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INTRODUCI10N 

I, the Chairman of the Public Accounts Committee as authorised by 
the Committee, do present on ~  behalf this Hundred and Twelfth 
Report of the Public Accounts Committee on para 30 of the Advance Re-
port of the Comptroller and Aud40r General of India for the year 
1979-80, Union Government (Civil) relating -to Schemes for small margi-
nal farmers and agricultural ~  development agencies (Ministry of 
Rural Development). 

2. The Report of the' Comptroller and Auditor General of India for 
'the year 1979-80, Union Government (Civil) was laid on the Table of 
the House on 27 April, 1981. The Committee examined tho above para-
graph at their sittings held on 23 December, 1981 and 2 February 1982. 
The Committee considered and finalised this Report at their sitting held 
on 28 April, 1982. Mmutes of the sittings form Pan n· of the Report. 
. 3. The Report highlights some of the basic deficiencies/weaknesses 
noticed during the course of implementation of the scheme viz. low utilisa-
tion of grants. lack of unified administrative control, frequent transfers, in-
adequacy of staff, lack of orientation of Government officials, coupled with 
non-materialisation of the expected infra structural support, backward and 
forward linkages, credit constraints  and apathetic attitude of bank officials 
Jeading to shortfalls in physical and financial targets. 

4. For reference facility and convenience, the observations and recom-
mendations of the Committee have been printed in thick type ill the bod,), 
of the Report and have also been reproduced in a consolidated form in 
Appendix IT of the Report. 

S. The Committee place on record their appreciation of the assistance 
rendered to them in the matter by the Office of the Comptroller and Auditor 
General of India. 

6. The Committee would also like to express their tha.nki6 to the Offi-
cers of the M1nistry of Rural Development, Ministry of F'mance, Plaimini 
Commission, Reserve Bank of India and to the representatives of Stite 
iBank of India, Bank of India, Punjab National Bank, Central Bank of 
lndia. State Bank of Bikaner and Jaipur, United Commercial Bank ana 
Bank of BaroUa for the C'ooperDtion extended by them in gi ·,jng informa-
tion to and tendering evidence before the Committee. 

NEW DELHI; 

April 28, 1982 
VoLrakha 8, 1904(S) 

SATISH AGARWAL 
Chizlrm'1iii 

Public ~ ~  

'Not printed. (One cyclostyled copy laid on the Table of the House and fi\': copies 
placed in the PElrtillment Library). 



REPORT 

CHAPTER I 

l. Introductory 

(A £Gpy of the Audit paragraph on which this report is based, is reproduc-
ed in Appendix-I] 

(a) ~  of the programme 

1.1 The development of rural areas with some emphasis on ameliorat-
~ conditions of the rural poor has been a central objective of Indian 
,  g right from its advent. Experience has shown that. the fruits of 

development have been cornered mostly by the better endowed areas on the 
one hand and better off members of the fanner community on the other. 
"lbt$led to the realisation that special efforts are called for to enable the 

~~  sections of the society such as the small farmers, marginal 
tatmers, agrIcultural labourers and tenants to improve their social and eco-
~ status and t1!at special programmes are necessary to promote the 
quicker development of the less endowed areas in the country. 

1.2 Studies have shown that the productivity of small farmers is not 
linferior to that of large fanners operating in similar conditions and it is 
possible for a considerable proportion Of these small/marginal faI'lllel'l to 
attain viability. The All India Rural Credit Review Committee, there-
fore, recommended the establishment of SmaU Farmers Development Agen-
cies (SFDA) and the Marginal Farmers and Agricultural Labourers 
(MFAL) Agencies. The schemes were included in the Central Sector in 
the Fourth Five Year Plan (1974-78) with the specific objcctive of ame-
liorating the economic condition of small/marginal farmers and agricultural 
labourers in the 'Country and to bring them into the mainstream of economic 

~  The schemes were j'ntroduccd gradually on a pilot basis 
from 1970-71 onwards in selected areas of the country. 

1.3 While the main objective of the SFDA was to ensure viability of 
tht potentially viable farmers, MF AL Development Agencies aimed at in-
creasiag participants' employment opportunities and improving their in-
~  levels. The Government of India issued guidelines from time to 
time regarding the criteria that may he adopted and the proccdureJ which 
may be foHowed for identification purposes. In the Fourth Five Year Plan, 
46 A,encies relating to SFDA and 41 Agencies relating to MFAL i.e. 87 
Agencies in all were' established. The major responsibilitic!> of these Agen-
cies'Were to identif,Y the participants, investigate their problems, formulate 
ecollomic programmes for providing gainful employment to the partici-
pants and to evolve adequate institutional financial and administrative 
arranl!ements for implementing various programmes. 

1.4 From Fifth Five Year Plan, SFDAs and MFALs were merged and 
made composite Small Farmers Development Agencies. The programme 
was extended tg cover 168 agency areas including the projects contiAuing 
froIa the Fourth Plan. Tbese projects are composite ones covering small 
ad '1Ilarginat farmerS as well as ~  labourers. 

(I) 
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1.5 In 1978-79 a new programme of Integrated Rural Development 
was launched. The strategy adopted in the programme is s.tated to be 
based on the experience gained. in the formu1at¥>n and implementation of 
the va.rk>us ~ programmes for development of the rural ~  and the 
uplift of the rural poor. 

(b) Criteria for selection of projects 

1.6 The following criteria were laid down for the selection of areas far 
these projects: 

SF DA Projects: . 
~ ~  

1. There should be adequate number of ~  !)otentiaUy, 'KiBble 
farmers needing assistance in the urea; 

2. The infrastructure of cooperatives and the Central ~  
Banks and Land Developme<.ntBanks should be.. fairly, s.ttbitg. 
and capable of undertaking the credit operations ~  and 

,  , "I "_ 

3. Either surface irrigation 01' groundwater potential shou1!" be 
available in the area. 

MF AL Projects: 

(a) 

(b) 

(c) 

Agricultural labourers and marginal farmers should ,be pre-
dominant in the area; 

The area should have access to an urban centre or developed 
or deve1opingconsuming centre whieh has a potentral to pr0-
vide off-season employment to participants and/or could pro-
vide a profitable market for products like milk, eggs, 'poultry, 
fish etc. whose production is to be intensified in the area.; 

Some backward/tribal areas and areas near forest/mining 
Centres could also be selected.' In these areas additional em-
ployment and income could be generated by promotingcoBec-
tion, ~ and marketing of minor forest produce timber 
felling, quarrymg, bee-keeping, animal husbandry and poultry 
activities, fishery etc; 

(d) An infrastructure of institutional agencies like cooperatives is 
available or could be developed in the area so that the partici-
pants in the project could be grouped for joint activities; 

(e) The area should be located in one district or in a contiJUous 
area spread over more tban one di5trict, but capable of being 
handled conveniently as a single administrative unit. _ 

1. 7 The State Governments were requested to suggest the pmjects 
kWiD& the above criteria in view which were considmed by the Secre-
taries Committee, when the State Government representatives were,.aIso 
present. 
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1.8 The criteripn for selection of new Districts in the Fifth Five Year 
PJa_n was .the concentration oX SF /MF / AL as also the suitability Of tho area 
for the implementation of the special livestock programme recommended 
by the National Commission on Agricul,ture.· Such of the Districts which 
were to be substantially c(1Vered under the DP AP and CAD which were also 
ewected to cover SF /MF and provide assistance by way of subsidy etc. 
were excluded &0 as to avoid dUp'lication of effort. Each ~  was to 
be confincd to a revenue district.' A tentative selection of districts was 
made by the Govt. of India with reference to the above principles. The 
projects were finally approved by the Central Sanctioning Committee in 
which the representatives of the State GovemmJmt concerned were also 
~  
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2.2 Explaining the reasons for shortfall in financial terms the M4UstrY 
have stated : '  -

"1be outlay for the scheme as a whole works out to about Ri>. 364 
crores from 1970-71 to 1979-80. Agajnst this the actual 
release!; including the State's share fOr 1979-80 amounted to 
Rs. 236.79 crores. The amount utilised works ou(to Rs. 231.64 
crores. 'This represents utilisation of 64% of the outlay and 
98 % of the. ~  actually released. Taking into aCCouDt the 
fact that tblS IS the first scheme of this tyPe addressed to the 
increase in the income of individual beneficiaries and the infra-
structural and other constraints like credit, the shortfall does 
not appear to be much. However, there have been shortfalls in 
particular sectors which vary from district to district. This is 
because of the non-materialisation of the expected infrastruc-
tural support, backward and forward linkages and constraints 
of credit which could not be anticipated 'while drawing up the 
project report." 

2.3 The Committee were informed during evidence that to :;t.art with 87 
Agencies (46 SFDAs' and 41 MFAL Agencies) were established in the 
Fourth Five Year PJan. The number had risen to 168 when the programme 
was replaced by the Integrated Rural Development Programme. The 
budgeting was. (iI;' Rs. 1.5 crores per SFDA and Rs. I ClOre pcr MFAL 
Agency'. On that basis the total outlay worked out to Rs. 364 crores during 
ten years tenure of the programme. The Committee pointed out that the 
allocation of Rs. 364 crores ~ spread over a period of ten years and thus 
the average allocation was only Rs. 36 crOTes per annum. The amount 
released was sti111ess being only Rs. 236.79 crores while that actually utilised 
was Rs. 231.64 crores i.e. only 64% of the proposed outlay. The Secre-
~  Ministry of Rural Development explained : 

"It was an innovative programme. For the first time programme of 
this type was launched. We had the problems of identification, 
taking applications, taking them to the bank, financial assistance, 
etc. Our releases were tied up with the cooperatives. At that 
time cooperative banlc:s were more in the fiold. There was the 
limited availability of funds from the nationalised banking sec-
tor. Naturally we could not make use of our subsidy, 

There are shortcomings on our side also-tbat the staft took: 
time for identification of the beneficiaries. Sometimes the admi-
nistrative set up in the District was not very strong in the sense 
that they did not provide adequate facilities to the S.P.D.A. 
The S.F.D.A. was controlled by some Department and Block 
Development Administration was controlled by' some other 
department Frequent transfers, inadequacy of staff, lack of 
orientation of the Government officials themselves to help the 
poor were there. As I said. most of us come from the city. We 
do not know the problems of. poverty. Even today when we 
are implementing IRD Programme we are find1ng that t1ds iI a 
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big stumbling block both on the Government side and the non-
o.fticial side. The total commitment to help the poor is not in 
fact there. These are the factors wbichJed to Don-utilisation of 
full allocation. 

