 DCCBs, viz., Sri

Ganganagar (Rajasthan), Muktsar (Punjab) and

Villupuram (Tamil Nadu) have been recommended by

NABARD to RBI for issue of licence. RBI's decision is

awaited.

c. Scheduling of State Co-operative Banks

4.67 During 2004-05, no SCB was included in the

second schedule to the RBI Act, 1934. Thus, the number

of scheduled SCBs remained unchanged at 16 as on 31

March 2005.

d. Compliance with various Sections

of Acts

4.68 As on 31 March 2005, 6 SCBs and 141 DCCBs

did not comply with Section 22(3)(a) of B.R.Act, 1949

(AACS), in regard to their capacity to pay their depositors

in full and 14 SCBs and 332 DCCBs did not comply with

Section 22(3)(b) of the Act, ibid., as the affairs of these

banks were not being conducted in a manner not

detrimental to the interest of their depositors.

4.69 All the 16 scheduled SCBs were complying with

Section 42(6)(a)(i) of RBI Act, 1934, in regard to the

minimum capital requirements of Rs.5 lakh. However, 13

of these 16 scheduled SCBs were not complying with

Section 42(6)(a)(ii) of the Act, ibid., as the affairs of these

banks were not being conducted in a manner not

detrimental to the interest of depositors.

4.70 The number of RRBs not complying with Section

42(6)(a)(i) of the Act, ibid., declined from 57 as on 31

March 2004 to 54 as on 31 March 2005. The number of

RRBs not complying with Section 42(6)(a)(ii) of the Act,

ibid., also declined from 152 to 143 during the same

period. The total erosion in value of assets of these 54

RRBs, as on 31 March 2005, aggregated Rs.2,823.20

crore, which had not only eroded their entire owned funds

but also affected deposits to the extent of Rs.1,700.51

crore. The deposits in respect of 7 RRBs were eroded by

more than 25 per cent as on 31 March 2005. During the

year, 4 RRBs, recomplied with the provisions of Section

42(6)(a)(i) of the Act, ibid., whereas one RRB failed to

comply with the provisions of the Act, ibid.

4.71 During the year, no co-operative bank or RRB was

authorised to open and maintain NR (E)/NR (O) Account

by RBI.

C. Policy Decisions

4.72 The RRBs were advised a framework for analyzing

their balance sheet so as to ensure proper evaluation of

bank's performance, identify the key parameters to

measure returns and risks and initiate appropriate

corrective measures wherever required. With a view to

ensure closer monitoring, ROs were also advised to hold

quarterly review meetings with MDs of SCBs and

SCARDBs with focus on areas of supervisory concern as

also to review the quality of compliance reported by the

banks. The Registrars of Co-operative Societies (RCS) of

all states were advised to evolve specific, prudential and

objective criteria on declaration of dividend by SCBs and
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DCCBs. ROs have been advised to take up the matter of

high incidence of frauds and/or low level of recoveries in

SCBs/DCCBs with the Secretary, Co-operation of the

concerned states and in the case of RRBs with sponsor

banks. With a view of getting better feedback on loan

portfolio of RRBs, the coverage of loans to be examined

during inspections has been enlarged. The changes in

prudential norms have been extended to SCARDBs and

PCARDBs from 31 March 2005 in a phased manner.

Guidelines on Risk Management Systems were issued to

co-operative banks and RRBs.

D. Revival of Weak Banks

4.73 Follow-up action on measures advised by NABARD

to state governments and banks for strengthening the co-

operative credit structure, including the preventive and

revival measures to be taken by the different agencies,

continued to be unsatisfactory. Absence of rehabilitation

packages and lack of attention to the problems of the

banks by state governments also contributed to their

deteriorating financial positions. As on 31 March 2005,

1 SCB and 32 DCCBs were not complying with minimum

capital requirements for a period of over ten years, 4 SCBs

and 77 DCCBs for 5 to 10 years and 1 SCB and 17 DCCBs

for 3 to 5 years.  Unless the concerned DCCBs, the Apex

Banks and the state governments take necessary steps

for implementation of the Action Plans seriously, these

banks will not be able to serve the objectives for which

they have been created and their continued existence will

endanger the interests of depositors.

E. Other Developments

4.74 A study group headed by Chief General Manager,

DoS, NABARD, comprising members from RBI, Audit

Departments of a few state governments, representatives

from SCBs and DCCBs and a Chartered Accountant

examined various aspects relating to the introduction of

Common Accounting System for SCBs and DCCBs in

order to bring out symmetry in the financial statements

and more transparency through additional disclosures.

The suggestions made by the study group are under active

consideration of RBI.
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In the constantly changing socio-economic environment,

continuous upgradation of skills and technical expertise

coupled with a high degree of professionalism among

employees assumes greater significance. Keeping this in

view, NABARD lays emphasis on capacity building of

its employees by refining its existing training modules,

introducing new programmes and enhancing the

exposure of employees through visi ts to various

institutions within the country and overseas. The Bank

through its pro-active human resource management

strategies has sought to develop an environment

conducive to the fulfilment of its mission by reinforcing

its corporate vision and building a culture that fosters

learning, creativity and adaptability.

General

A. Board of Directors

5.2 The Board of Directors of the Bank met seven times

during the year. Besides, the Executive Committee, the

Audit Committee and the Sanctioning Committee for

loans under RIDF/ AICF met five, four and eight times,

respectively.

5.3 Smt. Ranjana Kumar and Shri Y.S.P. Thorat

continued to function as the Chairperson and the

Managing Director, respectively. Shri V. Leeladhar, Deputy

Governor, RBI, was appointed as Director on the Board

of NABARD with effect from 28 September 2004 vice Smt.

K. J. Udeshi, Deputy Governor, RBI, and was also

nominated as Member of the Executive Committee, the

Sanctioning Committee for loans under RIDF and the

Audit Committee of the Board.

5.4 Swami Shashankananda, Dr. Amrita Patel, Prof.

Vijay Shankar Vyas, Shri C. Babu Rajeev and Dr. R.

Kannan ceased to be Directors on the Board with effect

from 18 May 2004 on completion of their tenure. On

demitting office as Secretary (Financial Sector), Ministry

of Finance, GoI, Shri N.S. Sisodia ceased to be a Director

with effect from 1 February 2005.

5.5 Shri S.C. Hota, Agriculture Production

Commissioner (APC) & Additional Chief Secretary (ACS),

Government of Orissa and Shri Om Prakash, Secretary,

Agriculture, Government of Uttaranchal were appointed

as Directors with effect from 28 May 2004 for a period of

three years vice nominees of Governments of Assam and

Tamil Nadu, respectively. Shri A.K. Tripathy, APC &

Principal Secretary, Government of Orissa was appointed

as Director with effect from 1 July 2004 vice Shri S. C.

Hota. Subsequently, Shri Gautam Buddha Mukherji, APC

& ACS, Government of Orissa was appointed as Director

vice Shri A.K. Tripathy, with effect from 1 August 2004.

Shri Gautam Buddha Mukherji and Dr. P. Raghavan were

nominated as members after reconstitution of the

Sanctioning Committee for loans under RIDF. Shri

Gautam Buddha Mukherji was also nominated as a

member of the Audit Committee.

5.6 As on 31 March 2005, there were three and two

vacancies under Sections 6(1)(b) and 6(1)(c), respectively,

and one vacancy under Section 6(1)(d) of the NABARD

Act, 1981, on the Board of Directors.

B. Inspection of NABARD

5.7 Reserve Bank of India conducted the seventh

financial inspection of NABARD from 8 November 2004

to 22 January 2005 with reference to the financial position

as on 31 March 2004.

C. Regional/DDM Offices

5.8 Twenty-one DDM offices were opened during the

year, raising the number of DDM offices to 359 as on 31

March 2005. Besides the corporate office at Mumbai,

NABARD has 28 regional offices at state capitals, a sub-

office at Port Blair and a cell at Srinagar.

V Organisation and Management
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Human Resource Development

A. Training and Skill Enhancement

a. Officers and Executives

5.9 Ninety-seven training programmes related to

functional, behavioural and technical areas covering

1,952 officers were conducted at NBSC, Lucknow. New

programmes on Medicinal  and Aromatic Plants,

Par t ic ipator y  Approach to  Rura l  Credi t  and

Management, Marketing Skil ls and Monitoring of

Watershed Projects were also introduced during the

year. Inputs on Vigilance Administration were provided

to 49 officers during the year.

5.10 In all, 1,004 officers of the Bank were deputed for

tailor-made and off-the-shelf programmes, exposure visits,

workshops, seminars and conferences organised by

outside agencies, including overseas institutions. Some

of the areas covered in these programmes were Indian

Debt Markets, Investment and Treasury Management,

Credit Appraisal and Monitoring, Risk Based Supervision,

Bio-technology, Water Resource Development and

Management, Advanced Technologies in Horticulture,

Inspection under Computerised Environment, Disaster

Management, etc. Officers were also deputed for seminars

and conferences organised by Confederation of Indian

Industries (CII), Mumbai, Federation of Indian Chamber

of Commerce and Industry (FICCI), New Delhi, FiK

International, Bombay Stock Exchange, Princeton

Academy, Academy of HRD, GITAM Institute of Foreign

Trade, Vishakhapatnam, Inconnectiva, Independent

Power Producers' Association of India and Jawaharlal

Institute for Development Banking, Hyderabad. Exposure

visits to CEC-BAIF project on transfer of technologies for

sustainable rural development in tribal areas of five states

(Gujarat, Karnataka, Maharashtra, Rajasthan and Uttar

Pradesh) were also arranged.

5.11 Faculty Members and few officers of HRDD were

deputed for training programmes, viz., (i) direct training

skill,  (ii) design of training and (iii) evaluation of training,

organised at the instance of GoI, at various state level

training institutes. These programmes were designed by

GoI in collaboration with the Thames Valley University,

Slough, UK under the Trainer Development Project with

the aim of improving training abilities, delivery skills, the

designing of subject specific courses, evaluation of training

programmes, etc. In all 2,956 officers of the Bank were

deputed for various training programmes, workshops,

seminars, conferences and exposure visits.

5.12 As an innovative initiative, a workshop on ‘Meeting

the Challenges Ahead’ was organised in September 2004

at HO for 29 officers recruited in 2003 with the objective

of grooming them to meet the challenges of a changing

work environment and increasing complexity of tasks. The

programme was facilitated by the Aavishkar Centre for

Human Excellence, Mumbai and laid emphasis on efforts

needed to perform group activities, psychometric

assessment of individual strengths and weaknesses, time

management, individual counselling, etc., which helped

the participants to enhance their emotional resilience and

ability to deal with pressure.

5.13 As part of the capacity building process of the staff,

an innovative system of mentoring by select senior officers

was initiated for 29 officers recruited in 2003 and posted

at HO, with the aim of promoting group interaction,

affinity and mutual learning process among them through

monthly meetings. The meets have not only facilitated

interaction among the officers themselves and with senior

executives, but also have developed their confidence and

provided them with a platform for improving their

presentation and management skills.

b. Seminars/Workshops/Visits by
Senior Management

5.14 Smt. Ranjana Kumar, Chairperson, attended

workshops on ‘Developing an Enabling Environment For

and Structuring Asset Reconstruction Companies’ at Asian

Development Bank, Manila, and ‘Micro Insurance

Services for the Poor’ organised by the World Bank at

Washington D.C. She also participated in discussions at

Wharton Business School and Marshall Business School,

USA. Shri Y.S.P. Thorat, Managing Director, attended the

sixth meeting of the International Cooperative Alliance

(ICA), Regional Cooperative Banking Association for the



105

105 CMYK

CMYK

Asia & Pacific organised at Chiang Mai, Thailand and

made a presentation on ‘Sustainable Development’ at the

University of Reading, UK.

C. Training of Other Employees

5.15 Training is imparted to employees (Group ‘B’ and

‘C’ staff) at National Bank Training Centre (NBTC),

Lucknow and Zonal Training Centre (ZTC), Hyderabad.

During the year, 1,216 staff members participated in 77

programmes conducted at these centres. In addition, three

pre-promotional training programmes, each covering 59

Group ‘B’ (SC/ST) employees, were conducted at these

two centres and at RTC, Bolpur. In order to help the

employees improve personal effectiveness, inter-personal

skills, stress management, etc., a workshop on ‘Winning

Men’ was conducted. Retiring Group ‘B’ and ‘C’

employees were also deputed to ZTC of RBI to attend a

programme on retirement benefits and health-related

issues conducted by RBI for its employees.

B. HRD in Specialised Departments

5.16 Recognising knowledge as the key input for

development banking, specialised departments like

Department of Economic Analysis and Research (DEAR)

and Technical Services Department (TSD) were created

in the organisation since its establishment. The officers of

DEAR with economics and research background and

officers of TSD specialised in various disciplines relating

to agriculture and allied activities have been working at

both the HO and the ROs. The officers of DEAR are, inter

alia, involved in the conduct of impact assessment studies

of credit-supported investments and in evolving strategies

to improve the efficiency of such investments. Further,

commodity specific studies are also being undertaken so

as to improve the efficiency of supply chain systems.

Similarly, officers of TSD maintain database and formulate

schemes as reference documents for bankers,

entrepreneurs, policy makers and farmers and also help

in implementing  the same with appropriate technologies.

5.17 DEAR and TSD regularly organise programmes,

both in-house and in collaboration with external

agencies, to provide exposure to their officers to the latest

developments in banking and agriculture sectors, for

dissemination of knowledge for implementing various

schemes and to provide strategic inputs.

5.18 DEAR conducted two Exposure Programmes

during the year, (i) for the newly recruited officers with

economics background from 7-16 February 2005 at

NBSC, Lucknow, aimed at strengthening their analytical

skills, enabling them to conduct studies related to

traditional and non-traditional investments, evaluation

of rural infrastructure projects and (ii) for senior officers

at the Institute of Economic Growth (IEG), Delhi from

7-11 March 2005 with the objective of providing an

overview of the current macro-economic environment,

impact of WTO on Indian agriculture, improving MIS

and evolving strategies for improving the performance

of the agriculture sector.