Many agencies were not released the amount until we got 
full data, Money was released when we got full utilisation 
report. 

In ~  they do not have strong accounting! division. I 
control 400 agencies. The whole Ministry has only five men. 
We economise on the wrong thing. Our programme is to invest 
Rs. 1500 croresof Government money by 1985 and Rs. 3000 
crores are to be provided by the banking sector. Rs. 4,500 
crores are being looked after by five men." 

2.4 He added : 

"Another important point which J would like to submit before you 
and to get your support ic; that there is no unified control so far 
as this programme is concerned. In the States, the rural deve-
lopment is being handled by some Department the DRDAs by 
some other Department and the BDOs are controlled by the 
third Department. We have been telling them that this is not 
the way to implement the poverty amelioration programme. 
IRDP is one single poverty amelioration programme which 
needs so much of money and so much of effort. Unless they 
have a proper administrative set up in the States, it wru be 
difficult to implement it. For monitoring, there has to be a 
strong administration at the district level and at the block level, 
more so at the district level. The DRDA must control the 
block development agencies. In more than 50 per cent of the 
States, this is not the case. These agencies are with different 
departments of the State Government." 

2.5 The Committee pointed out that,on the basis of funds provided and 
the number of participant families benefited under the programme, the 
average amount come to roughly Rs. 800/-per family. Asked whether with 
s.uch a meagre amount it would be possible to bring the participants above 
the poverty line, the Secretary, Ministry of Rural Development replied : 

"In fact this is what we ·have been emphasizing that our assistance 
and the assistance from the institutional finance should be such 
or so much that the man really comes above the poverty line. 
It is no use distributing Rs. 200 or Rs. 300. That will not 
solve the problem of poverty. If we have to solve the poverty 
problem on a ~  basis, then some minimum investment 
is I\ecessarv and according to Our figures, ·it should be around 
Rs. 5000-6000 and not Rs. 400 or 500; You have very cor-
rectly ~  !hat this is very inadequate and it is riot going 
to solve poverly problem c:i these families. Now ther>:.. is con-
siderable improvement. The subsidy alone is raised to Rs. 800 
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~ family._ If we. doubJo that amount from the banking sector 
It comes to &s. 1600 IlQd so it would beRs. 2400. I would 
like it to reach a level of Rs. 5000· if we want to lift a family 
above the poverty line." 

, 2.6 ~  the Sixth Five Year Plan, Government proposes to imeat a 
8um of Rs. 4500 crores-Rs. 1500 crores from Government subsidy and 
Rs: 3.000 crores from ~  on ~  Development under the Programme. 
In this context, the Conuruttce desned to know the performance during the 
fil'll1 year of the Sixth plan i.e. 1980-81. In reply, a representative of the 
Planning Commission stated during evidence : 

"In 1980-81, we have SFDA and MFAL programmes also working 
side by side. Only from October 1980, the IRDP was extended 
to all the blocks in the country. The information we have for 
1980-81 takes into account the combination of SFDA and IRDP. 
On this basis the number of beneficiaries assisted in 1980-81 
was about 2.7 million with reported expenditure of subsidy of an 
amount of Rs. 127 crores. The total term loans disbursed 
through commercial ~  and cooperative societies in 1980-81 
are Rs. 199 crores. Central share of subsidy was'Rs. 82.58 
crores which was to be matched by an equal amount by the State 
Governmen.ts. The total subsidy actually utilised would be 
Rs. -150.45 crores. There was some excess of central ,hare. 
The total tenn Joan comes to Rs. 199 crores." 

2.7 Asked about the performance during the year 1981-82 the Ministry 
of Rural Development in a note subsequently furnished to the Committee. 
stated that upto 31 January 1982 the utilisation was Rs. 100 crores out of 
the allocation of Rs. 300 crores whereas the Central releases had been 
Ri. ~  crores. Term credit mobilised was Rs. 163.70 crores and the 
numbe.r of beneficiaries assisted 10.45 lakhs. The Committee enquired 
whether it would be possible to achieve the ~  set for Sixth Five Year 
Plan in tenns of financial aSsistance. The Secretary, Ministry of Rural 
Development stated : 

"No,' That question docs not arise. We may be able to achieve 
the target in respect of the number of beneficiaries. They wilt 
be 30 lakhs. It ·tJS not been possible unfortunately to he able 
to give the dues of crodit which should be given to a famDy. 
According to our estimates, a fariuly must be given Rs. 4,000 to 
Rs. 5,000 of subsidy and loan amount so that the family rises 
above the poverty line. We ar.e not given the full dose of assist-
ance. The dose is very much ~  than what we should ~  
with the result we are able at present to Rive only Rs. 600/-
to RS. 700/-per beneficiary. But here the reason is that the 
full dose of assistance is not being given. We have heen 
impressing upon the State Governments the fact that this assist-
ance does not serve the purpose of the ~  The full 
dose shOuld be given so that the family really rises above the 
l)overty )jne. ~ to the targd( that has been laid dO'Wll 
in the Plan, the .institutional assistance must be at a level of 
Rs. 600 crores. Last year, we reached a level of lb. 200 crof.el. 
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This was during ~  Therefore, we are very much below 
the target that has been laid down in the Sixth Plan. We must 
reach a level of Rs. 600 crores.  As I suggested during tbe Jut 
discussion, this has to be the level of institutional finance by the 
cooperative sector and by the commercial sector. This ~  we 
will reach a level of Rs. 300 crores." 

CrediJ Facilities 

2.8 The Evaluation Study conducted by the Progra.mme Evaluation 
Organisation of the Planning Commission brings out the fact that lead 

~ took leading part only in nine of thc Project areas covered and in tlw 
rest they either did not advance any loan or played an insignificant role. 
Poor loaning by banks was duc to their cautious approach, lack of adequate 
staff and insufficient delegation of powers. It was envjsaged that Govern-
ment outlays in each Project area would stimulate flow of institutional 
credit to smalljrnarginalfarmers to the extent of 3 to 4 times but 41 % of 
the Projects could not come up to this expectation. The Study further 
points out that agricultural labourers have been almost tot'aUy neglected in 
the matter of credit. Their share in total loans advanced till 1973-74 was 
only about 1 % . Asked in this context. the Secretary, Ministry of Rural 
Development stated in evidence. 

"Our aim is to help the poorest among the poor. For marginal 
farmer and landless, it is 33 1/3 per cent subsidy. Small 
farmer gets 25 % subsidy. 66 per cent comes from banking 
sector. Banks have to play their role. Upto Rs. 5,000 no 
security is necessary. They give Rs. 5,000 as loan. We give 
our subsidy; one third. So, with 7 ,or 8 thousand to invest, a 
family comes above the poverty line." 

2.9 The Committee pointed out that in actual practice it was seen that 
:no loans were given by the banks without security. The witness stated : 

"Upto Rs. 5,000 he need not give any security ...... Instructions 
have been issued by the Reserve Bank that upto Rs. 5,000/-
loan no security is necessary." 

2.10 Elaborating further, the witness stated : 

" . . . . The farmer has to be identified by the agency. Our target is to 
identify 600 families in the Block every year. He has to be 
identiftedby the BOO. It the BDO prepaNs the application 
and takes it to the bank. the farmer is supposed to get a loan. 
But it is also our experience that though the instructions are 
there, these are not being implemented fully and. that is why 
repeatedly we have been taking up the matter with -the Reserve 
Bank of India. We teU them that although they have issued 
instructions, the Branch Managers do not give IoaQs. Only 
twenty days ago we had a meeting in the Planning Commission 
organIsed by the Finance Ministry in which the· Governor of 
the ~  Bank was present, all Chief ~ of Bank 
were present and on behalf of my Ministry I placed before them 
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all these problems which you! have just now mentioned that al-
~ the instruCtions are there, even then poor farmers are 

reqUited to give securities and. guarantees." 

2.11  During further evidence on the subject, the Additional Secretary, 
Department of Economic Aftairs (Banking Division) stated: 

" .... I can say that-there is no shortage of bank finance. There are 
several bottlenecks which need to be removed. Then there are 
certain drawbacks and deficiencies which we have to overcome in 
order to ensure flow of credit in the coming years. But mere Bow 
of credit will not help the lot of the poor. We hope with the subsidy 
which is provided by the State Governments or the Central Govern-
ment and bank credit, we should be able to raise the level of income 
and the capacity of the borrowers to repay the loans. For this, a 
lot of spade work is required. <:rcdit has to be ~ against the 
viable schemes which have been chosen properly and we have to 
take care to see· that the beneficiaries really beJiefit from these 
schemes. The difficulties arc of a practical nature. For instance, we 
have noted that a number of milch cattle schemes have been chosen 
in several districts of the country on a large. scale. The monc},! has 
been sanctioned and earmarked. The schemes have also been sanc-
tioned, but if the cattle are not available, the beneficiaries cannot p,ct 
benefit from the facilities available, and it does not help the benefi-
ciaries in any manner. We have recently held a meeting with the 
Chief Executive of the various banks; and after the meeting, the 
Reserve Bank has issued a circular. While the instructions are there, 
we· have tried to lay down the ~  for being fol1owed by the 
agencies concerned. You have referred in thi1i para to the number 
of schemes which could Dot be executed as the institutionalloao could 
not be arranged. That break up is not readily available with the 
banking system. and it ~ very difficult to callout this relevant infor-
mation. We have carried out sample surveys and in the course of 
these surveys, certain deficiencies have come to our notices. There 
has been, in fact, in many cases, insistence on security, even 
though the RBI's instructions are quite clear. Those instructions 
are not followed. The reason is that there is a fear in the minds 
of the bank people that in case a particular loan is not re-paid, 
then the concerned m..n may be pulled up. In the past, banks 
bad been security conscious all through. Now they are expected 
to provide credit against vi.able schemes and not against the security 
of the borrowers. They do not distinguish very clearly between 
the two, they prefer security of the borrowers to viable schemes, 
and it is here what we are interested at the Government level and 
the RB level is that the schemes should be viable-if the 
"'schemes are viable, Ute poor beneficiaries can benefit from the 
schemes. His capacity to earn, to improve his standard of livin.g 
anI! to repay the loan wilt definitely improve. Whereas if it IS 
secUrity we have to auction his land or assets. whatever they are. 
That does not help at aU. The atti.tude in the ~ has ~ change. 
It is very important. . We have laId down certam UlStruCtlOns that 
periodicatly the Branch Manager will submit. to the development 
officer a statement of the subsi4y which they might have received 
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in the savings account and the amount of .subsidy adjusted or which 
needs to be refunded so that the BOOs are aware ·of the devel0p-
ment programmes· in which subsidy has been  utilised for the bene-
fit, of the beneficiaries and the extent it remains unutitised and 
requires to be refunded." 

2.12 The Committee enquired whether an \lniform application form 
hadbecn prescribed by all the banks for loans upto Rs. 5000. The Exe-
cutive Director, Reserve.Bank of India stated : 

"We have prescribed uniform application forms. But when we did 
a sample survey, we found t)lat they are not being adhered to in 
all the banks. That is why, we have issued fresh instructions. Our 
Deputy Govornor had addressed the Chairman of .all banks, after 
a high level ~ held in November, We issued a detailed cir-
cular again reiteratlOg the same point .... " 

2.13 The Committee desired to know the reasons for the instructions 
not being followed by the banks in this regard. The witness' stated: 

........ there are variety of reasons. It very much depends on the 
viability of the scheme in the opinion of the bank manager. The 
device which WI}. are using is partly an educational process and 
partly instructional precess. We have now got the system. 'of -dis-
t.rict credit plan. A first round of distrkt plan was attempt44 in 
70's after the review was taken on the basis of 1eadbank 
scheme." 

2.14 He added : 

"What happens is that the Qld tradition of security oriented loan-
ing makes an apprehension about the viability of the scheme. But 
we are repeatedly telling the 'banks at different levels that there 
JTlust be no ambiguity about this particular aspect. We issued 
our instructions to the head aftice of the banks and each head 
office of the banks issued guidelines to their branches. ,. 

2.15 The ColDl1)i.ttIee enquired whdher considering the rise in prices, 
the ceffing mRs. 5000 ·for granting loans Ito .osmaU and marginal farmers 
and agricultural labourers without insisting on security was not onfhc 
low side and insufficient to meet the economic needs of these people. The 
witnessrcplied : 

"This was fixed at a particular stage. Even at that stage. for 
certain other fields a higher limit was fixed. For ex.ample, for 
artisen activities which were unrelated to agriculture we have said 
that the security should not be asked for. That is upto Rs. 25,000 
security should not be asked for. For agriculture and land-based 
activities, if securities can be asked for amounts ex.ceeding Rs. 
5,000/-it can be done. It can be examined wbetne>r the limit can 
be altered to Rs. 7,500/-taking into consideration the conditions 
obtaining in 1918 and 1982.1 recogt'lise that there has been 
price increase, but we have also to take into account what per-
centage of . loans it wilt cover.'" 

2-141LSS/82 ' 



2.16 Elaborating the point further, the Additional Secretary ~ 
:men.t of Ecooomic Affairs ~ : ' 

"Our experience about recovery of loans' is somewhat unhappy. 
There can be genuine reasons wby recoveries are poor. We hiVe 
State-wise-figures of recovery. The default is between 65% and 
75%. State Governments and Central Government are keen to 
recover as much as possible. But there are diJliculties. In fact, 
current loans have been recovered much better than those disbursed 
several years ago. The climate for recovery has to improve, and 
the funds whiCh the banking system has, should be ;made available 
f9l" re-cycling. If these co.nditions are satisfied, we can undertake 
the liberalisation of some of the norms. But by merely doing 
so,we will not MCCSsarilyimprove matters. There is a fear in the 
mind of the bank manager that if he lends to some borrowers and 
they do not return the money, he himself will be taken to task. 
Government has undertaken a certain amount of risk deliberately 
and consciously. They are prepared to take the risk by lending 
to poor people. But we cannot live with a situation in which 
about 75% of the loan remains llnrecovered for!} number of 
years." 

2.17 The Committee desired to be furnished data regarding the loans 
actually disbursed by the various banks  under the scheme in each State. 
In reply, the Secretary, Ministry of Rural Development stated : 

"That is our demand also. We asked the banks to tell us the 
Dumber of Joans sanctioned by them at the Block level. IDtherto, 
they were withholding this information. Btlt on 10 December, 
they have issued instructions. Every month the bank manager will 
give a report to the BOO indicating the number of applications 
received, number sanctioned and the amount. It was not being 
given earlier." ' 

2.18 Sharing the Committee's apprehensions that there were problems 
at the lower 1evel, in the banking institutions in implementing the instruc-
tions of the Government of India and the Reserve Bank in this regard, the 
witness deposed : 

"There is no proper orientation. Some people do not know about 
the problems of the poor people. They come from a different 
level" , 

2,19 Asked whether any thought had been given to bring about a 
change in the very concept of credit-worthiness. the witness stated 

.... , . certain developments have ta.ken place in some' States which 
bave given a set-back to such a progressive outlook on lending. 
Some States have said : No more recoveries to be made." 

2.20 GivinR his suggestions to bring abOut improvement in the func-
tioning of credit institutions and accetorating the pace of institutlollal 
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leltdiDg to rural poor, a ~ of the Planning Commislion 
stated : 

"A§ far as PBO's evaluation is concerned, two factors have been 
brought in the evaluation report. The level of institutional 

~ in the project areas recorded more than eight-fold in-
crease. The volume rose from Rs. 3.92 crores in 1970-71 to as 
much as Rs. 33.69 crores in tho year .1973-74. The loan 
advanced by credit institutions. accounted for as much as 78% 
of the total credit. But this is only a partial picture. In 1980-
81, for the IRDP programme, the total term lending was 
Rs. 200 crores. We should not also overlook the very big 
change that has occurred in the overall lending of the banking 
sector {or a new section of borrowers. If the movemont is in 
the right direction, it should and can move faster in that direc-
tion. What we sug2CStJ is that at the branch manap level. the 
performance of branch ~  should be evaluated not with 
reference to total lending or bigger accounts that ho bas, but 
with reference to the number of pOor people of weaker sections 
to whom loans have been given. This should be relevant for 
his promotion and his future increments. 

Secondly, we haNe said that the regional rural banks, which 
are structured specially only to take care of the weaker sections, 
should also be expanded. . The Sixth Plan provides for regional 
rural banks. Thirdly, we have suggested that all the commer-
cial bank staff in the rural branches should get a clear orienta-
tion towards the weaker sections in the kind of anti-poverty 
programmes which we have. Lastly, the Reserve Bank of India 
itself appointed a high-level committee, about 18 months ago, 
to look into the credit arrangements for agriculture and rural 
development, under the chairmanship of Shri B. Sivaramall. 
This Committee recommended that credit should not be given 
with reference to the credit-worthiness of individuals, but· with 
reference to the viability of the projects proposed for those indi-
viduals, particularly in the context of rural development. This 
report has been with the Reserve Bank and it has accepted it. 
Of course, this is not answering the whole qu.estion. It is one 
thing for the people at the higher level to accept this proposal 
and it is another tru,ng to translate it into act jon at the field' 
level. Our effor.t it to see that what is accepted at the higher 
level is tcamlated into practice by the branch offices in the rural 
areas so that every branch manager goes to work in the rural 
area with referen.co to the viability of projects and not with refe-
rence to the conventional criteria of the security of the loan. 
We are movin2 in that direction. We are supporting the Minis-
try of Rural Reconstruction in their efforts. . . . .. There is a 
Committee to review the credit arran$tements for his prog-
ramme, under the Chainnanship of the Member-Secretary of the 
Planning Commission, where the Secretary, Rural Reconstruc-
tions is a member and the Joint Secretary is the convener. The 
DeP\lty Governor of the Reserve Bank is a member of the Com-
mittee. It has been constituted to look into the credit problems 
of the anti-poverty programmes. This Committee has met ~ 



ready, identified the probJcm& andrecommendatiWli are ~ 
made .. They are being translated into circulars to various Nab 
and the regional offices of the banks. 

lois problem is two-fold; it is not merely a Question of credit 
but also a question Of the efficiency with which individual pro-
jects are formUlated in ha:nkabJe tenos, There ~  also be 
supporting servict..'"S wh.ichwill enable the borrQwcr to make \lie 
of those ~  Every bank has to reorient i!s practices and 
polici.e1! to meet the credit requirements of the weakec sections. 
Weare moving in both directions." 

2.21 The Committee drew the attention of the witness to the obs«-
vatioRs made in the Evaluation &tudy ot.the Planning Commission to the 
ellect dlat "Agricultural Jabou.rers have been almost totally ~  in 
tho '-.tter of credit. Their share in tho total loans advanced tnt 1973,.74 
was on4y about one per cent" and desired to know. the latest figures. The 
Secretary, Ministry of Rural Do¥eI.opmont statr.d :  . 