5.19 DEAR also conducted Business Meet of

Economists of the Bank from 23-25 November 2004 at

NBSC, Lucknow, which,  in ter  a l ia ,  focused on

internalisation of findings of various studies conducted

by the Bank and s t rategies for  improving the

per formance of off icers. Based on the feedback,

strategies worked out at HO level were discussed with

Dr. A. Vasudevan, former Executive Director, RBI and

others in a meeting convened by NABARD on 17

February 2005. Officers are encouraged to write research

papers,  some of  which have been accepted for

discussions at various conferences. Regular interactions

with professionals also help in improving skills as also

quality and coverage of studies undertaken by officers.

5.20 During 2004-05, TSD conducted five regional

workshops in Andhra Pradesh, Karnataka, Rajasthan, Uttar

Pradesh and West Bengal, focusing on development of

the thrust areas identified in the respective states as also a

Mango Meet to promote mango exports. Further, to keep

the Bank’s officers abreast with the latest technological

advancements in their respective areas, Business

Development Meets in its four disciplines, i.e., Animal

Husbandry, Land Development, Agricultural Engineering

and Fisheries and two capacity building workshops for

junior officers of Minor Irrigation, and Plantation and

Horticulture were also organised during the year.



106

106 CMYK

CMYK

C. Recruitment, Promotion and Staff
Strength

a. Direct Recruitment

5.21 During the year, seven persons (including one each

belonging to SC and physically handicapped categories)

were appointed in the officers’ cadre. One each was for

Legal Services and Rajbhasha, two for Protocol and

Security Services and three for Rural Development and

Banking Services. Three persons (of which 1 SC) and 25

persons (of which 9 SC, 1 ST and 7 OBC) were appointed

in Group ‘B’ and ‘C’, respectively.

b.  Promotions

5.22 The details on promotions effected during the year

have been given in Table 5.1. Further, 27 employees (8

SC and 6 ST) within the sub-staff cadre and 100

employees (22 SC and 5 ST) within the clerical cadre

were promoted. Besides, two employees in the sub-staff

cadre were also promoted as clerks. In the case of officers,

10, 12 and 11 promotions were effected from Grade ‘C’

to ‘D’, Grade ‘D’ to ‘E’ and Grade ‘E’ to ‘F’, respectively.

servicemen and physically handicapped employees

stood at 136 and 104, constituting 2.6 and 2 per cent of

the total staff strength, respectively.

Administrative and Other Matters

A. Industrial Relations

5.24 Industrial relations in the Bank were a bit strained

during the year due to agitation by the Associations of

workmen and officers on issues of parity with RBI in

respect of pay and allowances. The Bank continued to

hold periodical discussions with the All India NABARD

Employees’ Association and National Bank Officers’

Association on various issues. Quarterly meetings of the

senior executives and chief liaison officer at HO were held

regularly with All India NABARD Progressive Employees

Welfare Association (AINPEWA).

5.25 In pursuance of the Supreme Court’s direction, a

Central Complaints Committee at HO and 21 Regional

Complaints Committees at ROs have been functioning

for prevention of sexual harassment of women at the

work place.

B. Welfare Measures for SC/ST
Employees

5.26 Shri V. Devender, Hon’ble Member, National

Commission for SCs, New Delhi, along with Smt. Vibha

Sood, Director, National Commission for SCs/STs, Andhra

Pradesh visited Andhra Pradesh RO and discussed matters

relating to reservations and other welfare measures for

SCs/STs with senior executives of the Bank and

representatives of SC/ST Welfare Association.

5.27 The other benefits extended to these employees

were:

• Strict observance of reservation for SCs/STs in direct

recruitment as also in vacancies filled through

promotions in consonance with instructions from GoI.

• Conduct of three pre-promotional training

programmes each for the benefit of 86 and 59 SC/

ST officers and clerical staff, respectively.

c. Staff Strength

5.23 The total staff strength of the Bank stood at 5,230

as on 31 March 2005 of which, 1,306 belonged to SC

and ST category (Table 5.2). The staff strength of ex-

Table 5.1: Promotions Effected during the Year

Particulars Total                  Of which

SC ST

Officers in Grade ‘B’ to ‘C’ 41 4 3
Officers in Grade ‘A’ to ‘B’ 89 12 6
Clerical to Officer Cadre 82 2 4

Table 5.2: Total Staff Strength

Cadre Total                        Category-wise

SC ST

Group 'A' 2,973 404 (13.6) 192 (6.5)
Group 'B' 1,267 153 (12.1) 114 (9.0)
Group 'C' 990 330 (33.3) 113 (11.4)

Total 5,230 887 (16.9) 419 (8.0)

Figures in parentheses indicate percentages to total
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• An amount of Rs.1.08 lakh was disbursed to

wards of SC/ST employees under the scholarship/

book grant scheme. Book grant amounting to

Rs.0.44 lakh has been extended so far to nine

SC/ ST Welfare Association units for the B.R.

Ambedkar Library.

C. Other Staff Benefits

5.28 Housing loans aggregating Rs.1,001.61 lakh were

sanctioned to 223 employees. Disbursements made

against these sanctions, including loans sanctioned

during previous years, amounted to Rs.985.15 lakh.

D. Library Facility

5.29 In order to facilitate the staff to upgrade their

knowledge on an on-going basis, the Bank maintains a

Central Library attached with DEAR at HO, Mumbai,

besides i ts units at RO level.  The Library has a

comprehensive collection of books, journals, working

papers, reports, etc., on relevant subjects covering

different disciplines of agriculture and allied activities,

banking, rural development, information technology,

management, etc., and subscribes to 169 technical

journals. The Library Committee monitors the work of

the Central Library on a quarterly basis.

E. Information Technology

5.30 The financial accounting software continued to

be used simultaneously with the existing accounting

system during the year. The Bank also initiated the

implementation of Wide Area Network (WAN) project,

planned in three phases, to facilitate interconnectivity

among ROs and HO. During the year, WAN was made

functional in seven offices while the remaining offices

are proposed to be connected in subsequent phases.

In addition to WAN, the Bank also uses the Virtual

Private Network (VPN) facility, especially in remote

locations where WAN is not feasible, which has been

made available to all offices. Initiatives to develop

software applications for other business operations of

the Bank are underway.

F. Vigilance

5.31 NABARD continued to lay emphasis on vigilance

survei l lance and conducted Preventive Vigi lance

Inspection of 15 ROs/TEs. To sensitise employees, two

specially designed training programmes were organised

for officers of the Bank. NABARD also observed ‘Vigilance

Awareness Week’ from 1 to 6 November 2004.

G. Inspection

5.32 During 2004-05, inspection of 17 ROs and 2 TEs

was undertaken by HO. Off-site monitoring of the

Concur rent Audit  Cel ls  (CACs) in ROs was also

undertaken through monthly audit returns. Quarterly

reviews of intermediary accounts (Sundry Advances and

Sundry Creditors) were completed during the year. The

Audit Committee has decided that 15 ROs based on their

levels of business will be inspected annually and the

remaining ROs will be inspected once in two years. While

HO departments, viz., FAD, GAD, MCID, Premises, PCD

and RMD will be inspected annually, others not involving

financial transactions will be inspected once in two years.

5.33 The concurrent audit work of five ROs, viz.,

Andhra Pradesh, Gujarat, Orissa, Rajasthan and West

Bengal besides GAD, RMD and FAD of HO was done

by M/s Haribhakti & Co. The Audit Committee decided

that concurrent audit in the ROs should, henceforth,

be undertaken internally and the same in respect of

FAD, GAD, Premises, RMD and the Co-financing Cell

of ICD at HO would be done by an external firm of

Chartered Accountants.

5.34 Consequent upon the dispensation of Zonal Audit

Cell based in West Bengal RO, Kolkata, the conduct of

inspection in seven ROs in NER (except Assam RO) was

entrusted to ID, HO. CACs have been set up in each of

the seven ROs.

H. Public Relations

5.35 The Bank participated in various events, viz., the

Theme Pavil ion of Ministry of Agriculture at the

International Trade Fair at New Delhi, Agro-Horticulture

Exposition, Agro India 2004, organised by FICCI at
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Kolkata, Kisan 2004 at Pune, etc. The Indian Express

Group continued to bring out the fortnightly page on

agriculture in the Indian Express and the Loksatta at

NABARD’s instance.

5.36 The Bank’s in-house publication ‘NABARD

Parivar’ won two national awards for its editorial and a

feature each f rom the Associat ion of  Business

Communicators of India (ABCI). A film on NABARD’s

non-farm investments, ‘Life Line’ was completed during

the year. On 12 July 2004, Foundation Day of NABARD,

Dr. M.S. Swaminathan, eminent scientist and Chairman,

National Commission on Farmers, addressed the staff

of the Bank.

I. Promotion of Hindi

5.37 NABARD continued its efforts to promote the use

of Hindi in its day-to-day working. The Official Language

Implementation Committee continuously reviewed the

progress vis-à-vis Government policy regarding

progressive use of Hindi and effective steps were taken

to implement the same.

5.38 For ty-e ight  s ta f f  members  were  impar ted

necessary training under the Hindi Teaching Scheme

of GoI. Stenographers continued to be deputed for

Hindi stenography training on an ongoing basis and

1,074 staff members were imparted training to work

on computers in Hindi. A week’s training programme

for 16 translators involved in translation work was

organised at NBTC, Lucknow with a view to familiarise

them with new terminologies and banking concepts. A

workshop for 20 senior officers and Annual Business

Meet of Hindi off icers were organised at NBSC,

Lucknow. Inspections of seven ROs and one TE were

undertaken to assess their compliance to the official

language policy of GoI.

5.39 For all-round performance in progressive use of

Hindi in ROs, Rashtriya Bank Rajbhasha Shield 2003-

04 was awarded to Rajasthan (Region ‘A’), Maharashtra

(Region ‘B’) and Andhra Pradesh (Region ‘C’) ROs.

Merit certificates for second and third positions were

awarded to Madhya Pradesh and Uttar Pradesh (Region

‘A’), Gujarat (Region ‘B’) and Karnataka (Region ‘C’)

ROs. Maharashtra, Karnataka and Jammu & Kashmir

ROs were awarded Rajbhasha Shields by the Department

of Official Language, Ministry of Home Affairs, GoI for

excellent work in Hindi.

5.40 The Bank’s in-house journal ‘Rashtriya Bank

Srujana’ bagged three prizes during the year awarded by

various organizations, like RBI and ABCI.

5.41 The scheme for writing original books in Hindi

on issues related to ‘Agriculture and Rural Development’

continued during the year for existing and retired staff

of the Bank. Competitions were also organised for

the staff and their family members to encourage the

use of Hindi.

J. Visit of Parliamentary Committees

5.41 Five Parliamentary Committees held discussions

with NABARD on various aspects concerning rural credit

and development.  These were:  ( i ) Rajya Sabha

Committee on Government Assurances, (ii) Standing

Committee on Food and Consumer Affairs and Public

Dis t r ibut ion,  ( i i i ) Study Group of  the Est imates

Committee (Lok Sabha), (iv) Standing Committee on

Rural Development and (v) Standing Committee on

Urban and Rural Development.
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 Sharp & Tannan
 Chartered Accountants

AUDITORS’ REPORT

We have audited the attached Balance Sheet of the National Bank for Agriculture and Rural Development (the 'Bank') as at March 31,
2005 and also the Profit and Loss Account and Cash Flow Statement for the year ended on that date annexed thereto in which are
incorporated the returns of 19 Regional Offices and 2 Training Centres audited by us. These offices have been selected by us in
consultation with the Bank in terms of notification no. 1/4/2003-BOA dated 27th January 2004 issued by Ministry of Finance,
Department of Economic Affairs (Banking Division). Also incorporated in the Balance Sheet and Profit and Loss Account are the
returns from 9 Regional Offices, 1 Sub-Office and 1 Training Centre which have not been subjected to audit. These unaudited offices
account for 9.44 per cent of advances and 10.40 per cent of interest income. These financial statements are the responsibility of the
Bank's management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in India. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Subject to the limitations mentioned in paragraph 1 above we report that:

a.     We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for the
purposes of our audit and have found them to be satisfactory;

b.    In our opinion, the transactions of the Bank which have come to our notice have been within the powers of the Bank;

c.     The returns received from the Regional Offices and Training Centres of the Bank have been found adequate for the purposes of
our audit.

d.    The Balance Sheet and Profit and Loss Account have been drawn up in accordance with Schedule 'A' and Schedule 'B' of Chapter
IV of the National Bank for Agriculture and Rural Development. (Additional) General Regulations, 1984;

e.     In our opinion and to the best of our information and according to the explanations given to us and as shown by the books of the Bank:

i. the Balance Sheet read with the Significant Accounting Policies and notes thereon is a full and fair Balance Sheet containing
all the necessary particulars and is properly drawn up in conformity with the generally accepted accounting principles in
India so as to exhibit a true and fair view of the state of affairs of the Bank as at 31st March 2005; and

ii. the Profit and Loss Account read with the Significant Accounting Policies and notes thereon shows a true balance of the profit
for the year ended 31st March 2005; and

iii. the Cash Flow Statement gives a true and fair view of the cash flows for the year ended on that date.