"I do not have now but I will furnish the figures (still awaited). 
It will not be more than five to six per cent il¥lbfding the arti-
sans. It is very minimal. Hardly anything has been dono for 
agricultural labour." 

2.2.2 'The Committee enquired about the steps devised by the Govern-
moat 41IIiDg the Sixth Plan to . hdp the rural poor ,who do not own any 
Iud or otber resoun:es. The witness replied : 

"This has been given consideration at a very high level in the 
. Planning Commission. It is the objccttve 01 l.R.D ~  

to help the weaker section. The banks have a tarFt of lendmg 
40% to the priOrity sectors including apiculture. 40% of 40% 
i.e. 16% Wll1 go to the agric:ultule. sector. This has been 
accepted by the Banka. We' are going in this directidn. The 
Reserve Bank has been telling us to link our developm.ent plans 
with the District ·Credit Plan because we know the needs of the 
poor people and this' purpose can be achieved while we draw 
up the District Credit Plan. This attempt has been made 
through the lead banks. and tho rural development agencies have 
been set up to implement this programme. We have had meet-
ings to bring out underStanding with the State Governments. 
District agencies would be geared to prepare plans for landing 
to the weaker sections. 

A great deal has to be done to ro-oricn1 banking practice for 
providing easier credit to the weaker section. Rs. 200 crores were 
given in 1980-81. We have. target of lending over the Sixth Plan 
Rs. 3000 Cr0re5. We hope 1eriding will improve fW100r to the 
current year and the succeeding years.-' 

2.23 The Secretary, Ministry of Rural Development added : 

. "There is a move in the direction .... but it hali to be much faster. 
We have reached the level of Rs. 200 crOTeS when. the tinaacing 
should have been of the order of Rs. 600 crores. We wiU be 
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finishing the second year of the Sixth Plan in another three 
months. We are left with three years of tbe Sixth Plan. Un-
less there i& big jump; they will not be able to fiD in the gap 
which has been left behind. 

I would not like to blame banking sector. There is inadequacy 
on the administrative side also. This will be remOved as early as 
possible. 

2.24 He further added : 

"From October, 1980 we covered the entire country by the 
.Integrated Rural Development Programme. But we changed the 
name of Small Farmcn> Development Agency into the District 
Rural Development Agency. Since the name was the Small 
Farmer!\ Development Agency it was only concerned with the 
small and marginal farmers. The landless labourers bad no 
place in the programme .. Therefore, a change in the name was 
probably thought of and we came to the conclusion that the 
rural development was a better name. Some people said, 
'Rural Development means total development of the rural area' 
But our Ministry is primarily concerned· with the ·amelioration 
of the rural poverty and rural poor. 

Now there shall be a radical change in the DRDA consti-
tution. The MPs and the MLAs would be there in the govern-
ing body to provide guidelines on the poverty amelioration 
programme. We are making efforts to make it more effective 
and still there is a lot to be done." 

2.25 In the context of the growing rural indebtedness and decrease in 
the size of land holdings particularly among the small and marginal farmers 
VU+V;"f capabilities of banking sector to finance schemes of rural uplift, the 
~  desired to know the approach of the banking sector to solve these 
pre1!lkmll. 

2.2fi The Additional Secretary. Department of Economic Affairs 
deposed: 

"I share your anxiety and J a·1so agree that credit can play :.l very 
important part. We have tho power to improve their lot. But 
I submit to theCommiuee that disbursal of tbe ct:eWt is not g0-
ing to help. r am trying to be a little frank because there is no 
point in not being frank in these matters. Banks may disburse 
the loans and achieve ftnancial targets without much difficulty. 
And here there is a distinction between what the banks are re-
quired to do and what the State Governments have to do, State 
Governments have to disburse subsidy. This is linked with the 
bank credit to ,be given to a particular ~  which is due 
for recovery or which becomes due for recovery. What is im-
portant from the bank's point of view is that in the first place 
the scheme which is to be! financed as a result of the two ele-
ments, that is, spbsidy and bank credtt, should be a viable 
schet:ne and it should enable the borrower to improve his econo-
mic condition. Because, achidviDg fina.ncial targets is oDe thing 
and achievinR results is anathet thing. The crux'_of the ~  
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lies here that we are still in the process of improving our e&a*bi-
lilies to identify viable schemes, to work out the backward aDd 
needy areas, and to press for the disbursal of the amounta and 
to monitor the utilisation of credit after the disbursal of amount 
has taken place. There is pre-sanction security and post-sanc-
tion follow up, this is as important as anything else. The banks 
have to an extent failed in that respect. They have to work in 
close cooperation with State agencies. To an extent such agen-
cies have also failed in this regard. The stress has been-it is· 
again a hangover of the ~ achieving financial targets. 
This is nol going to help us very much. My submjjsioo is, our 
major responsibility is to fint identify aU borrowers and then 
formulation 0{ economic programmes of . gainful· employment 
and proper tie up of all administrative  measures for the dnple-
mentation of these schemes; coordination between the banD and 
State agencies including DRDAs and periodical· rcwicw at the 
district level j'ointly by the State agencies and the banks and all 
pcoblems between the banks and the State agencies must be 
discussed threadbare and solutions found. Those matters which 
are of an unpredictable nature or which are complicated can be 
referred to State level Committees which we have ~  up. Un-
fortunately these State level coordination committees in many 
Stale have not met or met after lor,tg intervals. Even at the dis-
trict level the committees had not met as often as they should. 
Now, these are the areas where we can ~ about better co-
ordination, better understanding and better cohesion in the 
whole scheme of our operations. We have achieved very little, 
and I would not like to hide this from this Committee. that the 
reporting system of the banks also is not. as efficient ft." it should 
be. I do not want to burden this Committee with detailed in-
formation about profonnae and fOOlls, etc., etc. But even the 
forms prescribed by Reserve Bank of India are not being 
used ...... This information should flow from the bra.acltes at 
least at the district level-within a quarter or less than a quarter 
-so that the progress can be ~ and watched. And our re-
porting system is' deficient in that respect. 

Then, apart fros;n anything else, orientation of the staff both 
in thc State ag<..nciesand banks has to be changed. For that 
periodical seminars and. workshops and training prcwammes 
have to be undertaken so that they can try to understand tI1C 
compulsions of Government and the nation. People will not 
wait for Government age'nCies to wake up and become respon-
sive to the needs of the people. 

Then, apart from that the procedural aspects also need atten-
tion. Application forms haive been simplified. The norms 
regarding security have been laid down by the Reserve Bank of 
India. But in spite of these instructions which have beeft lsaued 
and directions which have been given frolJl time to time they 
are not being fully followed. So this requires VigorOUi inapec-
tions by rcwonal officers, zonal officers, surprise visits at the 
branchell and erring employees whether in the banks or in the 
State Governments have to be taken to task. 



17 

Thel1J in order that the Central Government, tho Reser.vo Bank 
~ India and others come to know whai is happening: in the field 
selective studies are required for ~  bank. And theso studies need 
to Qe> shared with all agencies concerned. They are not in the nature 
of being critical of any other agency. They are in the nature of be-
ing educative and illuminative,and we can draw lessons from these 
studies. These are some of the essential ~ which require at.f.cn.. 
tion. The task is herculian. We have to achieve the targets which 
we have laid down {o( ourselves. We will have to put in a massive 
efforts. But I would like to mention a word of caution: that we 
should not be satisfied by achieving mere financial targets. We 
should lay greater stress and for that wo should not spare Wly offort 
on financing viable and properly worked out schemes. Because in 
the end, success of these ~  alone will help the borrowers and 
help the system. That is my submission." 

2 ·27 The Small Farmers Development Ageacies (SFDAo;) aud tho 
Marginal  Farmers and Agricultural Labourers Agencies (MF ALs) were set 
up iD the Fourth File Year Plan with the specific objective of IIImelioratiai 
the ecoHmlc conditions of small/marginsl farmers and agricultural labourer, 
. and to briDg them into the mainstream of economic development. Tbe schemei 
were introduced gradually on a pilot basis from 1970-71 onwards in selected 
areas of the country. While the main objective of the SFDAs was to euure,' 
viability of potentially viable farmers, MFAL DeVelopment Agencies aimed at 
increasing participants' employment opportunities aDd improving their income 
levels. The agencies were registered as societies under the Societies Regis-
tration Act and were eutrusted with the responsibiUt)' of identifying tbe parti-
cipants, investigating into their problems, formuiatiDe economic programme.i 
for providIDg gainful employment to them and also or evolving adeqllate institu-
tional, finaDdaI and administrative arrangements for impiementJag various 
proeraDlD1eS. In October, 1980, the programme ". replaced by • nt'w ODe 
known as laetegrated Rural Development Programmes (lRDP). 

1·18 The Committee find that as agaiust tile projected outlay of lb. 
360 crorts on the SFLA/MF AL ageaeieS during the period 1970-71 to 1970·fk) 
(at the rate of RI. 1 ,5 Clores for each SFI,A and Rs.l Clore for each MFAL 
agency), the actual releases amounted to Rs. 236 ·18 ecores and the amount 
utUfsed was Rs. 231·64 crorcs. This represents a shortfall of as much as 
·36% a,ainst the outlay on these schemes. Practically aU the State/Union 
Territories faUed to utUise the outlay earmarked for tbem. The perform.anee 
of four States viz. Assam, Bihar J & K and Karnataka was noticeably poGf. 
Tbeministry have explained that the shortfalls were due to Don·materlallsa· 
·tion of the expected infrastrllctural support, back"ard and forward linkages 
.and cODStraints of credit which coald not be anticipated while drawing up the 
project Reports. Lack of unified administrative coatroJ, frequent transfers. 
(jnadequacy of statl', lack of orientation of the Government officials were some 
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.01 the odIer specific slldl'teoM.ings "hleh halllfel'ed tbe proper implementa-
'dOl of the proarsmme. 