Place: New Delhi
Dated: 14 June 2005    Sharp & Tannan

     Chartered Accountants
by the hand of

 Milind P. Phadke
 Partner

  Membership No.33013

Ravindra Annexe, 194, Churchgate Reclamation, Dinshaw Vachha Road, Mumbai - 400 020, India,
Tel.: (22) 2204 7722/23, 5633 8343-47, Fax (22) 5633 8352, E-mail: Sharp@bom3.vsnl.net.in

Anant S. Dhonde Farook M. Kobla Shreedhar T. Kunte Milind P. Phadke L. Vaidyananthan

Ramnath D. Kare Ashwin B. Chopra Edwin Augustine Raghunath P. Acharya Thirtharaj A. Khot

Also at Pune. Associate Offices : Bangalore, Secunderabad, Chennai & New Delhi
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NATIONAL BANK FOR AGRICULTURE AND RURAL DEVELOPMENT

BALANCE SHEET AS ON 31 MARCH 2005
(Rupees)

Sr.No. FUNDS AND LIABILITIES SCHEDULE AS ON 31.03.2005 AS ON 31.3.2004

1. Capital 2000,00,00,000 2000,00,00,000

(Under Section 4 of the NABARD Act, 1981)

2. Reserve Fund and  other Reserves 1 6198,94,00,834 5290,89,85,487

3. National Rural Credit (Long Term Operations) Fund 2 13152,00,00,000 13070,00,00,000

4. National Rural Credit  (Stabilisation) Fund 2 1511,00,00,000 1500,00,00,000

5. Funds out of grants received from International Agencies 3 191,00,38,418 184,59,22,256

6. Gifts, Grants, Donations and Benefactions 4 104,58,38,888 103,54,80,564

7. Other Funds 5 648,61,23,731 510,56,67,247

8. Deposits 6 9224,92,01,649 12151,00,42,530

9. Bonds and Debentures 7 17203,92,01,000 11883,32,21,000

10. Borrowings 8 8928,39,32,918 7553,66,11,462

11. Current Liabilities and Provisions 9 1615,69,84,351 1641,01,22,536

Total 60779,07,21,789 55888,60,53,082

Forward Foreign Exchange Contracts (Hedging) as per contra 334,64,42,621 335,37,18,410

Commitment and  Contingent Liabilities 17

Significant Accounting Policies and  Notes
forming part of the Accounts 18

Sr.No. PROPERTY AND ASSETS SCHEDULE AS ON 31.03.2005 AS ON 31.3.2004

1. Cash and Bank Balances 10 5477,61,55,980 2899,86,40,761

2. Investments 11 5137,86,30,601 2411,87,47,561

3. Advances 12 48354,74,90,510 48790,26,44,248

4. Fixed Assets 13 234,95,74,844 244,81,50,358

5. Other Assets 14 1573,88,69,854 1541,78,70,154

Total 60779,07,21,789 55888,60,53,082

Forward Foreign Exchange Contracts (Hedging) as per contra 334,64,42,621 335,37,18,410

Commitment and Contingent Liabilities 17

Significant Accounting Policies and  Notes
forming part of the Accounts 18

As per our report attached
Sharp & Tannan
Chartered Accountants
by the hand of

P. Satish Milind P. Phadke
Chief General Manager Partner
Finance & Accounts Department Membership No. 33013
New Delhi, 14 June 2005 New Delhi, 14 June 2005

Ranjana Kumar Y. S. P.  Thorat Radha Singh Dr. P. Raghavan
Chairperson Managing Director Director Director
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NATIONAL BANK FOR AGRICULTURE AND RURAL DEVELOPMENT

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2005
(Rupees)

Sr.No. INCOME SCHEDULE During 2004-05 During 2003-04

1. Interest received on Loans and Advances 3484,23,02,729 3937,97,40,230
2. Income from Investment Operations 432,08,77,974 309,39,91,020
3. Discount and Commission 1,28,42,466 0
4. Other Receipts 21,14,17,445 19,90,35,313

(Refer Note B - 13 Schedule 18)
Total ‘A’ 3938,74,40,614 4267,27,66,563

Sr.No. EXPENDITURE SCHEDULE During 2004-05 During 2003-04
1. Interest and Financial Charges 15 2113,59,30,085 2369,59,90,720
2. Establishment and Other Expenses 16 362,85,04,649 354,81,32,615
3. Depreciation 26,14,95,776 30,15,16,049

(Refer Notes B - 10 & B - 13  Schedule 18)
Provision for

4. a) Standard Assets 0 51,36,42,739
b) Non Performing Assets 28,71,886 27,02,835
c) Depreciation in Investments in Subsidiaries 35,36,000 65,00,000
d) Depreciation in Investments G.sec 102,89,14,721 0
Total `B’ 2606,12,53,117 2806,84,84,958

5. Profit before Income Tax (A - B) 1332,61,87,497 1460,42,81,605
6. a) Provision for Income Tax 357,00,00,000 375,00,00,000

b) Deferred Tax Charge / (Credit)  (57,80,00,000) ( 36,40,00,000)
7. Profit after Income Tax 1033,41,87,497 1121,82,81,605

PROFIT AND LOSS APPROPRIATION ACCOUNT
(Rupees)

Sr.No. APPROPRIATIONS/WITHDRAWALS AS ON 31.03.2005 AS ON 31.3.2004

1. Profit for the year brought down 1033,41,87,497 1121,82,81,605
Add: Withdrawals from funds against expenditure debited

to Profit & Loss A/c
i. Co-operative Development Fund (Refer Schedule 1) 5,49,92,870 4,75,95,441
ii. Research and Development Fund (Refer Schedule 1) 5,78,43,807 6,70,45,830
iii. Watershed Development Fund (Refer Schedule 5) 2,77,14,858 2,55,04,226
iv. Micro Finance Development Fund (Refer Schedule 5) 2,85,12,992 3,13,15,379
v. Investment Fluctuation Reserve (Refer Schedule 1) 65,24,09,102 0

2. Profit available for Appropriation 1115,56,61,126 1138,97,42,481
Less: Transferred to:
i. Special Reserves u/s 36(i) (viii) of I T Act, 1961 575,00,00,000 600,00,00,000
ii. NRC (LTO) Fund 81,00,00,000 124,00,00,000
iii. NRC (Stabilisation) Fund 10,00,00,000 25,00,00,000
iv. Co-operative Development Fund 5,49,92,870 4,75,95,442
v. Research and Development Fund 5,78,43,807 6,70,45,830
vi. Micro Finance Development and Equity Fund 40,00,00,000 7,05,11,537
vii. Foreign Currency Risk Fund 13,62,29,603 13,62,29,603
viii. Tribal Development Fund 0 50,00,00,000
ix. Investment Fluctuation Reserve 189,46,39,102 9,87,71,000
x. Farm Innovation and Promotion Fund 5,00,00,000 0
xi. Reserve Fund 190,19,55,744 297,95,89,069
Total 1115,56,61,126 1138,97,42,481

Refer Schedule 18 for Significant Accounting Policies and Notes forming part of the Accounts.
As per our report attached
Sharp & Tannan, Chartered Accountants
by the hand of

P. Satish Milind P. Phadke
Chief General Manager Partner
Finance & Accounts Department Membership No. 33013
New Delhi, 14 June 2005 New Delhi, 14 June 2005

Ranjana Kumar Y.S.P.  Thorat Radha Singh Dr. P. Raghavan
Chairperson Managing Director Director Director
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SCHEDULES TO BALANCE SHEET

Schedule 1 - Reserve Fund and Other Reserves
             (Rupees)

Sr. Particulars Opening Additions/ Transferred Transferred Balance as on
No. Balance adjustments From P&L to P&L 31.03.2005

as on 01.04.2004 during the year Appropriation Appropriation

1. Reserve Fund 3166,35,17,152 0 190,19,55,744 0 3356,54,72,896

2. Research and Development Fund 50,00,00,000 0 5,78,43,807 5,78,43,807 50,00,00,000

3. Capital Reserve 74,80,53,208 0 0 0 74,80,53,208

4. Investment Fluctuation Reserve 113,55,00,000 0 189,46,39,102 65,24,09,102 237,77,30,000

5. Co-operative Development Fund 75,00,00,000 0 5,49,92,870 5,49,92,870 75,00,00,000

6. Soft Loan Assistance Fund
for Margin Money 10,00,00,000 0 0 0 10,00,00,000

7. Agriculture & Rural Enterprise
Incubation Fund 5,00,00,000 0 0 0 5,00,00,000

8. Foreign Currency Risk Fund 106,19,15,127 0 13,62,29,603 0 119,81,44,730

9. Special Reserves Created &
Maintained u/s 36(i) (viii) of
Income Tax Act 1961 1640,00,00,000 0 575,00,00,000 0 2215,00,00,000

10. Farm Innovation & Promotion Fund 0 0 5,00,00,000 0 5,00,00,000

11. Tribal Development Fund 50,00,00,000 0 0 0 50,00,00,000

Total 5290,89,85,487 0 984,56,61,126 76,52,45,779 6198,94,00,834

Previous year 4319,43,95,813 2 982,92,30,944 11,46,41,272 5290,89,85,487

Schedule 3 - Funds out of Grants received from International Agencies
    (Rupees)

Sr. Particulars Opening Grants received Interest Exp./Disb./adjust. Balance
No. Balance as on during the credited  to  during the as on

01.04.2004 year    the fund year 31.03.2005

1. National Bank - Swiss Development Coop. Project 34,09,48,974 8,36,17,400 0 0 42,45,66,374

2. Rural Promotion Corpus Fund 61,80,70,668 0 0 0 61,80,70,668

3. Interest on RPCF (Refer Note B-2 Schedule 18) 16,99,32,797 0 3,70,84,240 9,99,65,422 10,70,51,615

4. Credit and Financial Services Fund
(Refer Note B-2 Schedule 18) 68,51,54,702 0 4,08,60,226 41,50,940 72,18,63,988

5. KfW Fund for Watershed Development
(Refer Note B-2 Schedule 18) 2,39,20,273 5,19,87,705 12,48,671 4,20,91,106 3,50,65,543

6. KfW - NABARD V Fund for Adivasi Programme* 77,58,785 4,03,94,363 0 4,47,94,995 33,58,153

7. CEC-BAIF Project Fund
(Refer Note B-2 Schedule 18) 136,057 6,45,03,467 4,147 6,45,81,594 62,077

Total 184,59,22,256 24,05,02,935 7,91,97,284 25,55,84,057 191,00,38,418

Previous year 189,44,58,346 21,71,68,187 7,71,71,187 34,28,75,464 184,59,22,256

* Grant received is net of  Rs.40,45,622/-  transferred to Adivasi Special Programme - Gujarat.

Schedule 2 - National Rural Credit Funds
(Rupees)

Sr. Particulars Opening  Balance Contribution by Transferred from Balance as on
No. as on  01.04.2004 RBI P&L 31.03.2005

Appropriation

1. NRC (Long Term Operations) Fund 13070,00,00,000 1,00,00,000 81,00,00,000 13152,00,00,000

2. NRC (Stabilisation) Fund 1500,00,00,000 1,00,00,000 10,00,00,000 1511,00,00,000

Total 14570,00,00,000 2,00,00,000 91,00,00,000 14663,00,00,000

Previous year 14419,00,00,000 2,00,00,000 149,00,00,000 14570,00,00,000
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 Schedule 4 - Gifts, Grants, Donations and Benefactions

 (Rupees)

Sr. Particulars Opening Grant received Interest Adjusted Closing
No.  Balance  as on during Credited to against the Balance  as on

01.04.2004 the year the fund expenditure 31.03.2005

A.

1. GTZ Banking Linkage Project 40,96,521 11,90,658 0 52,87,179 0

2. Capital Investment Subsidy for

Cold Storage Projects 21,42,62,210 52,00,00,000 0 55,31,75,450 18,10,86,760

3. KfW - NABARD - IX Adivasi Development
Programme (Refer Note B-2 Schedule 18) 2,42,60,794 4,15,59,541 7,74,927 5,32,87,500 1,33,07,762

4. NABARD - SDC: HID Partnership in
Rural Finance Project 1,04,78,226 3,46,16,336 0 4,50,94,562 0

5. Credit Linked Cap. Subsidy for
Tech. Upgradation of SSIs 3,00,00,000 0 0 11,69,120 2,88,30,880

6. Capital Investment Subsidy for
Rural Godown 1,83,22,251 93,00,00,000 0 68,79,95,800 26,03,26,451

7. Onfarm Water Management for
Crop Production 14,57,45,660 0 0 14,03,58,150 53,87,510

8. Million Shallow Tubewell Programme 47,21,91,085 100,00,00,000 0 108,67,73,781 38,54,17,304

9. NABARD V Adivasi special Dev. Prog. Gujarat*
(Refer Note B-2 Schedule 18) 10,29,378 40,45,622 39,765 50,75,000 39,765

10. Cattle Development Programme - U.P.
(Refer Note B-2 Schedule 18) 5,44,40,000 0 17,70,660 3,00,30,000 2,61,80,660

11. Cattle Development Programme - Bihar
(Refer Note B-2 Schedule 18) 5,44,40,000 0 17,70,660 3,00,30,000 2,61,80,660

12. National Project on Organic Farming 0 1,50,00,000 0 0 1,50,00,000

13. Integrated Watershed Dev. Prog. RSVY 0 10,00,00,000 0 0 10,00,00,000

14. IGWDP - Andhra Pradesh
(Refer Note B-2 Schedule 18) 31,84,061 32,88,961 1,03,821 49,83,302 15,93,541

Sub - Total 103,24,50,186 264,97,01,118 44,59,833 264,32,59,844 104,33,51,293

B. NABARD Grant for Fixed Asset under
SDC-HID Project 30,30,378 18,83,663 0 24,26,446 24,87,595

Total (A + B) 103,54,80,564 265,15,84,781 44,59,833 264,56,86,290 104,58,38,888

Previous year 127,24,27,948 272,86,58,556 23,64,210 296,79,70,150 103,54,80,564

As on 31.03.2005 As on 31.03.2004

C. Grants to RRBs/SCBs/SLDBs under ARDR Scheme, 1990 2695,92,36,175 2695,94,72,596

Less : Grants Released to  RRBs/SCBs/SLDBs under ARDR Scheme, 1990 2695,92,36,175 2695,94,72,596

0 0

* Grant received  of  Rs.40,45,622/- represents amount  transferred from NABARD V-Adivasi Programme - Gujarat.
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Schedule 5 - Other Funds

(Rupees)

Sr. Particulars Opening Additions/ Transfered Interest Expenditure/ Transfered Balance as on
No. Balance  as on Adjustments  from P & L Credited Disb.during  to P&L 31.03.2005

01.04.2004 during  the year Appropriation the year Appropriation

1. Watershed
Development Fund 343,09,83,816 71,33,15,161 0 20,25,33,246 2,77,14,858 2,77,14,858 429,14,02,507

2. Micro Finance
Development and
Equity  Fund (MFDEF) 100,00,00,000 0 40,00,00,000 4,82,07,688 3,54,15,404 2,85,12,992 138,42,79,292

3. Interest Differential
Fund - (Forex Risk) 60,68,53,612 12,69,85,938 0 0 0 0 73,38,39,550

4. Interest Differential
Fund - (Tawa)
(Refer Note B-1
Schedule 18) 5,20,95,521 42,19,415 0 0 10,00,000 0 5,53,14,936

5. Medical Assistance
Fund 41,54,966 48,45,074 0 2,47,292 89,50,362 0 2,96,970

6. Adivasi Development
Fund 1,15,79,332 94,11,144 0 0 0 0 2,09,90,476

Total 510,56,67,247 85,87,76,732 40,00,00,000 25,09,88,226 7,30,80,624 5,62,27,850 648,61,23,731

Previous year 414,18,20,565 89,05,52,278 7,05,11,537 15,63,68,770 9,67,66,299 5,68,19,604 510,56,67,247

Schedule 6 - Deposits
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. Central Government 58,17,000 2,13,17,000

2. State Governments 1,55,65,900 1,55,65,900

3. Tea & Rubber Deposits 53,54,37,749 58,73,59,630

4. Commercial Banks (Deposits under RIDF) 9169,23,81,000 12088,58,00,000

Total 9224,92,01,649 12151,00,42,530

Schedule 7 - Bonds and  Debentures
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. SLR Bonds 792,30,11,000 882,30,11,000

2. Tax Free Bonds 1050,00,00,000 1150,00,00,000

3. Priority Sector Taxable Bonds 5435,60,00,000 3696,80,00,000

4. Non Priority Sector Bonds 3925,00,00,000 1803,50,00,000

5. Capital Gains Bonds 6001,01,90,000 4350,72,10,000

Total 17203,92,01,000 11883,32,21,000

Schedule 8 - Borrowings
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. From Central Government 404,12,91,003 563,05,52,547

2. From RBI under General Line of Credit 3927,25,37,000 4193,59,54,000

3. From Others :
(a) In India

From Commercial Banks 4300,00,00,000 2500,00,00,000

(b) Outside India
From International Agencies 297,01,04,915 297,01,04,915

Total 8928,39,32,918 7553,66,11,462
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Schedule 9 - Current Liabilities and Provisions

(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. Interest Accrued but not due on

a) Loans from Central Government 20,24,96,006 20,97,37,761

b) Bonds 468,69,42,786 428,01,49,564

c) Tea Deposits 2,34,51,725 4,18,63,220

d) Deposits from Central and State Governments (SLA) 3,69,071 6,43,682

e) Borrowings from International Agencies 49,43,545 58,54,132

f) Deposits under RIDF 136,80,37,243 290,13,60,554

g) Commercial Bank Borrowings 66,97,540 36,28,767

Sub - Total 629,29,37,916 744,32,37,680

2. Sundry Creditors (Refer Note B - 6 Schedule 18) 221,05,56,099 127,08,41,835

3. Provision for Gratuity 147,45,40,000 120,10,37,000

4. Provision for Pension (Refer Note B - 4 Schedule 18) 248,12,15,399 178,98,28,821

5. Provision for Encashment of Ordinary Leave 48,38,79,000 45,13,66,000

6. Unclaimed Interest on Bonds with RBI 1,22,676 14,95,839

7. Unclaimed Interest on Bonds - Others 1,63,31,540 3,76,72,210

8. Bonds matured but not claimed 15,84,51,000 185,87,76,000
(Refer Note B-5 Schedule 18)

9. Provisions and Contingencies

(a) For Standard Assets 200,00,00,000 200,00,00,000

(b) For Depreciation in value of Investments 103,89,50,721 65,00,000

10. Provision for Income Tax (Net of Taxes paid) 0 34,93,67,151

Total 1615,69,84,351 1641,01,22,536

Schedule 10 - Cash and Bank Balances
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. Cash on hand 35,940 54,845

2. Balance with Reserve Bank of India 42,44,76,370 602,35,64,053

3. Balances with other Banks in India

a) On Current Account 174,71,29,304 317,23,52,026

b) Deposit with Banks 5225,00,00,000 1720,00,00,000

4. Remittances in Transit 35,45,14,366 260,26,69,837

Total 5477,61,55,980 2899,86,40,761
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Schedule 11 - Investments
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. Government Securities

Securities of Central Government * 4755,46,12,905 2270,86,60,565

Face Value Rs. 41,53,21,30,000
(Previous year - Rs. 20,47,32,60,000)
Market Value Rs. 46,52,56,98,184
(Previous year - Rs. 25,97,67,02,734)

2. Other approved Securities 0 0

3. Shares

(a) ADFC - Equity 15,60,00,000 15,60,00,000
Face Value Rs.15,60,00,000
(Previous year - Rs. 15,60,00,000)

(b) AFC - Equity 1,00,00,000 1,00,00,000
Face Value Rs. 1,00,00,000
(Previous year - Rs. 1,00,00,000)

(c) SIDBI-Equity 48,00,00,000 30,00,00,000
            Face Value          Rs. 16,00,00,000
            (Previous year - Rs. 10,00,00,000)

(d) AICI  LTD. 60,00,00,000 60,00,00,000
Face Value Rs. 60,00,00,000
(Previous year - Rs. 60,00,00,000)

(e) Nabcons Pvt. Ltd. 5,00,00,000 5,00,00,000
            Face Value Rs. 5,00,00,000
            (Previous year - Rs. 5,00,00,000)

(f) NCDEX Ltd. 4,50,00,000 4,38,90,000
            Face Value Rs. 4,50,00,000

(Previous year - Rs. 4,38,90,000)

4. Others

(a) Mutual Funds 246,30,17,696 25,01,96,996
Face Value Rs. 245,00,00,000
(Previous year - Rs. 23,74,03,330)

(b) BVF-APIDC-V Investment 2,00,00,000 0

Total 5137,86,30,601 2411,87,47,561

* Balance as on 31-03-2005 includes securities for Rs.10,00,00,000 (Book Value Rs.13,02,52,050) pledged with CCIL

Schedule 12 - Advances
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. Refinance Loans:

(a) Production & Marketing Credit 8185,02,80,135 5597,96,03,835

(b) NABARD Line of Credit 122,00,00,000 0

(c) Conversion Loans for Production Credit 364,72,28,201 633,42,87,054

(d) Medium Term Investment Credit- Non-Project Loans 2,59,07,800 5,21,63,760

(e) Liquidity Support 808,10,61,000 0

(f) Other Investment Credit :
i) Medium Term and Long Term Project Loans (Refer Note B - 9 Schedule 18) 27937,82,64,790 28075,69,04,921
ii) Long Term Non-Project Loans 405,99,64,466 459,65,31,994
iii) Interim Finance 46,65,200 3,46,98,400

2. Direct Loans:
i) Loans under Rural Infrastructure Development Fund 10513,14,27,950 14003,59,38,359
ii) Other Loans 11,05,38,970 10,61,62,181
iii) Co-Finance Loans 3,81,51,998 63,53,744

Total 48354,74,90,510 48790,26,44,248
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Schedule 13 - Fixed Assets
(Rupees)

Sr. Particulars Balance as on Balance as
No. 31.03.2005  31.03.2004

1. LAND : Freehold & Leasehold
(Refer Note B- 8 Schedule 18)

As per Last Account 117,69,33,140 117,98,98,101
Additions/adjustments during the year  (-) 5,41,458  (-) 29,64,961

Closing Balance (at cost) 117,63,91,682 117,69,33,140

Less Amortization of Lease Premia 22,55,83,782 19,72,81,744

Book Value 95,08,07,900 97,96,51,396

2. PREMISES :

(Refer Note B- 8 Schedule 18)

As per Last Account 215,47,55,385 192,76,13,953

Additions/adjustments during the year 1,03,23,596 22,71,41,432

Closing Balance (at cost) 216,50,78,981 215,47,55,385

Less: Depreciation to date 96,09,33,989 86,90,94,489

Book Value 120,41,44,992 128,56,60,896

3. FURNITURE & FIXTURES

As per Last Account 50,35,89,969 47,79,92,423

Additions/adjustments during the year 6,73,94,029 3,06,75,659

Sub-toal 57,09,83,998 50,86,68,082
Less: Cost of assets sold/written off 5,00,91,361 50,78,113

Closing Balance (at cost) 52,08,92,637 50,35,89,969

Less: Depreciation to date 42,76,71,533 41,58,40,234

Book Value 9,32,21,104 8,77,49,735

4. COMPUTER INSTALLATIONS &

OFFICE EQUIPMENTS

As per Last Account 53,19,43,041 50,05,38,046

Additions/adjustments during the year 8,67,38,592 5,45,70,956

Sub-total 61,86,81,633 55,51,09,002

Less: Cost of assets sold/written off 3,90,14,289 2,31,65,961

Closing Balance (at cost) 57,96,67,344 53,19,43,041

Less: Depreciation to date 48,45,07,043 44,43,61,151

Book Value 9,51,60,301 8,75,81,890

5. VEHICLES

As per Last Account 2,62,31,679 2,34,60,085

Additions/adjustments during the year 18,87,818 62,58,474

Sub-total 2,81,19,497 2,97,18,559

Less: Cost of assets sold/written off 25,27,761 34,86,880

Closing Balance (at cost) 2,55,91,736 2,62,31,679

Less: Depreciation to date 1,93,51,189 1,87,25,238

Book Value 62,40,547 75,06,441

Total 234,95,74,844 244,81,50,358
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Schedule 14 - Other Assets
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005 31.03.2004

1. Accrued Interest 1057,63,72,830 1141,35,01,335

2. Deposits with Landlords 1,18,44,660 1,03,16,776

3. Deposits with Government Departments and Other Institutions 2,16,30,022 2,02,28,909

4. Housing loan and other loans  to staff 134,28,14,597 135,76,07,276

5. Advances to Landlords 15,06,141 15,63,374

6. Advance for Construction/Purchase of Staff Quarters & Office Premises 21,24,60,255 15,86,08,497

7. Sundry Advances 27,92,13,313 25,48,45,489

8. Advance Tax (Net of Provision for Income Tax) 116,35,58,427 0

9. Deferred Tax Assets (Refer Note B-7  Schedule 18) 211,20,00,000 153,40,00,000

10. Cheques in Transit 0 64,97,36,338

11. Expenditure recoverable from Government of India/International Agencies 1,74,69,609 1,74,62,160

Total 1573,88,69,854 1541,78,70,154

Schedule 15 - Interest and Financial Charges
(Rupees)

Sr. Particulars Balance as on Balance as on
No. 31.03.2005  31.03.2004

1. Interest Paid on

(i) Loans from Central Government 39,26,42,825 41,43,69,894

(ii) Borrowings from Reserve Bank of India 139,54,55,630 148,30,61,664

(iii) Bonds 873,09,55,120 802,84,71,234

(iv) Special Loan Deposits from Central and State Governments 25,18,247 33,75,945

(v) Tea Deposits 2,90,42,435 4,35,41,792

(vi) Gratuity & Medical Fund 9,30,43,594 8,88,22,753

(vii) Borrowings from International Agencies 18,27,93,792 18,27,93,792

(viii) Deposits under RIDF 802,58,65,831 1278,91,78,324

(ix) Rural Promotion Corpus Fund 3,70,84,240 3,73,41,764

(x) Credit and Financial Services Fund 4,08,60,226 3,87,82,342

(xi) Cattle Development Programme (UP & Bihar) 35,41,320 0

(xii) KfW - NABARD - IX Adivasi Development Programme 7,74,927 5,03,662

(xiii) Watershed Development Fund 20,25,33,246 15,57,27,301

(xiv) Micro Finance Development and Equity  Fund 4,82,07,688 0

(xv) CEC-BAIF Project  Fund 4,147 69,112

(xvi) Indo-German Watershed Development Programme (Andhra Pradesh) 1,03,821 97,360

(xvii) NABARD - V Adivasi Special Development Prog. - Gujarat 39,765 10,29,378

(xviii) KfW Fund for Watershed Development 12,48,671 9,77,969

(xix) Corporate  Borrowings from Banks and FIs in India 186,44,97,254 36,71,89,042

2. Swap Charges 3,42,17,443 2,07,79,170

3. Discount, Brokerage, Commssion & issue exp. on Bonds and Securities 5,04,99,863 3,98,78,222

Total 2113,59,30,085 2369,59,90,720



119

119 CMYK

CMYK

Schedule 17 - Commitments and Contingent Liabilities
(Ruppes)

Sr. Particulars AS ON AS ON
No. 31.03.2005 31.03.2004

1. Commitments on account of capital contracts remaining to be executed  21,76,56,000 12,44,00,000

2. Contingent Liabilities

i) Disputed claims for additional payments towards construction of premises  60,01,19,000 65,48,45,000

ii) Income tax matters in appeal 23,52,00,000 0

Schedule 16 - Establishment and Other Expenses
(Rupees)

Sr. Particulars Balance as on Balance as
No. 31.03.2005  31.03.2004

1. Salaries and Allowances 155,87,94,371 148,70,86,060

2. Contribution to Staff Superannuation Funds 104,95,86,190 113,62,36,966

3. Travelling & Other allowances in connection with Directors’ &
Committee Member’s Meetings 6,01,515 20,29,021

4. Directors’ & Committee Member’s Fees 23,500 23,500

5. Rent, Rates, Insurance, Lighting, etc. 16,96,91,368 16,20,65,559

6. Travelling Expenses 16,45,47,570 14,68,47,326

7. Printing & Stationery 2,50,87,913 2,32,41,261

8. Postage, Telegrams & Telephones 4,59,31,002 3,98,50,063

9. Repairs 2,07,35,916 3,09,10,233

10. Auditors'  Fees 7,18,400 6,19,580

11. Legal Charges 13,98,038 30,72,165

12. Miscellaneous Expenses 29,84,49,601 24,45,95,427

13. Expenditure on Study & Training*
(Including  Rs.2,86,03,782/- (Rs.2,59,14,559/-)  pertaining to
establishment expenses of Regional Training Colleges) 17,66,41,194 16,61,52,300

14. Expenditure on promotional activities under

(i) Cooperative Development Fund 5,49,92,870 4,75,95,442

(ii) Micro Finance Development  and  Equity Fund 2,85,12,992 3,13,15,379

(iii) Watershed Development Fund 2,77,14,858 2,55,04,226

15. Wealth Tax  (Refer Note B - 13 Schedule 18) 50,77,351 9,88,107

Total 362,85,04,649 354,81,32,615

*Net after adjustment of Rs.4,50,94,561.97  (Rs.4,86,01,924) being the grant received under SDC-HID Project
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1.      General

The accounts are prepared on the historical cost

convention in accordance with generally accepted

accounting principles.