2 ,29 In their 90tb Report 00 Food for work Programme, the COIBIbittee 
11a\'t draw. attention to tile imperative need to streogthen the administrative 
infrastructure at the block and district levels aad to tDS01'e tIlat the staft' ea-
trusted with tbe respoaatlNJityof executiDg such iaBOvatlve progr ..... es are-
adequatelY trained and oriented for the respoDsiblllties to be .uldere' 
by them. 

2,30 The Committee find tI.at the emphasis so far has been more 011 
achieving the ftnancia) tartets ratber than on streamJinJllg tbe administratJn 
illfrastructure, reorienting the attitude of both the administrative and bak-
iog institutions aad drawiDg up viable schemes based on the Celt needs of the 
rural poor. The result lias been that the lot of tht' rural poor has hardly 
improved, 

2,31 'fhe Committee have been informed that with effect'fron) 1 April 
1979 the funding of tbe SFLA programme is shared wltb State Governmellt 
on 50 : 50 basis and that the block level planning has been made appUcable to 
SFL.\s also. The representative of the Ministry, bowever, lamenteel before 
fhtCommittee tbat there was still no uniOed control 10 the States over the 
various programmes of rural development. In more than 50 ~ of the States 
the SFI.AjM}'AI, agencies (now District Rural Development Agencies) were 
controlled by departments other than those which controlled the Block Denlop-
ment administration which itself was stated to be indfsarray arter the discon-
tinuance of tbe schematic baelget at the end oC the Third Five Year Plan. It 
has now been decided by tile Central Government to provide matchinl assis-
tance for strengthening the block machinery. 

2,32 The Committee regret to observe that it has not so far been possible 
to prfWide an integrated structure from the blocks to the State level for imple-
mentation of the various 1111'11 development scbemes.lauacbed by the Central 
aDd State Govermnents. The Committee need hardly emphasise that a verti-
cany integrated administntivestructure alone can ensure speedy andelfective 
itliplementation or 88eh Innontivc sch'emes, keep the staff costs within Hmtts 
and facilitate monitoring. 

2 ·33 As the States are DOW required to provide figaoces for the 
prolfaDUDe on a sharing basis, the Committee expect that effective steps 
would be taken without deJay to reorganise the aelministrative set up at tbe' 
Districts/block level so as to achie\'e the stated objectives. 

2,34 The total iMtihitional ftnaDce for the SFLAjMFAL .,eudes by 
tbe coopt.rad,e sector ... the commercial lector was of theorAier or as. 200 
crores in t,..81nel is expectedtCt rneh a le,e) ofRs. 300 croftS I. 1981-82. 
The CollUllittee ftndthat 8It ISSistallCe ftnderedlmOUlttS to GIlly RI. 600 to 
819. 700 per bneIclary Wldell'ls totally i.adequate. It hat been rec:oewhe4 that 
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'ifamUy'mnst be given atleast 15. 4000-~ by way of IUllsidy aacllean 
.meant to eDaltie it to rise Uove the poverty Uae. Cousiderln. the 
performance so far, the Sixth Plaa target of Rs. ~ erores (i. e. Rs. 689 
0'OI'eS per annum) would therefore appear to be very diftiealt to achieve aa1ess 
a Massive eJrort is made ,.,ithout delay to dear the bottlenecks impedhll 
tlae flow of institutional thlanees to the r .... al sector. 

2 . 3!' The Committee DOte with deep concern tllat in the matter of 
providing institutional credit, the agricultural labour have had a very raw deal 

so far. Their share in the total loans advanced till 1973-74 wa5 only about 1 ~~  

Latest Ilgures iu this regardhne DOt Heamade anilable to tbe Committee. 
The Secretary. Ministry of Rural DevelopmeBt. however, .dmitted that "hardly 
, alt)1hing has bee .. done for agricuJturalla.bour.' The Committee would &rle 

tbat earnest efforts should be made hereafter to redlfy this situation. The 
Committee would like to be apprised of the specific steps taken in this regard. 

2·36 The Committee "ere assured during evidence that there was no 
shortage of bank finanC<'. However. certain problems ,.,hicla needed to .e 

tackled were: (i) lack of viable.schemes which would ensure that the ~ 

ficillries really benellt from such schemes; (ii) reorientadon of the attitude or 
the financial institutions in the matter of helping the rural poor and (iii) need 
(or ("hanging the coucept of credit ,.,orthine5S. It ~ stated that a Committee 

"et up to review tbe credit anangement for the IRLP programme under the 

chairmanship of Member Secretary of the Planning Comnds5ion has already 
identified the problems and necessary instructions are being issued to tbe baUs. 
The Committee expect that concerted steps would now be taken for effective 
implementation or the measures proposed by the above Committee. 

2.37 "Ihc Committee are inclined to agree: with the suggestion made by 

the n:prcscntativc of the Planning Commission that performance of the bank 

managers should be evaluated not with reference to total lending but with 
reference to the number of poor people 0( weaker sections to whom J()ans 
have been gi lien. The Committee attach great importance to the need for 
giving proper orientation to the commercial stafI in the rural branches of the-
banks towards the problems of the weaker sections. The Committee trust 
that the training institutions for bank staff would address themselves to this 
task in all earnestness. 

The, shortfaU in utilisation of the total subsidy amount earmarked by Govern-
clear instructions given by Reserve Bank Of Jndia that no security should be 
insisted fOr loans upto Rs. 5000, the Banks continued ~  insist on security 
with the result that it has not been 'possible to make full use of the subsidy 
3 mount being made available by Government, for uplift of the rural poor.-
tbt subsidy being linked to the giant of loans by Banks in the first instance. 
'I1ie shortfall inutilisation of the tOUtI subsidy amount earmarked by Gove,rn-
merit for this purpose has been aUributed mainly to the non-availability of 
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loans from banks for this purpose. ~  this fact was brought to the 
notice of the Committee, they decided to ~ and examine the Iepi'(>--
~ ~ of various lead banks. The represeatatives assured the Committee 
that the instructions issued by the Resene Bank of India in this bebalf would 
be scruplous)y followed and every effort would be made to advance loans 
to the weaker sections of society under these ~  80 that they may not 

be deprived of the subsidy amount which is linked with the I!vailability oil 
bank loan. The Committee trust that this assurance given to them v:ou1d 
be fulfilled. 

2 ·39 So Car as the questioll oC changiog the (Gnupt of creclit-worthiaess 
is (oDCerned, the Committee ftad that a high level Committee (SlvaralUll 
Committee) appoilltecl by the Reserve Bauk of India (RBI) 1* years ago 
J'ecolDJllendecl tbat credit should DOt be gheD with reference to the credit-wor-
tb1ness of indifiduals but with preference to the ,iablUty of the projects pro-
posed Cor those individuals. The Committee expect that RBI would now take 
Decessary steps to ensure that this coneept is translated into practice in the 
field in letter and spirit. 

2·40 The Committee consider that tbere is an imperative need for set-
ting up a suitable machinery at the district level to bring about close coordi-
utloD betweeD the bauing institutioDs and the development agencies, to under-
take periodical reviews aDd sort out the various problems. The developmellt 
agencies on their part must get closer to the people and draw up viable schemes 
and provide necessary supporting services to enable the borrowers to make u<te 
of the assets made available to them. The Committee regret to observe in 
tbis connection that the State I..evel Coordination Commlttee as well as District 
Level Coordination Committees have not been functioning actively. 1be 
Committee would, therefore, like to impress upon the Ministry the need for 
remedying this situation wlthont delay. The·Committee can ooly sound a word 
of caution that tbe poor masses would DOt wait indefWitely for GoverDment 
apDCies to wake up aDd become respoasive to their neecls. It is time that the 
diseontent io the countryside is takeD serious note of. 

(c) UtilisatioJl of Grants 

2.41 Under the financial rules of Government, the sanctioning authorities 
are required to maintain, in a prescribed proforma, a record of granta re-
leased by them ~  to watch the utilisation of the grants and issue of certi-
ficates of utiHsation of gran.ts to ~  concerned. The 
register is also required to be reviewed each month by an officer not beloW 
the rank of Deputy Secretary. According to Audit Para this register WWi, 
however, not maintained in the prescribed proforma by the s<'lnctioning 
authority and the register that was maintained, did not contain any informa-
tion relating to watching of utilisation of grants. From 1976-77, however, the 
'sanctioninc: authority started maioJl:lining a separate record for watching utili-
sotion, according to which audited statements of attounts and utilisation 
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-certificates from the Agencies had been received to the following extent till 
~  19'80 :-

Year Amount of 
grants 
released 

Audited state-
ments of accounts 

received 
(Rs. in crores) -----,---_._----_ ... 

1976-77 
1977-78 
1978-79 

27·50 
44'96 
40'64 

26 ·29 

38·21 
31 ·84 

Amount of 
Ulili,ation 
certificates 
rccal.ed 

(Rs. In croces) 

25 'IS 
31 '55 
2H)7 

The position in respect of non-receipt of audited accounts and utilisa-
tion certificates for periods prior to 1976-77 was, thus, not available 
with the sanctioning authority. 

2.42 The Coinmittee desired to know how in the absence of prescribed 
records prior to 1976-77, the sanctioning authority could ensure proper utili-
sation of grants. The Ministry of Rural Development have stated· : 

"An Accounts Cell was established in 1976-77 to watcbj the utiliia-
tion of grants by various agencies. The cell maintained requiaite 
registers for the purpose which pravided, among other ~  

columns to indicate the receipt of audit report and utilisation certifi-
cate. Prior to that a grant-in-aid register was maintained which also 
included a column for receipt of audit report and utilisation certifi-
cate. However, in this column the number of the file on which the 
audit report and ~  certificate were dealt . with was given. 
According to the procedure laid down for release of funds to the 
agencies, the receipt of utilisation certjficate and audit report fOl' the 
precedi'ng financial year signed by a Chartered Accountant in the 
prescribed form was a condition to be fulfilled before the release of 
the second instalment of func.is." 