A. Significant Accounting Policies

2. Income and expenditure

2.1. Income and expenditure are accounted on

accrual basis except the following, which are accounted

on cash basis:

(i) Interest on non-performing assets identified as per

RBI guidelines and interest in the case of

Government guaranteed advances that are in

arrears for more than 180 days.

(ii) Income by way of penal interest charged due to

delayed receipt of loan dues or non-compliance

with terms of loan.

(iii) Service charges on loans given out of Rural

Promotion Corpus Fund (RPCF), Credit and

Financial Services Fund (CFSF), Agriculture and

Rural Enterprises Incubation Fund (AREIF) and

KfW-NABARD V Fund for Adivasi Programme.

(iv) Expenses not exceeding Rs.10,000/- at each

accounting unit under a single head of expenditure.

2.2 Issue expenses relating to floatation of bonds are

recognised as expenditure in the year of issue of Bonds.

3. Fixed Assets and Depreciation

3. 1. Fixed assets are stated at cost.

3.2. Land includes free hold and leasehold land.

3.3. Premises include value of land where segregated

values are not readily available.

3.4 Depreciation on premises situated on free hold

land is charged on written down value basis.

3.5 Depreciation is charged at the prescribed rates, for

the full year irrespective of the date of purchase of the asset.

3.6 Depreciation on computers, motor vehicles, office
equipments, furniture and fixtures, electrical fittings, etc.,
is charged on straight-line basis.

Intangible Assets and Amortisation

3.7 Amortisation of lease premium paid on leasehold
land and depreciation on premises situated on leasehold
land is computed and charged at higher of 5 per cent on
written down value basis or the amount derived by
amortising the premium / cost over the remaining lease
period of the land on straight line basis.

3.8 Amount expended on purchase of software is
treated as revenue expenditure.

4. Investments

4.1 In terms of RBI guidelines the investment
portfolio is categorized as ‘Held to Maturity’, ‘Available
for sale’ and ‘Held for Trading’. The investments under
each category are classified as i) Government securities
ii) other approved securities iii) shares and iv) others.

4.2 ‘Held to Maturity’ securities are carried at
acquisition cost or at amortised cost if acquired at a
premium over the face value. Provision is made for
diminution other than temporary.

4.3 The investments under 'Available for Sale' and
'Held for Trading' are marked to market at prescribed
intervals.  While only net depreciation, if any, is provided
for investments in each category classified as ‘Available
for Sale’, depreciation or appreciation is recognised in each
category for investments classified as ‘Held for Trading’.

4.4 Investments are carried at cost and provision for
depreciation/ diminution, if any, in value of investments is
included under Current Liabilities and Provisions.

4.5 The provision for diminution, other than
temporary, in the value of investments in subsidiaries under
the category Held to Maturity is made wherever necessary.

4.6 Brokerage, commission, etc., paid at the time of
acquisition, are treated as revenue items.

4.7 Broken period interest on debt instruments is
treated as a revenue item.

Schedule 18
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5. Advances and Provisions Thereon

5.1 Advances are classified as per RBI guidelines.

Provision for non-performing advances is made in respect

of identified advances based on a periodic review and in

conformity with the provisioning norms prescribed by RBI.

5.2 Government Guaranted Advances and Advances

to State Governments are treated as Standard Assets.

6. Foreign Currency Transactions

6.1 Foreign currency assets and liabilities are restated

on the Balance Sheet date at the exchange rates notified

by Foreign Exchange Dealers Association of India (FEDAI).

The resultant profit or loss is included in the Profit and

Loss Account.

6.2 Foreign currency borrowings, which are covered

by hedging agreements, are stated at the contract price.

6.3 Profit/loss on cancellation of or renewal of

currency SWAP agreement is accounted for on the final

settlement of agreement.

7. Retirement Benefits

7.1 The Bank has a Provident Fund Scheme

managed by RBI.  Contributions to the Fund are made

on actual basis.

7.2 Provision for gratuity is made based on actuarial

valuation, including for employees transferred from RBI.

The amount of gratuity received from RBI is accounted on

cash basis.

7.3 Bank's contribution to Pension Scheme is made

based on actuarial valuation.

7.4 The amounts representing employer's contribution

to Provident Fund relating to the pension optees (which is

now part of Pension Fund) are maintained with RBI.

7.5 Provision for Encashment of Ordinary Leave is

made on the basis of actuarial valuation.

8. Taxes on Income

8.1 Tax on income for the cur rent period is

determined on the basis of taxable income and tax credits

computed in accordance with the provisions of Income

Tax Act 1961 and based on expected outcome of

assessments / appeals.

8.2 Deferred tax is recognised on timing differences

between the accounting income and the taxable

income for the year, and quantified using the tax rates

and laws enacted or substantial ly enacted as on

Balance Sheet date.

8.3 Deferred tax assets are recognised and carried

forward to the extent that there is a reasonable

certainty that sufficient future taxable income will be

available against which such deferred tax assets can

be realized.

9. Policy on Segment Reporting

9.1 Segment revenue includes interest and other

income directly identifiable with / allocable to the

segment.

9.2 Expenditure that are directly identifiable with /

allocable to segments are considered for determining the

segment result. The expenses which relate to the bank as

a whole and not allocable are included under Other

unallocable Expenditure.

9.3 Income which relate to the Bank as a whole

and not allocable are included under Other unallocable

bank income.

9.4 Segment assets and liabilities include those

directly identifiable with the respective segments.

Unallocable assets and liabilities include those that

relate to the Bank as a whole and not allocable to

any segment.

10. Impairment of Assets

10.1 As at each Balance Sheet date, the carrying amount

of assets is tested for impairment so as to determine:

a) the provision for impairment loss, if any required or

b) the reversal, if any, required for impairment loss

recognized in the previous periods.

10.2 Impairment loss is recognized when the carrying

amount of an asset exceeds recoverable amount.
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11. Provisions, Contingent Liabilities and
Contingent Assets

11.1 Provision is recognised for liabilities that can

be measured only by using substantial degree of

estimation if:

a) the Bank has a present obligation as a result of a past

event,

b) a probable outflow of resources is expected to settle

the obligation and

c) the amount of liability can be reliably estimated.

11.2 Reimbursement, expected in respect of

expenditure, which require a provision, is recognised only

when it is virtually certain that the reimbursement will be

received except the amounts due from RBI for gratuity

provision for staff transferred from RBI, which are

accounted on cash basis.

11.3 Contingent liability is disclosed in the case of

a) Present obligation arising from past event. When it is

not probable that an outflow of resources will be

required to settle the obligation.

b) A possible obligation, unless the probability of outflow

is remote.

11.4 Contingent assets are neither recognised nor

disclosed.

11.5 Provisions, contingent liabilities and contingent

assets are reviewed at each Balance Sheet date.

B. Notes forming part of the Accounts

1. In terms of TAWA Command Area Development

Project Agreement, interest chargeable by the GoI on

loans to the Bank at 6.5 per cent per annum has been

accounted to the extent of 4.5 per cent by credit to the

‘Interest Differential Fund’ to be utilised for certain

specified purposes and the balance of 2 per cent has

been paid to GoI.

2. Interest at 6 per cent per annum for the year on

unutil ised balances of CFSF, RPCF, KfW fund for

Watershed Development, Funds under CEC BAIF project,

KfW NABARD IGWDP – Andhra Pradesh, NABARD V

Adivasi Special Development Programme (Gujarat), KfW

NABARD IX Adivasi Development Programme, Cattle

Development Programme (Uttar Pradesh) and Cattle

Development Programme (Bihar) has been credited to

the respective funds based on individual agreements.

3. As per the Agricultural and Rural Debt Relief Scheme

1990, the Bank was acting as a channelising agent for

disbursing the funds received from RBI towards grants to

RRBs and loans/grants to SCBs and SLDBs.

4. The Bank has not received the confirmation of balance

of Pension Fund as on 31 March 2005 maintained with RBI.

Pending receipt of such confirmation provision for pension

is made after considering the balance of Pension Fund

maintained with RBI as per the books of the Bank.

5. The SLR Bonds issued by the Bank were serviced /

managed by RBI. From 1st October 2003, the servicing of

these bonds was taken over by the Bank. The outstanding

balance payable on account of 'bonds matured but not

claimed' and unclaimed interest has been shown net of

payments since made by the Bank from 1st Oct 2003

onwards.

6. Pending receipt of operational guidelines, Rs.100 crore

(Rs.100 crore), received from GoI under the scheme of

revitalization of co-operative credit structure have been

included under Sundry Creditors.

Provisions for Income Tax

7. Major components of Deferred Tax Assets / Liabilities

are as under:
 (Rs. crore)

Sr. Deferred Tax Assets on account of As on Increase/(Decrease) As on
No. 1 April  04 During the year 31 March 05

1. Provision for Retirement Benefits made in the books but
allowable for tax purposes on payment basis 123.46 25.90 149.36

2. Depreciation on Fixed Assets 29.94 (-) 3.60 26.34

3. Broken period interest on GoI securities in stock 0.00 35.50 35.50

Total 153.40 57.80 211.20
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8. 'Land' and 'Premises' include an aggregate amount of

Rs. 43.77 crore (Rs. 46.96 crore) paid towards Office

Premises and Staff Quarters at various locations in respect

of which conveyance /other Legal Documents have not

yet been executed in favour of the Bank because of certain

procedural delays being faced in connection therewith.

9. The Bank has subscribed to debentures issued by

various State Land Development Banks/Land Mortgage

Banks, which are included under Advances - Other

Investment Credit - Medium Term and Long Term Project

Loans. The value of Allotment Letters/ Debenture Scrips,

yet to be received, as on date, aggregates to Rs.183.04 crore

(Rs. 219.85 crore).

10. Depreciation charged in Profit & Loss Account is net

of SDC's share of depreciation amounting to Rs.0.24 crore

on assets purchased under SDC- HID project.

11. The Bank has identified that there is no material

impairment of assets and as such no provision is required

as per accounting standard (AS 28) issued by Institute of

Chartered Accountants of India.

12. Contingent liabilities as indicated in schedule 17 are

dependent upon the outcome of court / arbitration / out of

court settlement, the amount being called up in terms of

contractual obligation, development of demand raised by

concerned parties, disposal of appeals respectively. No

reimbursement by the Bank for any expenses is expected

in such cases.
 (Rs crore)

Particulars Amount

Balance as on 01 April 2004 65.48

Increase during the year 23.52

Decrease  during the year 5.47

Balance as on 31 March 2005 83.53

13. Prior period items included in the Profit & Loss account

are as follows:
(Rs. crore)

Sr. No. Particulars 2004-05 2003-04

1. Depreciation 0.04 1.87

2. Other Receipts 0.00 1.43

3. Other Expenses 0.03 0.00

4. Wealth tax 0.18 0.00

14. Capital adequacy ratio of the Bank as on 31 March

2005 is 38.78 per cent as against a minimum of 9 per cent

as stipulated by RBI.

15. Previous year's figures have been regrouped/ recast

wherever necessary.

16. The figures in brackets pertain to previous year.

17. The following additional information is disclosed in

terms of RBI circular (Ref.No.DBS.FID.C-18/01.02.00/

2000-01 dated March 23, 2001 and ref. No.DBS.FID

No.C-14 /01.02.00/2001-02 dated February 08, 2002

I. Capital

(a) Capital to Risk-weighted Assets Ratio
(CRAR)

(Per cent)

Particulars 31 March 2005 31 March 2004

CRAR 38.78 39.41

Core CRAR 36.77 37.77

Supplementary CRAR 2.01 1.64

(b) Subordinated Debt
 (Rs. crore)

Particulars 31 March 2005 31 March 2004

Amount of subordinated debt
raised and outstanding Nil Nil

(c) Risk weighted Assets
(Rs.crore)

Particulars 31 March, 2005 31 March,  2004

On – Balance Sheet Items 21,687.67 19,087.02

Off – Balance Sheet Items 83.53 65.48

(d) Pattern of Capital contribution as on
the date of the Balance Sheet

(Rs. crore)

Contributor 31 March,  2005 31 March, 2004

Reserve Bank of India 1,450 1,450

Government of India 550 550

Total 2,000 2,000
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II. Asset quality and Credit
concentration (Excluding Staff Advances)

(a)   Net NPA position:

Particulars 31 March, 2005 31 March, 2004

Percentage of  Net NPAs
to Net Loans & Advances 0.000004 0.001428

(b) Asset Classification
(Excluding Staff Advances)

(Rs crore)

Type of 2004-05 2003-04
Asset Amount (%) Amount (%)

Standard 48,354.042 99.998538 48,789.460 99.998360

Sub-standard 0.002 0.000004 0.780 0.001600

Doubtful 0.705 0.001458 0.020 0.000040

Loss Nil – Nil –

Total 48,354.749 100 48,790.260 100

(c) Provisions made during the Year
(Rs. crore)

Provisions against 2004-05 2003-04

Standard Asset 0.00 51.36

Non-Performing Advances 0.26 0.27

Investments 103.24 0.65

Income Tax 357.00 375.00

Total 460.50 427.28

(d) Movement in NPAs
(Rs.crore)

Particulars 2004-05 2003-04

NPAs as at beginning of the year (A) 1.42 2.04

Add:  Additions during the year (B) 0.01 0.21

Sub-total (A+B) (C) 1.43 2.25

Less: Reductions during the year (D) 0.44 0.83

NPAs as at the end of the year (C-D) 0.99 1.42

(e) Credit exposure as percentage to Capital Funds and as percentage to Total Assets

2004-05 2003-04

Credit Exposure as % to Credit Exposure as % to

Sr.  Category Capital Total Capital Total
No Funds Assets Funds Assets

I Largest Single Borrower 37.16 5.01 5.43 5.43

II Largest Borrower Group Not Applicable     Not Applicable

III Ten Largest Single Borrowers for the year

1. U. P.  State Land Development Bank 37.16 5.01 41.60 5.43

2. Andhra Pradesh Co-operative Bank 33.28 4.49 39.43 5.14

3. Punjab State Co-operative Bank 29.76 4.01 25.03 3.26

4. Haryana State Land Development Bank 22.71 3.06 22.33 2.91

5. Punjab State Land Development Bank 19.70 2.66 21.58 2.81

6. ICICI Bank 19.21 2.59 26.80 3.50

7. Kerala State Land Development Bank 16.48 2.22 17.57 2.29

8. U. P.  State Govterment 16.34 2.20 18.73 2.44

9. Maharasthra State Co-operative Bank 15.95 2.15 14.30 1.87

10. M.P.  State Land Development Bank 15.35 2.07 14.72 1.92

IV Ten Largest Borrower Groups Not Applicable     Not Applicable

(f) Credit exposure to the Five largest Industrial Sectors as percentage to Total Loan
Assets: Not Applicable
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III. Liquidity
(i) Maturity pattern of rupee Assets and Liabilities

(ii) Maturity pattern of Foreign Currency Assets and Liabilities
(Rs. crore)

Item Less than More than More than More than More than Total #
or equal to 1 year upto 3 years upto 5 years upto 7 years

1 year 3 years  5 years 7 years

Rupee Assets 22,339.00 13,932.92 10,001.17 6,705.79 7,599.20 60,578.08

Foreign Currency Assets 0.00 0.00 0.00 0.00 0.00 0.00

Total Assets 22,339.00 13,932.92 10,001.17 6,705.79 7,599.20 60,578.08

Rupee Liabilities 12,481.13 11,692.92 8,105.34 2,903.37 25,098.31 60,281.07

Foreign Currency Liabilities 2.58 11.62 18.21 19.69 211.91 297.01

Total liabilities 12,483.71 11,704.54 8,123.55 2,923.06 25,343.22 60,578.08

# In terms of RBI instructions, provisions towards Standard Assets and also the provision against depreciation in the value of investment in
shares of subsidiaries, that are reflected as Liabilities in the Balance Sheet, have been reduced in the aforesaid table from the Assets.

IV. Operating Results

Sr. Particulars For the year ended For the year ended
No. 31 March 2005  31 March 2004

1. Interest income as a percentage to working funds 6.90 8.02
2. Non-interest income as a percentage to working funds 0.04 0.11
3. Operating profit as a percentage to working funds 3.22 3.61
4. Return on Assets (%) 1.82 2.78

5. Profit per Employee (Rs. crore) 0.20 0.28

V.  Movement in the Provisions

(a) Provision for Non Performing Assets
(Rs. crore)

Sr.No. Particulars 2004-05 2003-04

1. Opening balance as at the beginning of the financial year 0.49 0.97
2. Add Provision made during the year 0.26 0.27
3. Less Write off, write back of excess provision 0.00 0.75
4. Closing balance at the close of the financial year 0.75 0.49

(b) Provision for Depreciation in Investments
(Rs. crore)

Sr.No. Particulars 2004-05

1. Opening balance as at the beginning of the financial year 0.65

2. Add

i) Provisions made during the year 38.00

ii) Appropriation, if any, from Investment Fluctuation Reserve Account during the year 65.24

3. Sub Total (1+2.i+2.ii) 103.89

4. Less

i) Write off during the year 0.00

ii) Transfer, if any, to Investment Fluctuation Reserve Account 0.00

5. Closing balance as at the close of the financial year (3-4.i-4.ii) 103.89
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VI.     Restructured Accounts

During the year, standard refinance loan assets of Rs

3,374.85 crore, due from State Co-operative Agriculture

and Rural Development Banks, carrying interest rates

higher than 8 per cent  were restructured by resetting the

same at 8 per cent.

VII.    Disclosure on Risk Exposure in
Derivatives

During the year Forward Rate Agreement / Interest Rate

SWAP as permitted vide RBI circular No MPD. BC. 187 /

07.01.279/ 1999-2000 dated 7 July 1999 was not entered

into. Further, no interest rate derivative transaction has

been entered during the year.

The Bank does not trade in derivatives. However it has

hedged its liability towards borrowings from KfW Germany

to the extent of 58.80 million Euro and interest thereon

for a period of 10 years. Hedge derivative transactions are

accounted pursuant to the principles of hedge accounting.

Consequent upon hedging of foreign currency borrowings,

the same is shown at contracted value as per the SWAP

agreement. The value of outstanding hedge contract at

year-end exchange rate stood at Rs 374.84 crore consisting

of Rs.332.68 crore towards principal and Rs.42.16 crore

towards interest.

IX. Information on Business Segments

a) Brief Background :

Primary business segments recognised by the Bank are

as under:

i) Direct Finance: Loans given to state governments

for rural infrastructure development and loans given

to VAS/NGOS for developmental activities are

included in this segment.

ii) Refinance: Loans and Advances given to state

governments, commercial banks, LDBs, SCBs, RRBs,

etc., as refinance against the loans disbursed by them

to the ultimate borrowers.

iii) Treasury: The investment of funds under call money,

treasury bills, short term deposits, government

securities, etc.

iv) Unallocated: This segment includes income from

staff loans and other miscellaneous receipts and the

VIII. Related Party Transactions
(Rs. in crore)

Name of the Party Nature of Relationship Nature of Transaction Amt. of Transaction Outstanding
during the year

Reserve Bank of India Holding 72.50% of NABARD Capital Borrowings (net of repayments) (266.35) 3927.25

Interest on Borrowings 139.55

Contribution Recd. in NRC Funds
maintained by NABARD 2.00

Government of India Holding – 27.50% of NABARD Capital Borrowings  (net of repayments) (160.48) 404.71
Interest on Borrowings 39.41 20.25
Guarantee Fee 1.89

ADFT Chennai Control 52.10% of  Share Capital Lending (net of repayment) 0.00 0.00

ABFL, Hyderabad Control 47.82% of Share Capital Lending (net of repayments) (1.36) 0.00
held by NABARD Interest on lending 0.09 0.00

KADFC, Bangalore Control 82.41% of  Share Capital No transaction 0.00 0.00

NABARD Consultancy Wholly Owned Subsidiary Expenses incurred by NABARD 1.26 0.82
Services Pvt. Ltd

Smt. Ranjana Kumar Key Management Personnel – Remuneration including perquisites 0.24 0.00
Chairperson

Shri Y.S.P. Thorat Key Management Personnel – Remuneration including perquisites 0.07 0.00
Managing Director
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expenditure incurred for the developmental role of

the bank and common administrative expenses.

Secondary bus iness  segments  ident i f ied

geographically, cover the business at the following

states:

i) South Zone: Karnataka, Kerala, Tamil Nadu, Andhra

Pradesh and RTC, Mangalore.

ii) East Zone : Tripura, Mizoram, Orissa, West Bengal,

RTC  Bolpur, Nagaland, Sikkim, Assam, Manipur,

Arunachal Pradesh and Meghalaya.

iii) North Zone : Madhya Pradesh, Haryana & Punjab,

Bihar, New Delhi, Jharkand, Chhatisgarh, Himachal

Pradesh, Uttar Pradesh, NBSC Lucknow, Jammu &

Kashmir, Rajasthan and Uttaranchal.

iv) West Zone : Gujarat, Goa, Maharashtra and Head

Office, Mumbai.

b) Information on Primary Business Segment
(Rs. crore)

Sr. Segment Segment Revenue from Segment Segment Segment
No. External Customers Results Assets Liabilities

1. Direct Finance 1,167.94 331.73 10,569.79 9,388.93

2. Refinance 2,323.86 960.39 38,666.16 #41,389.79

3. Treasury 433.37 328.32 5,260.06 0.00

4. Unallocated 13.58 (287.83) 6,283.05 4,144.18

Total 3,938.75 1,332.61 60,779.07 54,922.90

# Includes balances in NRC (LTO) and NRC (Stab.) Funds where there is no external obligation.

c)     Information on Secondary Segment
(Rs. crore)

Sr. Geographical Segments Segment Revenue from Segment Assets
No. External Customers

1 East Zone 416.93 5,443.41

2 North Zone 1,675.16 23,847.89

3 South Zone 925.03 14,036.08

4 West Zone 921.63 17,451.68

Total 3,938.75 60,779.07

As per our report attached
Sharp and Tannan
Chartered Accountants
by the hand of

P. Satish Milind P. Phadke
Chief General Manager Partner
Finance & Accounts Department Membership No. 33013
New Delhi New Delhi

Ranjana Kumar Y. S. P. Thorat Radha Singh Dr. P. Raghavan
Chairperson Managing Director Director Director
Date 14 June 2005
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( Rupees)

Particulars During 2004-05 During 2003-04

(a) Cash flow from Operating Activities
Net Profit as per P & L A/C before tax 1332,61,87,497 1460,42,81,605
Depreciation 26,14,95,776 30,15,16,049
Interest credited to various funds 33,46,45,343 23,51,70,357
Other expenses 16,90,64,527 17,14,60,876
Income from Investment (432,08,77,974) (215,55,57,388)
Expenditure from various funds (314,34,15,498) (357,90,72,789)

Operating Profit before Working Capital changes 662,70,99,671 957,77,98,710
Adjustment for net change in:
Current Assets (3364,42,33,952) (478,71,67,087)
Current liabilities 9,62,28,966 601,99,97,890

Cash generated from Operating Activities (2692,09,05,315) 1081,06,29,513
Payment of Income tax (508,29,25,578) (304,06,32,849)

Net cash flow from Operating Activities                     (A) (3200,38,30,893) 776,99,96,664

(b) Cash flow from Investing Activities
Income from Investment 432,08,77,974 215,55,57,388
Increase / Decrease in Fixed Assets (16,29,20,262) (31,18,50,887)
Investments in Government Securities (2705,87,73,041) (1047,49,46,541)
Purchase of Shares (20,11,10,000) (9,38,90,000)

Net Cash used / generated from Investing Activities  (B) (2310,19,25,329) (872,51,30,040)

(c) Cash flow from Financing Activities
Grants / contributions received 377,08,64,449 385,71,12,830
Proceeds of Bonds 5320,59,80,000 3181,13,60,000
Increase / Decrease in Borrowings 1374,73,21,456 870,90,11,157
Increase / Decrease in  Deposits (2926,08,40,881) (97,55,56,068)
Increase in Loans and Advances 436,99,46,417 (3433,81,21,155)

Net Cash raised from Financing Activities                  (C) 4583,32,71,441 906,38,06,764

Net increase in Cash and Cash Equivalent (A)+(B)+(C ) (927,24,84,781) 810,86,73,388

Cash and Cash Equivalent at the beginning of the period 1179,86,40,761 368,99,67,373

Cash and Cash Equivalent at the end of the period 252,61,55,980 1179,86,40,761

Note: Cash and Cash Equivalent includes Cash on hand, Balance with RBI, Balances with other banks in India on Current Account and
Remittance in transit.

As per our report attached
Sharp & Tannan
Chartered Accountants
by the hand of

P.Satish Milind P. Phadke
Chief General Manager Partner
Finance & Accounts Department Membership No. 33013
New Delhi, 14 June 2005 New Delhi, 14 June 2005

Ranjana Kumar                                                 Y. S. P. Thorat Radha Singh Dr.P. Raghavan
Chairperson                                                      Managing Director  Director  Director

New Delhi, 14 June 2005

National Bank for Agriculture and Rural Development

Cash Flow Statement for the Year ended 31 March 2005
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Sharp & Tannan
 Chartered Accountants

Consolidated Financial Statements 2004-2005
Auditors' Report to the Board of Directors on Consolidated Financial Statements

We have examined the attached Consolidated Balance Sheet of National Bank for Agriculture and Rural Development ('The
Bank') and its Subsidiaries as at 31st March, 2005, the Consolidated Profit & Loss Account for the year ended on that date
annexed thereto, and the Consolidated Cash Flow Statement for the year ended on that date. These financial statements are
the responsibility of the Bank's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in India. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are prepared, in all
material respects, in accordance with an identified financial reporting framework and are free of material misstatements. An
audit also includes examining, on test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statements. We believe that our audit provides a reasonable basis for our opinion.

In respect of the financial statements of certain subsidiaries we did not carry out the audit. These financial statements have
been audited / reviewed by other auditors whose reports have been furnished to us, and our opinion, insofar as it relates to
the amounts included in respect of the subsidiaries is based solely on the reports of the other auditors. The total Assets and
total Revenues in respect of these subsidiaries are Rs. 28.51 crore and Rs. 5.34 crore, respectively.

We further report that in respect of the certain Subsidiaries, we did not carry out the audit. The total Assets and total Revenues
in respect of these subsidiaries are Rs. 14.27 crore and Rs. 0.58 crore, respectively. These financial statements have been
certified by management of the respective companies and have been furnished to us, and our opinion, insofar as it relates to the
amounts included in respect of the Subsidiaries is based solely on these certified financial statements. Since the financial
statements for the financial year ended 31st March, 2005, which were compiled by the management of these companies, any
adjustments to their balances could have consequential effects on the attached consolidated financial statements.

We report that the consolidated financial statements have been prepared by the Bank in accordance with the requirements of
the Accounting Standard (AS) 21, "Consolidated Financial Statements" issued by the Institute of Chartered Accountants of
India, and on the basis of the separate audited / certified financial statements of the Bank and its Subsidiaries included in the
consolidated financial statements.