2.43 The Audit para further states that a test check revealed that in 21 
Agencies, advances amounting to ~ 425.59 lakhs had been reportcdas 
utilised without ensuring their actual utilisation on the programmes and even 
though this irregularity was pointed out by Audit, no effective stepswerc 
taken. There was no follow-up procedure to watch utilisation of these 
advances. The Ministry of Rural Development have explained: 

" . . . . . . . . Probably some accounts staff have booked such advances 
as expenditure in the accounts which resulted in its being shown as 
utilised. t, . 

2.44 The Cllmmittee ~  to know why no action was taken to atop 
this irregularity when pointed out by Audit and why follow-up procedure 
was Dot introduced to watch utilisation of the advances. The Ministry have 
replied :1<: 

"Whenever cases of advances shown as utilized without thdr actual 
utili7Jltion by the Agencies camel to the notice of this Ministry, the 
Agencies were asked to follow the correct accounting ~  In 

._- ~ .. ~ 

·Notlvetted in Audit 



this connection necessary instructions were also issued to an the 
Agencies, to ensure that before the advances arc shown as utilized, 
necessary accounts./utilization certificates are obtained from the 
financing institutions or the executing agencies concerned. Com-
pliance report on the observations made by the Accountant General 
in his Audit Report is being watched in all the cases." 

2.45 The Committee desired to know the action being taken by the 
Ministry to rectify the shortcomings which came to their notice. 1n reply 
the witness stated :- ~ 

........ We "the State Gowrnmcnts and the Central Government) 
and more concerned than the C.A.G. to see that these aberrations do 
not take place. We are very strict and we withhold! the release of 
central assistance if we do not get utilisation certificates. I c",n cite 
the cases of a State GovernmeJ.1! ~  .has not been given a single 
petUly during 1981-82 and also during 19So-81f\Jst because we are 
not satisfied with their performance. There are three or four! States 
which have not been giving good performances. They do not senu 
the reports. We have prescribed six monthly and yearly Reports. 
We havl! stopped giving them funds:' 

2.46 The Conunitttc enquired if any case of misutilisation of funus came 
tc the notice of the Ministry. The witness stated· ;-

"The programme is being implemented by the State GovernmClWi. 
Whenever we get a report from the audit about misutilisation, we 
write to them and try to get their expl'!I1a1ion. If we find it is ll()t 
proper, we ask them to recover the amount. In regard to many 
objcctions raised by the audit which we have ~  considered as right, 
we tell the State Government that we arc not going to rcgularise 
these thing,; and that they have to recover the amount.'· 

2·47 The Committee are concerned to note that an Accounts Cell "as 
••• p 18 tile Ministry as late as ia 1976-77 i.e. six years after the prOJl'lIUle 
w_la1lllc:bed, to watch utilisatioa of the grants by various agencies. TIUdIea 
die 88JlCtioning authority had 00 means of yerifying whether an the aeeoats 
had been audited aad utilisation certificates furnished. The Committee ~ 

beeR assured that the maintenance of records at the Ministry'S level bas sIoce 
IIeea streamlined and regular watch is now kept 00 tbe receipt of audit Reports 
"disalioli certiftcates. It is proposed to streDtthen the AecOUllts Cell t • 
....-e more vigorously tbe point emerging from the audit Report. It is _or-
t,,'e that this important work was allowed to saffer so long UDder a fllse 
seese of economy. 

1," The Committee find that as ia Novemkr, 1980, utilisatiou eerti-
lutes in respect of an expenditure of oyer Rs. 23 crores out of grants •• oat-
ilia to as. 113 ·10 crores sanctione4 during 1976-77. 1977-78aud 1978-79 were 
..... A test eIaeck in audit huther revealed that iD 21 I,eades Id'faMIS 
-...atiq to ~ 4 ·lS crores bad bee8 repor!ed as atlHsed without easurlnl. 

-Not vetted in Au<!it 
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:tlleir actual atWsatioa. It is obYiousthat despite all instructioDS, It bas aotbeea 
.-DIe fer ,tbe Ministry to secure compIianee with the fiDudal ~ or 
Gelel1llDeDt. The Committee consider this situatioDtobebigtlly uas.tis--
factory and would like the Ministry to ensure that further Central assistaaee 
iswidlbeld GU ~  certHicate!l are ,rcalved ·fl'Om ;the State Goyera-
.tBeIJtsin repect of grants already disbursed. The pradiee of bookial 
achances as expeaditure in the AccouDt books must be stopped forbtwith 
aad necessary instructions iD this regard sbould be issued to all the cODcerae' 
State GoverDments/Union Territories. 

(d) Recovery of unutiIised advances 

2.49 To encourage credit institutions, viz. cooperative/commercial 
banks to advance loans to the participants for implementation of the pro-
grammes liberally, subsidy admissible is paid ill advance by the Agencies 
totheae institutions, subject to adjustment within 3 months and return of 
baJanc.e by that date. The 8.lllOunts that were reported as utilised by the 
Aaencies, included all such advances though the advances released ,were far 
in ,excess of needs of the credit institutions which neither rendered accounts 
nor refunded unutilised amounts within the prescribed time limit. A test-
check in audit revealed that in respect of 51 Agencies the amount so retained 
by the credit institutions out of advances paid (since 1970-71 and t 972-73 
in certain cases) and reported as ut:ili.sed amounted to Rs. 438.02 lakhs. 
In 11 AgenCies the unutilised amount refunded without interest after ex· 
piry of the prescribed period .amounted to Rs. 59.36 la.khs. Asked  about 
the recovery of unutiJised advances retained by the "''Tedit institutions, the 
Ministry of Rural Development have stated : 

"Out of 51 agencies mentioned in the report 23 agencies have 
reported that utilization certiftcates amounting to Rs. 219.39 
lakhs have since been received from the financing institution .. 
against the advance ofRs. 461.22 laths (and not Rupees 438.02 
lakhs as reported by audit). Replies from the remaining 
agencies are awaited." 

2.50 In a subsequent note furnished to the Committee tbeMinistry have 
8tatedtbat an amount of Rs. 133 laths is at present outstanding for want 
-d utilisation certificates. 

2.51 The Committee desired to know the reason.1i for non-recovery of 
iaterest from 11 agencies on advances amounting to Rs. 59.36 lakhs. In 
reply the Ministry have stated'" : 

"Most of the agencies under reference have reported that they are 
not finding it practicable to recover the interest from the 
financing instituti.ons on advances remaining unadjusted for 
more than three m.onths. Tn fact, this issue had been taken up 
by this Ministry with the Banking Division of the MiniStry of 
Finance which have since obtained the advice of Reserve Bank 
of India in the matter ...... The Reserve Bank of India have 
adviSf'4 that according to the existing ~  no 
interest will accrue'to the parties on amounts credited to a nomi. 

_______________ -.-.--4_ 
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nal account. In view of this advice, we cannot press for the 
payment of interest by banb. The Agencies arc being advised 
accOl'dingly. 

Incidentally. all the agencies have been advised to, open a Saving 
Bank Account in tho principal district branches of the bank 
with an authorisation to the bank to debit the subsidy due 
against this account under intimation to the Agency. This will 
obviate the need for releasing subsidy in advance to the banks." 

2.52 During ~  the Deputy Governor, Reserve Bank of India 
clarified the position as under : 

"In a variety of schemes this kind of granting of loans and subsidies 
is provided· for. Similarly the SFDA schemes and agricultural 
credit schemes are operated. I have been going through the 
schemes in three States. The practice varies from State to 
State; indeed I have seen that it varies from district to district 
also. Last year I had occasion to travel, for example, in Uttar 
Pradesh. In one district the adjustment of subsidy was malle 
in three months. In the next district the complamt of the 
Collector was that the amounts were not adjusted even after 
years. In the high level meeting to which you referred to, we 
have issued clear instruction to all the Branch Managers that 
they cannot held on those amounts ~ crediting them, in an 
unadjusted way over in unreason"1t.b1e period. After all it is a 
facility which is to be gjven. There are also one or two opera-
tional problems which come to notice. For example the bank 
received the money in advance of the subsidy. But the !lubsidy 
has to be adjusted to the account of the. borrower. Then a 
completion certificate or a utilisation certificate has to be given 
to the agency of the State Government. Now very often what 
happens is in this process of obtaining the utilisation certificate 
from. them while the amount is undisbursed and does not get 
adjusted to borrowers' account. Therefore, they must have a 
system ...... because accounting procedure differ from State to 
State. Unless this is done, this kind of problem of unadjusted 
subsidies on. the one hand and loans on the other hand will be 
there. Because in some cases after release of the loan they are 
adjusted. For ~  in Gujarat the subsidy is re1easod after 
the loan amount has been given. There was a lack of unifor-
mity, in the whole procedure." 

2.S3 The Committee wanted to know the justification for not paying the 
interest on the unutilised portion of deposits made in the banks. The witness 
stated: 

"In fact, we do not wantj subsidy amounts to be held in deposit for 
very long. They should be of the nature of Current Account. 
They are placed at our disposal. Within a short period, they 
are adjusted. So far, the concept was that Savings Bank 
Accounts should only be allowed for individuals and not for any 
coroorate entities like SFDA or any ~ Agency, for that 
matter. 
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Taking into account the problems faced by us, wo have on 9th , 
of June 1981 revised this position. We have allowed some of the 
agencies which are charged speciftcaUy with serving the weaker 
sections of the society to hold savings account recognising the 
operational difficulties in theneld. Accounts have to be held 
not only transaction-wise as was expected but they also have 
to be for a longer period. For that some interest should be 
paid. We have made this relaxation vide our circular dated 
9th June 1981. But. still, I would like to submit with all res-
pect that we would not like the banks to hold on to this subsidy 
amount far too long because this amount has to be got adjusted 
as and when the loans are realised. It is not a correct thIng 
for an agency or for the Bank to hold on to this subsidy amount 
in large sums for any length of time." 

.2.54 The Committee pointed out that since various trusts and charitable 
organisations were having their savings banks accounts, there was hardly any 
reason why SFDAs were 90t permitted to hold such accounts. The witness 
replied : 

"Only those organisations were allowed to hold savings bank account .. 
which did not operate in thel nature of business of trading. The 
problem was there. So we had issued this circular in 1974. 
The interpretation of it was that the SFDAs and others are not 
charitable business organisations." 

2.55 Since SFDAs were only carrying out Government policy the Com-
mittee enquired how far it was fair that their activities should be deemed to 
be business. The witness replied : 

"This was the interpretation given by our legal adviser. I am afraid 
I cannot say much on this. That is why I have got this speci-
fically excluded." 

He added : 

........ this should not be held for a long time. That was the other 
consideration. TIley are really in the ~ of adjustment. 
These should be quickly carried out. These subsidies should 
n()t remain with the banks for any length of time. Certainly 
it is not fiscal discipline." 

2.56 Audit have pointed out! that though no subsidy was admissible 
under the programmes to participants unless they availed of loan facilities 
as well in 10 Agencies subsidy amounting to Rs. 85.25 lakhs had been 
distributed to 9057 participants who did not avail of the loan; these disburse-
ments had also been reported as ~  utilised by the Agencies to Govern-
ment. Asked to explain the position" the Ministry have stated-: 

"According to our guidelines, in the case of petty investments upto 
say Rs. 500/-no linkage with bank loan is to be insisted UpOD. 
In the cases listed, rep1ie& have been received from 7 out of 10 
agencies concerned ...... Out of these S ~  in Gujarat 
have mentioned a State Government order permitting the grant 

.Not-vettted In Audit. 
.-_._-"-
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of 'Subsidy without loan in the case of purchase of bullocks. 
This is being taken up with the State Government. Similarly the 
reply Gf SF'DA, SinDur is.not satisfactory and will be taken up 
with Itimachal P:rade.9h Government. The reply of SFDA. 
Bhitwara is not specific. This is being got clarified from them." 

2 ·57 The Audit report has furtber revealed that hllge amounts of 
subsidy advncedto Cooperatives/Cemmercitd bub by the Agencies tn en-
courage and adyaace loans liberally to 'the Beaeftclarles, remlliaed unadjusted 

for Ieag periodS, and iD some cases for years together, without earning aoy 
interest. The Committee find tbatit was IS late as in December 1980 tbat tbe 
aplldes were adrised to opeD ~  Baab Accouat with the -principal dis-
trict branches of the baak with authoruatioa to the bank to debit the sub!ildy 
due aaa.iDst this accoat oder iDtim,tioD to the lIeDey, 80 as to obviate the 
Deed fbr re1eas1ag subsidy In acJyaaee to the bImb. The practice hitherto ·bad 
beea that the .. oats were credited to • DOmiDaI KCODDt aad a5 such DO iaterest 
was payable. 'l1le Committee were laformecl in eYicJeacc tb,t the Reserve 
Baak of I.adia b,e takeD the yjew that Saviap baaks a«AMIDt should be allow-
eel for t ..... .tduaIs oaIy ...a IlOt for aay corporate ealitles like the ~  which 
·weft Ia tile utve 01 builaus ,org ...... deas. Tbe Committee are really sur-
pri .. to DOte daat the actldtles adertaken by tbe SFDAfl sbould be deemed to 
treated as basiDCSS. 

1·58 WJdlt the COIlUDittee do eoacede tbat the amount .. shoald be .d-
jaled IS qalckly II poaible aDd the bub shoald IIOt llOfIIUllIy bold 08 to tills 
...... y &IIlOIIIIt beJOBd tile prescrIW period of three months, there Is DO reuoa 
fty t1ae agelldel ...... aot haft been IIftIlfbe:beaefIt of ,jaterest OR slIcll 
aeeouats. It Is aafortaDate thlt a dedslon In the matter wu undllly delayed. 

Monitoring and Evaluation 

2.59 The Audit para points out that an evaluation study of the scheme 
wa,sconducted. bytbe Programme Evaluation Organisation of the Planning 
Commission during 1974-75 and its repoFt was published in 1979. The 
Committee enquired about the reasons fer abnormal delay of about five years 
in making the ~  availaDlo. A representative of the Planning Commis-
sion stated durinaevidence : 

"The delay in the publication of the report is rather glaring. :{ also 
.ooticedit and I looked into the matter before coming to ,the 
Committee. The study was commenced in mid 1974 and·CQ8l-
p1eted in January 1975. The time between 1975 and May 1977 
was, taken in getting the data relating to the compater cer.tr.c of 
the PEO and the :Computer Centro took a considerable time ill 
either accepting the tables or rejecting the tables because they 
did not contain aU .the information required atld Sl') they had to 
collect further infmmation and feed the computers. They had 
not been able to meet the other requirements of the Computer 
Centre till May 1977 when all tho computerised tables were 
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available. The computer centre had other problem at that time 
I am told. That a1so contributed to the delay in the computer 
centre. After May 1977, they prepared a note for the Planning 
Commission which was considered in the Planning Commission 
at a meeting in February 1978 and, then, it was kept for further 
consideration within the Commission. We wanted to look into 
it again. This matter was finally approved in September 1978 
and the Report put out in February 1979. This has resulted 
in the delay. I admit. 1bis is unusual delay .. About two years 
of delay had been accounted for this in getting it through the 
institutions like the Computer Centre." 

2.60 The C.ommittce were further informed durine; evidence thnt not ~  

thaD 42-45 independent evaluation studies of the working cf the programme 
had been carried out by different 'agencies. Asked to state ~ main short-
comings pointed out in these evaluation studies, the ~  Min'stry of 
Rural Development ~  : 

"The genet'at observation was that there ha.c; bC'.:!n mis·utilisation, that 
schemes which were not approved were taken up and which 
proved a failure and m(lney was wasted on ~  They have 
also commented on the inadequacy of the ~ se·:tor and 
then the weakness of the administrative set up." 

, 
2.61 Some of thc major deficiencies Or 1apses pointed out 10th" evalua-

tkn study were as under: 

Proper care had not been eXl.!rcised in the seiL'ctil'n of some of 
the project areas. 

The arrang.ements envisaged at the state level for cnmring super. 
~  coordination and direction had generally not worked. 

The cooperative infrastructure had continued to be very weak 
in rno);t of the project areas. 

Grants of loans by commercial banks was also poor, particularly 
in the case of agricultural labourers, where it was only about 
one per ~  

1n the case of input subsidy, cases of mis-utilisation were de-
tected in most of the projects; there was ~  of ~  sup-
. port and follow-up action after demonstrations. 

Proper care was not exercised to ensure thalonJy ideillified agri-
cultural labourers and marginal farmers were employed in rural 
works programme. 

General awareness about the schemes among the target groups 
~ not hir-h and there was Jow participation. . 

2.62 The Comll1ittl)e desired to know the action taken by Oovernmt'nt 
011 the findings ofProlU'amme Evaluation Organisation brought out in their 
Report published in 1979. The Ministry of Rural Development ill replv 
bave stated: -

"The findings of the Evaluation Report were circulated to the various 
State ("'JOvemments for necessary action .. '... The State Gov-

3 -141LSS/82 
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ernmenls were requested .to examine the findings in detail and 
furnish their consIdered item-wise commonts. So far we have 
received conunents from 17 States/Union TerritMies." 

2.63 The Committee enquired whether periodical reports were obtained 
frol1\ SFDA, rrgarding the prob'fess of implementation of various schemes 
as to ensure pr. per ut Isation of ~  allocated to them and if wheth.;r any 
follow-up ~  was JlSo ~ ~  'ne Ministry have n;pliec1 : 

"This Ministry was receiving monthly, quarterly and annual reports 
from the various Agencies regarding utilisation of funds, benefi-
ciaries covered etc. The progress was reviewed and placed 
before the then Central Coordination Commitree coDSistiDg of 

~  (Agriculture) of the Planning Commission, Secretary 
(Expenditure), Secretary ~  /RO etc. which wa'i 
responsible for giving policy guidance for the progtl.lOtt1e. 
Annual reviews were also made and communicated to the Slate 
Governments for improving their performance. The actual 
perfonnance in a particular year was kept in view before accord-
ing approval for annual plan and release of funds for the next 
year." . 

2.64 In reply to another query, the Ministry have informed the Com-
mittee t11at senior officers of the Ministry visited the various Agencies from 
time to time and submitted detailed reports. The progress under the !!Cberne 
wall also reviewed in regional meetings held from time to time. 

2.65 The Committee desired to' know the specific steps taken or pro-
posed to be taken to avoid recurrence of deficiencies/lapses noticed in the 
implementation of the flCheme including those pointed out by Audit. The 
Ministry replied:- .  • 

"Necessary instructions have already been issued .to variOUJ State 
Governments to go into the irregularities brought out iB the 
Comptroller and Auditor General of India's Report to fix 
responsibility. . . .'. ." . 

2.66 The Ministry have also suggested the following remedial meuures 
for the future : 

(i) Guidelines have been issued that tbe .District Rural Develop-
ment Agencies should be manned by senior officers belonging 
to the lAS or the State Services. They have been provided 
a planning team consisting of a credit officer, a rural indus-
tries officer and an economist/statistician. Staff has also been 
sanctioned for monitoring. An additional post of Accounts 
Officer and Accountant ba.." also been sanctioned for the 
maintenance of proper accounts. 