We report that on the basis of the information and explanations given to us and on the consideration of the separate audited
/ certified financial statements of the Bank and its Subsidiaries, we are of the opinion that the said consolidated financial
statements give a true and fair view in conformity with the accounting principles generally accepted in India:

a) in the case of the Consolidated Balance Sheet, of the state of affairs of the Bank as at  31st March, 2005;

b) in the case of the Consolidated Profit and Loss Account of the consolidated results of operations of the Bank for the year ended
on that date; and

c) in the case of the Consolidated Cash Flow Statement, of the consolidated cash flows of  the  Bank for the year ended on
that date.

Place: New Delhi    Sharp & Tannan
Dated: 14 June 2005      Chartered Accountants

by the hand of

 Milind P. Phadke
 Partner

  Membership No.33013

Ravindra Annexe, 194, Churchgate Reclamation, Dinshaw Vachha Road, Mumbai - 400 020, India,
Tel.: (22) 2204 7722/23, 5633 8343-47, Fax (22) 5633 8352, E-mail: Sharp@bom3.vsnl.net.in

Anant S. Dhonde Farook M. Kobla Shreedhar T. Kunte Milind P. Phadke L. Vaidyananthan

Ramnath D. Kare Ashwin B. Chopra Edwin Augustine Raghunath P. Acharya Thirtharaj A. Khot

Also at Pune. Associate Offices : Bangalore, Secunderabad, Chennai & New Delhi
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National Bank for Agriculture and Rural Development

Consolidated Balance Sheet as on 31 March 2005
(Rupees)

PARTICULARS 31.03.2005  31.03.2004

LIABILITIES

Capital 2000,00,00,000  2000,00,00,000

Reserve Fund and Other Reserves 6202,07,80,274  5292,51,52,370

National Rural Credit (Long Term Operation) Fund 13152,00,00,000 13070,00,00,000

National Rural Credit (Stabilisation) Fund 1511,00,00,000  1500,00,00,000

Funds out of Grants received from International Agencies 191,00,38,418    184,59,22,255

Gifts, Grants and Donations 104,58,38,888    103,54,80,565

Other Funds 648,61,23,731    510,56,67,247

Minority Interest 12,03,51,668      11,90,26,649

Deposits 9224,92,01,649 12151,00,42,530

Bonds and Debentures 17203,92,01,000 11883,32,21,000

Borrowings 8928,39,32,918  7553,66,11,462

Current Liabilities and Provisions 1620,77,37,222  1646,32,50,354

TOTAL LIABILITIES 60799,32,05,768 55907,43,74,432

ASSETS

Cash and Bank Balances 5500,17,23,001  2918,91,10,319

Investments (At Cost) 5117,26,30,601    2391,27,47,561

Advances 48371,69,60,781 48807,87,43,285

Fixed Assets 235,03,83,048    244,91,17,668

Other Assets 1574,96,44,635  1544,20,51,846

Miscellaneous Expenses not Written off 18,63,702            26,03,753

TOTAL ASSETS 60799,32,05,768 55907,43,74,432

As per our report attached
Sharp & Tannan
Chartered Accountants
by the hand of

P. Satish Milind P. Phadke

Chief General Manager Partner

Finance & Accounts Department Membership No. 33013

New Delhi, 14 June 2005 New Delhi, 14 June 2005

Ranjana Kumar Y. S. P. Thorat Radha Singh Dr. P. Raghavan

Chairperson Managing Director Director Director
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National Bank for Agriculture and Rural Development

 Consolidated Profit and Loss Account for the year ended 31 March 2005
(Rupees)

Particulars During 2004-05 During 2003-04

Income:

Interest Received on Loans and Advances 3484,70,55,434 3939,22,56,149

Income from Investment Operations 432,08,77,974 309,84,22,450

Discount Received 1,28,42,466 0

Other Receipts 26,50,03,796 20,29,80,127

TOTAL INCOME 3944,57,79,670 4269,36,58,726

Expenditure:

Interest and Financial Charges 2113,72,69,284 2369,98,23,841

Establishment and other expenses 365,37,74,798 355,74,58,952

Depreciation 26,16,88,783 30,17,50,099

Provision for Bad and Doubtful Debts 1,01,79,141 53,29,16,129

Depreciation in Investment 103,24,50,721 65,00,000

Preliminary expenses written off 7,40,051 3,56,418

TOTAL EXPENDITURE 2609,61,02,778 2809,88,05,439

Profit before Income Tax 1334,96,76,892 1459,48,53,287

Provision for Taxation 358,07,38,219 375,16,21,328

Deferred Tax charge / (credit) (57,89,35,068) (36,70,15,116)

Profit after Tax 1034,78,73,741 1121,02,47,075

Share of Loss in Subsidiaries attributable to Minority Interest (14,77,782) (49,51,117)

Profit available for Appropriation 1034,93,51,523 1121,51,98,191

Appropriations:

Profit as above 1034,93,51,523 1121,51,98,191

Add: Withdrawals from various funds against expenditure 82,14,73,629 17,14,60,876

debited to Profit and Loss account.

Total Profit available for Appropriation 1117,08,25,152 1138,66,59,067

Transferred to:

Special Reserve u/s 36 (i) (viii) of the Income Tax Act, 1961 575,00,00,000 600,00,00,000

NRC (LTO) Fund 81,00,00,000 124,00,00,000

NRC (Stabilisation) Fund 10,00,00,000 25,00,00,000

Co-operative Development Fund 5,49,92,870 4,75,95,441

Research and Development Fund 5,78,43,807 6,70,45,830

Micro Finance Development Fund 40,00,00,000 7,05,11,537

Foreign Currency Risk Fund 13,62,29,603 13,62,29,603

Tribal Development Fund 0 50,00,00,000

Investment Fluctuation Reserve 189,46,39,102 9,87,71,000

Farm Innovation and Promotion Fund 5,00,00,000 0

Reserve Fund 191,71,19,770 297,65,05,656

1117,08,25,152 1138,66,59,067
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Additional Notes to Consolidated Accounts

1.   Consolidation has been done pursuant to the listing agreement with stock exchange.

2.   Financial statement in respect of subsidiary Agri Business Finance (AP) Ltd is unaudited.

3.  Details of the subsidiaries:

Name of the Subsididary Country of Incorporation Proportion of Ownership

Agri Development Finance (Tamil Nadu) Ltd. India 52.10

Agri Business Finance (A.P.) Ltd. India 47.82

Karnataka Agri Development Finance Company Ltd. India 82.40

NABARD Consultancy Pvt. Ltd. India 100.00

4.   Depreciation on fixed asset is  provided on Written Down Value Method, at the  rates specified in schedule xiv  to  the  Companies  Act

1956  by  Agri Development Finance (Tamil Nadu) Ltd and AGRI  Business  Finance (AP) Ltd.  Whereas  Karnataka  AGRI  development

finance company Ltd. has  provided  depreciation  on  fixed assets  by  adopting  straight  line method at the rates specified  in

schedule  xiv  to  the  Companies  Act 1956  on  prorata basis.Thus the accounting policy followed  by  subsidiaries  for  depreciation

are different from the accounting policy for depreciation  followed  by  NABARD  in  the  preparation  of  consolidated  financial

statements. Thus  out  of  the  total depreciation  of  Rs.26.15  crore  included  in  the  consolidated  financial statement,  0.07%  of  that

amount  is  determined based  on depreciation provided by following WDV / Straight line method at the rates as specified in schedule

xiv to the Companies Act 1956.

As per our report attached

Sharp & Tannan

Chartered Accountants

by the hand of

P. Satish Milind P. Phadke

Chief General Manager Partner

Finance & Accounts Department Membership No. 33013

New Delhi, 14 June 2005 New Delhi, 14 June 2005

Ranjana Kumar Y. S. P. Thorat Radha Singh Dr. P. Raghavan

Chairperson Managing Director Director Director
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National Bank for Agriculture and Rural Development

Consolidated Cash Flow Statement for the Year ended March 31, 2005

Particulars During 2004-05 During 2003-04

(a) Cash Flow from Operating Activities

Net Profit as per P & L A/c before Tax 1334,96,76,893 1459,48,53,286

Depreciation 26,16,88,783 30,17,50,099

Interest Credited to various Funds 33,46,45,343 23,51,70,357

Other Expenses 16,98,04,578 17,22,00,926

Expenditure from various Funds (432,08,77,974) (357,90,72,789)

Loss on sale of Fixed Asset 16,738 0

Income from Investment (314,34,15,498) (215,55,57,388)

Operating Profit before Working Capital changes 665,15,38,863 956,93,44,491
Adjustment for Net change in:

Current Assets (3364,99,53,568) (483,69,73,099)

Current Liabilities 10,50,40,297 601,54,87,438

Cash generated from Operating Activities (2689,33,74,408) 1074,78,58,830

Payment towards Income Tax (508,73,69,505) (304,19,48,564)

Net Cash Flow from Operating Activities                      (A) (3198,07,43,913) 770,59,10,266

(b) Cash Flow from Investing Activities

Income from Investments 432,08,77,974 215,55,57,388

Increase / Decrease of Fixed Assets (16,29,70,901) (31,18,53,307)

Investments in Government Securities (2705,87,73,041) (1047,49,46,541)

Investments in Shares / Others (23,50,60,000) (4,38,89,000)

Preliminary Expenses 0 (19,18,162)

Net Cash used in Investing Activities                         (B) (2313,59,25,968) (867,70,49,622)

(c) Cash Flow from Financing Activities

Grants / contributions received 377,08,64,449 385,71,12,830

Proceeds of Bonds 5320,59,80,000 3181,13,60,000

Increase in Borrowings 1373,37,51,556 870,00,25,635

Decrease in  Deposits (2926,08,40,881) (98,02,73,648)

Increase in Loans and Advances 439,55,77,439 (3430,77,95,736)

Net Cash raised from Financing Activities                        (C) 4584,53,32,563 908,04,29,081

Net increase in Cash and Cash Equivalent     (A)+(B)+(C) (927,13,37,318) 810,92,89,725

Cash and Cash Equivalent at the beginning of the period 1179,94,90,318 369,02,00,593

Cash and Cash Equivalent at the end of the period 252,81,53,000 1179,94,90,318

Note: Cash and Cash equivalent includes Cash on Hand, Balance with RBI, Balances with other banks in India on Current Account and Remittance
in transit.

As per our report attached
Sharp & Tannan
Chartered Accountants
by the hand of

P. Satish Milind P. Phadke
Chief General Manager Partner
Finance & Accounts Department Membership No. 33013
New Delhi, 14 June 2005 New Delhi, 14 June 2005

Ranjana Kumar Y. S. P. Thorat Radha Singh Dr. P. Raghavan
Chairperson Managing Director Director Director

(Rupees)
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PRINCIPAL OFFICERS
(31 March 2005)

EXECUTIVE DIRECTORS

Dr. K. G. Karmakar S. K. Mitra *

S. S. Acharya Dr. R. Balakrishnan Amaresh Kumar

CHIEF GENERAL MANAGERS
(Rural Development Banking Service)

P. L. Behera A. K. Garg

Dr. Prakash Bakshi (Tamil Nadu) S. Prabhakara (Uttaranchal)

Y. L. Sapra  (Uttar Pradesh)) J. R. Sarangal (Andhra Pradesh)

S. M. Sheokand ** N. C. Saha

R. Krishnamurthy N. Srinivasan (Maharashtra)

D. B. Gore B. B. Mohanty (Karnataka)

S. Abdul Kareem (Orissa) A. K. Mathur (Madhya Pradesh)

K. V. Raghavulu C. R. Patnaik

S. M. Mehta H. Narayana Murthy

V. Ramakrishna Rao (Rajasthan) B. S. Shekhawat (Kerala)

A. Ramanathan (Punjab & Haryana) G. S. Menon

Y. N. Gupta S. R. Aluru

Sukhbir Singh S. G. Rathod

M. P. Mohanan R. Narayan (Jharkhand)

V. S. Bhadauria (Bihar) Arvind Kumar Sinha (Chhattisgarh)

S. C. Vasishta (Himachal Pradesh) A. K. Jain

P. S. S. R. Sarma G. L. Tawte (West Bengal)

Madan Mohan (NBSC, Lucknow) S. Mohapatra (Jammu  & Kashmir)

Bhawar Puri (Gujarat) C. K. Gopalakrishna

*   Stationed at New Delhi
** Chief Executive Officer, Nabcons
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CHIEF GENERAL MANAGERS
(Technical / Economic Service)

Dr. A. K. Bandyopadhyay (Economic) (Guwahati)

S. Hazarika (Technical)

John Kurien (Technical)

GENERAL MANAGERS IN-CHARGE OF REGIONAL OFFICES/
TRAINING ESTABLISHMENTS

S. T. Raghuraman (RTC, Mangalore)

P. Das (New Delhi)

U. N. Biswal (RTC, Bolpur)

B. M. Meena (Arunachal Pradesh)

V. Mohan Doss (Tripura)

DEPUTY GENERAL MANAGERS IN-CHARGE OF REGIONAL OFFICES/
SUB-OFFICE /  SRINAGAR CELL

G. V. Hebbar (Mizoram)

A. K. Mukhopadhyay (Goa)

S. S. Yambem (Manipur)

K. Ramachandran Nair (Sikkim)

A. P. Sandilya (Meghalaya)

Ramesh Chandra Wadhwa (Nagaland)

G. M. Nair (Port Blair, Sub-Office)

Tariq Shafiq (Srinagar Cell)
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AACS As Applicable to Co-operative Societies

ACABC Agri-Clinics and Agri-Business Centres

ACSTI/s Agricultural Co-operative Staff Training
Institute/s

AEZ/s Agri-Export Zone/s

AICF Agriculture Infrastructure and Credit Fund

APEDA Agricultural and Processed Food Products
Export Development Authority

ARF Automatic Refinance Facility

BAIF Bharti Agro Industries Foundation

BLBC Block Level Bankers’ Committee

B. R.. Act Banking Regulation Act

BIRD Bankers Institute of Rural Development

CBP Capacity Building Phase

CDF Co-operative Development Fund

CEO Chief Executive Officer

CFSF Credit and Financial Services Fund

CGB Capital Gains Bond

CII Confederation of Indian Industries

CMIE Centre for Monitoring of Indian Economy

CSO Central Statistical Organisation

DAP/s Development Action Plan/s

DCCB District Central Co-operative Bank

DDM District Development Manager

DM Deutsche Mark

DRIP District Rural Industries Project

DWCRA Development of Women and Children in
Rural Areas

ERR Economic Rate of Return

EU European Union

EXIM Bank Export Import Bank

FAO Food and Agriculture Organisation

FC Farmers’ Club

FICCI Federation of Indian Chamber of

LIST OF ABBREVIATIONS

Commerce and Industry

FIP Full Implementation Phase

FRR Financial Rate of Return

FSS Farmers' Service Society

GCF Gross Capital Formation

GDP Gross Domestic Product

GLC General Line of Credit/Ground Level
Credit

GTZ Deutsche Gesellschaft fur Technische
Zusammenarbeit

HID Human and Institutional Development

IGWDP Indo-German Watershed Development
Programme

ILR Internal Lendable Resources

IRVs Individual Rural Volunteers

ICT Information and Communication
Technology

IT Information Technology

ITC Indian Tobacco Company

JLTC/s Junior Level Training Centre/s

KCC Kisan Credit Card

KfW Kreditanstalt fur Wiederaufbau (German
Development Bank)

KVK/s Krishi Vigyan Kendra/s

LAMP/s Large Adivasi Multipurpose Co-operative
Society

WAN Wide Area Network

LT Long-term

LTO Long Term Operations

MAC/s Medicinal and Aromatic Crop/s

MF Micro-Finance

MFDEF Micro-Finance Development and Equity
Fund

MFI Micro-Finance Institution
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MI Minimum Involvement/Minor Irrigation

MIS Management Information System

MoA Ministry of Agriculture

MoRD Ministry of Rural Development

MoU Memorandum of Understanding

MT Medium-term

NABARD National Bank for Agriculture and Rural
Development

Nabcons NABARD Consultancy Services

NBSC National Bank Staff College

NBTC National Bank Training Centre

NER North Eastern Region

NGO/s Non Governmental Organisation/s

NPK Nitrogen Phophorus Potash

NRC (LTO) National Rural Credit (Long Term
Operations)

NSSO National Sample Survey Organisation

ODI Organisation Development Intervention

OSAO Other than Seasonal Agricultural Opera-
tions

PACS Primary Agricultural Credit Society/ies

PCARDB/s Primary Co-operative Agriculture and
Rural Development Bank/s

PHWCS Primary Handloom Weaver's Co-
operative Society

PLI/s Primary Lending Institution/s

PLR Prime Lending Rate

PUCB/s Primary Urban Co-operative Bank/s

RBI Reserve Bank of India

RCS Registrar of Co-operative Societies

REDP/s Rural Entrepreneurship Development
Programme/s

RFA Revolving Fund Assistance

RFI/s Rural Financial Institution/s

RIDF Rural Infrastructure Development Fund

RNFS Rural Non-Farm Sector

ROs Regional Offices

RPCF Rural Promotion Corpus Fund

RRB/s Regional Rural Bank/s

RTC/s Regional Training College/s

SAO Seasonal Agricultural Operations

SC/ST Schedule Caste/Schedule Tribe

SCARDB/s State Co-operative Agriculture and Rural
Development Bank/s

SCB/s State Co-operative Bank/s

SDC Swiss Agency for Development and
Cooperation

SEWA Self Employed Women's Association

SF/MF Small Farmers/ Marginal Farmers

SGSY Swarnjayanti Gram Swarozgar Yojana

SHG/s Self Help Group/s

SHPI/s Self-Help Promoting Institution/s

SIDBI Small Industries Development Bank of
India

SLBC/s State Level Bankers' Committee/s

SLR Statutory Liquidity Ratio

SO Sub-office

SoF Scales of Finance

SSI Small Scale Industry

ST Short-term

STW Shallow Tubewells

Sw.Fr. Swiss Franc

TE/s Training Establishment/s

TME Technical Monitoring and Evaluation

UT/s Union Territory/ies

VDC/s Village Development Committee/s

VVV Vikas Volunteer Vahini

WDC/s Women Development Cell/s

WDF Watershed Development Fund

WPI Wholesale Price Index

WTO World Trade Organisation

WUA Water Users’ Association
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Regional Offices/Sub-Office/Training Establishments

REGIONAL OFFICES

ANDHRA PRADESH
Yedugiri Chambers,
1-1-61, RTC Cross Road,
Post Box No. 1863, Musheerabad,
Hyderabad – 500 020
Tel No. : (040) 27612651
Fax No. : (040) 27611829
E-mail : hyd2_nabhyd@sancharnet.in

ARUNACHAL PRADESH
Bank Tinali, VIP Road,
P.B. No.133,
Itanagar – 791 111
Arunachal Pradesh
Tel No. : (0360) 2212675, 2215967
Fax No. : (0360) 2212675
E-mail  : nabardita@sancharnet.in

ASSAM
Lakshmi Bhavan,
Dr. J.C. Das Road,
Panbazar, Post Box No.81,
Guwahati – 781 001
Tel No. : (0361) 2513102
Fax No. : (0361) 2541131
E-mail : nabassam@dataone.in

BIHAR
Maurya Lok Complex, Block ‘B’,
4th & 5th floor, Dak Bunglow Road,
Post Box No.178, Patna – 800 001
Tel No. : (0612) 2223985
Fax No. : (0612) 2238424
E-mail : nabpat@sancharnet.in

CHHATTISGARH
Pithalia Complex,
Opp. Trunk Exchange,
K.K. Road, Fafadih Chowk
Raipur – 492 009
Tel No. : (0771) 2528499, 2509245
Fax No. : (0771) 2524992
E-mail : nabrpr@mantrafreenet.com

GOA
302, Nizari Bhavan,
Menezes Braganza Road,
Panaji – 403 001, Goa
Tel No. : (0832) 2220490,

   2420504, 2432967
Fax No. : (0832) 2223429
E-mail : nabpnj@sancharnet.in

GUJARAT
NABARD Tower,
Opp. Municipal Garden,
P. B. No.8, Usmanpura,
Ahmedabad – 380 013
Tel No. : (079) 27552257
Fax No. : (079) 27551584
E-mail : nabahm@icenet.net

HIMACHAL PRADESH
NABARD Bhavan,
Block No. 32,
S.D.A. Commercial Complex,
Dev Nagar, Kasumpti,
Shimla – 171 009
Tel No. : (0177) 2624160
Fax No. : (0177) 2622271
E-mail : nabsim17@sancharnet.in

JAMMU & KASHMIR
IVth Floor, B-II, South Block,
Bahu Plaza, Rail Head Complex,
Post Bag No.2, Jammu-180012,
Tel No.: (0191) 2472531,  2470493
Fax No. : (0191) 2472337
E-mail : nabjam@sancharnet.in

JHARKHAND
Gautam House,
Kalibabu  Street, Upper Bazar,
Ranchi – 834 001
Tel No. : (0651) 2208647
Fax No. : (0651) 2209107
E-mail : rch_nabran@sancharnet.in

KARNATAKA
113/1, Jeevan Prakash Annexe,
J.C. Road, P. B. No.29,
Bangalore – 560 002
Tel No. : (080) 22225241/44
Fax No. : (080) 22222148
E-mail : nabbng@bgl.vsnl.net.in

KERALA
Punnen Road, Statue,
P. B.  No. 5613,
Thiruvananthapuram – 695 039
Tel No. : (0471) 2323859
Fax No. : (0471) 2324358
E-mail : nabtvm@vsnl.com

MADHYA PRADESH
E-5, Arera Colony, Bittan Market,
Ravishankar Nagar Post Office,
Post Box No. 513,
Bhopal – 462 016
Tel No. : (0755) 2466695
Fax No. : (0755) 2466188
E-mail : nabbpl@sancharnet.in

MAHARASHTRA
54, Wellesley Road,
Post Bag No.5, Shivaji Nagar,
Pune – 411 005
Tel No. : (020) 25511083
Fax No. : (020) 25512250
E-mail : nabpun@vsnl.com

nabpun@pn2.vsnl.net.in

MANIPUR
89/686, Lalambung,
RIMS Road, Lamphelpat,
Imphal – 795 004, Manipur
Tel No.: (0385) 2416192, 2410706
Fax No. : (0385) 2416191,
E-mail : bimphal4@sancharnet.in

MEGHALAYA
Dipu Cottage,
Upper Lachumiere,
Shillong – 793 001
Tel No. : (0364) 2501518
Fax No. : (0364) 2227463
E-mail : nabsh@sancharnet.net.in

  nabsh@shillong.meg.nic.in

MIZORAM
Ramhlun Road (North),
Bawngkawan,
Aizwal – 796 012,
Tel No. : (0389) 2340815
Fax No. : (0389) 2340815
E-mail : nabaiz@sancharnet.in

NAGALAND
Nagaland RO, 4th Flr., West Wing,
Administrative NSCB Bldg.,
Khermahal, Circular Road,
Dimapur  – 797 112
Tel No. : (03862) 227040,

235600, 235601
Fax No. : (03862) 227040
E-mail : nabdim_@hotmail.com

NEW DELHI
24, Rajendra Place ,
New Delhi – 110 018
Tel No. : (011) 51539353-56,

   25721723, 25823731
Fax No. :(011) 51539185, 51539187
E-mail : nabndl@del3.vsnl.net.in

nabndl@touchtelindia.net

ORISSA
‘Ankur’, 2/1,
Nayapalli Civic Centre,
P. B. No. 179,
Bhubaneshwar – 751 015
Tel No. : (0674) 2557132
Fax No. : (0674) 2552019
E-mail : nabbhu@sancharnet.in

PUNJAB & HARYANA
Plot No.3, Sector 34-A,
P.B. No. 7,
Chandigarh – 160 022
Tel No. : (0172) 2604608
Fax No. : (0172) 2665863
E-mail : nabard1@sancharnet.in

RAJASTHAN
3, Nehru Place,
Tonk Road,
Post Bag No.104,
Jaipur – 302 015
Tel No. : (0141) 2740821
Fax No. : (0141) 2742161
E-mail : nabjpr@sancharnet.in

SIKKIM
Om Nivas,
Church Road,
Post Box No.46,
Gangtok –737 101
Tel No. : (03592) 204173
Fax No. : (03592) 203015
E-mail : slg_nabgtk@sancharnet.in

TAMIL NADU
48, Mahatma Gandhi Road,
Post Box No.6074,
Nungambakkam,
Chennai – 600 034
Tel No. : (044) 28276986
Fax No. : (044) 28275732
E-mail : nabchn@md3.vsnl.net.in
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WEST BENGAL
‘Abhilasha’, 2nd floor,
6, Royd Street, Post Box No.9083,
Kolkata -  700 016
Tel No. : (033) 22294672
Fax No. : (033) 22494507
E-mail : nabcal@cal.vsnl.net.in

UTTAR PRADESH
Commerce House, Habibullah Estate,
11, M.G. Road, Post Box No.364,
Hazratganj, Lucknow – 226 001
Tel No. : (0522) 2623644
Fax No. : (0522) 2627256
E-mail : nablkn@sancharnet.in

UTTARANCHAL
Hotel Sunrise Building,
2nd & 3rd Floor,
113/2, Rajpur Road,
Dehradun – 248001
Tel No. : (0135) 2748611
Fax No. : (0135) 2748610
E-mail   :nabarddn@sancharnet.in

SUB-OFFICE/CELL

PORT BLAIR
Kannada Sangh Building,

Ground Floor, 18, Tagore Road,
Head Post Office, Port Blair – 744 101

Tel No.: (03192) 233308
Fax No.: (03192) 237696

E-mail: nabpbl@sancharnet.in

SRINAGAR CELL
65, Gogji Bagh,
Srinagar – 190 010
Tel No.: (0194) 2310280
Fax No.: (0194) 2310280

TRAINING ESTABLISHMENTS

LUCKNOW
Banker’s Institute of Rural Development,
Sector ‘H’, L.D.A. Colony,
Kanpur Road,
Lucknow – 226 012
Tel No. : (0522) 2421137, 2421154,

             2421053
Fax No.: (0522) 2421176, 2421047
E-mail : bird@sancharnet.in

MANGALORE
Regional Training College,
Manjusha Building,
Bejaji Church Road,
Near KSRTC Bus Main Stand,
Bejaji, Mangalore - 575004.
Tel No. : (0824) 2225832, 2225833,

         2225831
Fax No.: (0824) 225835
E-mail : nabrtcm@sancharnet.in

LUCKNOW
National Bank Staff College,
Sector ‘H’, LDA Colony,
Kanpur Road,
Lucknow – 226 012
Tel No. : (0522) 2421072
Fax No.: (0522) 2421035
E-mail : nbsc@sancharnet.in

LUCKNOW
National Bank Training Centre,
Sector D/S, Sitapur Road,
Opp. Mandi Samiti, Aliganj,
Lucknow – 226 020
Tel No. : (0522) 2329501
Fax No.: (0522) 2281599
E-mail : nbsc@sancharnet.in

BOLPUR
Bolpur Lodge,
Regional Training College,
Bolpur – 731 204,
Birbhum (West Bengal)
Tel No. : (03463) 252812, 254065
Fax No.: (03463) 252295
E-mail : ksh_nabbol@sancharnet.in

ksh_nabprbol@sancharnet.in

HYDERABAD
Zonal Training Centre,
10-1-128, Masab Tank,
Hyderabad – 500 028
Tel No. : (040) 23375006
E-mail : zonal@sancharnet.net

TRIPURA
Palace Compound (East),
Uzirbari Road , Post Box No.9,
Agartala - 799 001
Tel No. : (0381) 2224125
Fax No. : (0381) 2224125
E-mail : nabagtro@sancharnet.in
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