(il) The State Governments have now been more intimately in-
volved 8..0; they also contn"bute 50% of the project funds. It 
has been decided to involve the State Governments in monitor-
ing also. For this purpose. a monitorinl! cell consisting of one 
economist/statistician and two Joint Directors have. been 
nnctioned for the State Hoadquarters to be funded out ~ the 
IRD funds. 
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At the cutting edge level, namely the bloc.b . it has been 
decided to strengthen the block team so that the programme 
is implemented effectively at the fie1d level. In most of the 
States the blocks arc in disarray after the discontinuance of 
the· schematic budget at the end of the Third Five Year Plan. 
In view of the crucial importance of the blocks in the pro-
gramme it has been decided to provide 50% assistance for 
strengthening the bloc'};: machinery in the various States. Pro-
posals for six States have alread¥ been considered by a Sanc-
tiomng Committee set up for thIS purpose. 

At the Ministry's level the maintenance of! records has been 
streamlined. Regular watch is now kept on the receipt of 
audit report aIk1 utilisation certificate through a separate 
register. The issue of utilisation certificate by the sanction-
ing authority is also watched through an appropriate column 
in the Granu-in .. aid Register. The Grants-in-aid Register is 
now being periodically put up for review by the competent 
authority. It is proposed to strengthen the Accounts CeJJ of 
. tho Ministry to pursue more vigorously the points emerging in 
the auditl report. At present there are posts of one Accounts 
Officer. 1 Accountant and 2 Junior Accountants who have to 
examine some 400 Chartered Accountatits' reports. and an 
equal number of J nspection Reports from the ~ 

General in a year. It is now being ensured that not only the 
release of second instalment is with-held for non-submission 
of audited statements and utilisation certificates for the pre-
vious year but no release. for the subsequent year is also being 
made unless the outstanding audit reports and utilisation 

~ are received, except lmder certain special circum-
stances. The drin prescribed in this connection for 1981-82 
may kindly be seen vide this Ministry's D.O. letter No. 14012/ 
1/81-IRD(I), dated the 27th April, 1981. The low utilisation 
of funds is being brought to the notice of the Chief Secretaries 
of the States concerned for necessary action. 

(v) It has been decided to select one District in each State to study 
how the money is being utilised-whether it is locked up with 
financing ~  executive agencies etc. and whether 
proper records are being kept. 

(vi) Currently, the Ministry is holding a series of regional seminars 
on Accounting Procedure so as to bring home among other 
things the various f&lungs brought out in the audit reports to 
the project authorities· and to take remedial action. Two 
regional seminars bave been beld so far, one in Delhi on 29th 
and 30th June, 198] for northern region and another at 
Hyderabad on 28th and 29th August, 1981. It is expected to 
cover the other regions also before the end of this year. It 
is proposed to bring' out an ac-COUDting manual for the use of 
aU AgencieR. A group is being set up to go in the existing 
accounting procedure and suggest suitable modifications. 

(vii) In. ordf'!r to avoid Jodcine UJ) Of. ~ amounts WI. ·th ~ ~  
institutions and at the lame time to avoid delav in the t-
tance of subsidy, the Agencies have been advised to open a 



savings bank account in the principal district branches of 
banks with an authorisation to the effect that the subsidy due 
may be adjusted against tbis account." 

2 '67 The Committee find tbe Programme Evaluation OrgaaisatioD of 
the Plalllliag Commission t:arried out lUI evaluatioa study ofthe SFDAIMFAL 
programme during 197+75. The study covered 21 SFDAsand 13 MFALs 
in 17 States. The publication of the report was, however, delayed by nearly 
fi've years aad the same became avaUabie ooly lnFebniary, 1979. About 
2 years' delay was caused in computerising the tables. Another 2 years were 
lost in getting the approval of the Planning Commission. The Committee-
consider it very unfortunate tbat there war; an inordinate time-lag between the 
collection of data from the field and in preparation and finalisation of the 
Evaluation Report. Obviously much of the data '1'ltich wasbllsed on experi-
euce5 gaiDed of tbe workblg of the programme duril1g the first few years would 

not reUect the latest trends and more so, deprive the Administration of taking 
necessary reetificatory steps in time. The ~ cOMider ,that for such 
studies to be really beneficial It i<; necessary that the ~  preparatory 
work is planned sufficiently in advance !'iO that the time-lag in making tbe 
findings nailable to the pi aDDers is reduced to the barest minimum: 

2 ·68 The Committee understand that tht) findings of the Evaluation 
Report were circulated by the Ministry of Rural Development to the State 
Governments in August, 1979 for nect.'SSary action. So far. comment!ll from 
Duly 17 States/Union Territories have been received. The Committee would 
like the matter to be pursued actively with the State Governments/Union 
Territories which have not yet indicated the remedial action taken in pursuance 
of the findings of the evaluation study. It must be impres.'Ied upon the State 
Governments that the deficiencies pointed out jn the evaluation report of the 
PlalUling Commission as well as in the, other evaluation stuclies carried out by 
dift'erent agencies in dltferent States must be followed up earnestly and res-
pousibiJity fixed for the lapses if any. 

2·69 As stated earlier, the SFDA programme was replaad by the 
Integrated Rural DeveloPIDeDt prograliune which was lauached in October, 
1980. The Committee COIIIider tbat it would be in the fItneIs of things If a 
compreheasive evaluation of the workiDg of the SFDA progr8DlJlle 
dariDg 19 years of its existence is undertaken so as to facilitate· the proper 
impIemeatation of the preseat programme •. 

2 ·70 The Committee understand that in order to involve the State 
Governments in monitoring. a Monitoring Cell consisting of one economist/ 
statistician ancl two JoiDt Directors has been sanctioned for the State HQrs 
fu be fUDCled out of the IRD fuads. The Committee have el!4eWbere in this 
Report emphasised the need for actlvising the State Level Coordination Com-
mittees. Tbe Committee trust that the monitoring cells at the State HQrs 
woald 'uaction as the eyes aDd ears of these Committees aad provide tbem the 
~  feedback for eDSaring effective illlplemeptation of tbe programme. 



CHAPTER m 

TARGETS & ACHIEVEMENTS 

. A. Identification of beneficiaries 

3.1 ~ following statement· shOWiI the number of beneficiaries actually 
identified under the SFDA Programme upto 31-3 .. 1980 vilJ..a-vis the 
target (Statewise) :-

S. No. Name of the State! UniQn Territories 

• 2 
~ .. ---... --

l. Andhra Pradesh 
2. Assam 

3. Bihar 
4. Qujnn\! . 

5. Hnryana 

Ci. Himachal Pr3desh 
7. Jammu & K,tshtnir 
R. K.:trnatalw 
9. K.erala 
10. Madhya Pradesh 
11. Mah:lrashrra 
12. Manipur 
B. Meghalaya 
14. Nagaland 
IS. Orissa 
16. Punjab 
17. Rajasthan 
18. Sikkim 
19. Tamil Nadu 
20. Tripura 
21. Uttar Pradesh 
22. West Benaa! 
23. A & NIslands 
24. MuOachal Pradesh 
25. Cbandigarh 
26. D &. N Haveli 
27. Delhi 
28. Goa, Daman &. Diu 
29. 1.aksh,.1dweep 
30.· Mizoram 
31. . Pondicherry 

Unexplained figures 
~

--_.-. __ . 
TOTAL ALL INDIA 

'fa_of 
beneficiaries 

3 

8.66.800 
2,71,600 
12,37,200 
4,07,200 
2,16,400 
1,83,600 
2,69,200 
5,03,200 
2,71,600 
7,16,200 
7,63,600 
51,400 
1,02,400 
84,200 
4,63,000 
3,25,200 
4,05,200 
SO,800 
7,23,400 
52,400 

14,58,200 
5,66,600 

51,000 
52,400 

50,800 

101,43,600 

Total 

beneficiaries 
upto 31-3-80 

4 

4,40,528 
1,17,342 

10,60,197 
1,83,112 
2,00,868 
1,95,863 
1,32,604 
3,22,484 
2,45,832 
S,7S,2t2 
3,37,320 
21,74S 
11.675 
5,64,681 
5,70,476 
1,27,697 
3,S4,056 
1,872 

9,09,954 
86,109 

16.33,095 
2,59.964 

13,364 
35,858 

12,551 

51.236 

79,65,695 
~  .. ,--' .. __ ........ _-_ .. -.. _..... ..' -'.,._--_., .... _-------------
-Not ~  in Audit 

31 



3.2 Expla.i.nimz: the reasons for shortfall the Ministry of Rural Develop-
ment have stated. :-

"The target of beneficiaries to be achieved upto 3 J st MW'Ch, 1980 
was 101 1.akhs and the achievement was about 80 lakhs, which 
works out to 80%. The shortfall cannot be considered much 
in a scheme of this magnitude and is due to factors like lack 
of adequate supporting infrastucturc, credit constraints etc." . 

3.3 Aocording to the Audit Paragraph thO! work of identificatioo of 
participants had not been talcen up by the Agencies as a first task before 
taking up the programme for execution. Though the Agencies reported to 
Government identification of 167.77 lakh participants <lnd provision of 
benefits .to 79.66 Iakhs out of them 'up to 31st March, 1980, several 
Agencies had not been maintaining up-to-date and proper records eX parti-
cipants/beneficiaries, but were depending upon information given by the 
Block Officers. Asked what steps were taken to ensure that benefits under 
the programme were extended only to eligible participants, • the Ministry 
have stated'" :-

"Clear guidelines were issued defining the target group. At first it 
was not considered desirable to lay down any uniform defini-
tion of the target group in terms of the size of the holdings as 
it was felt that the size of the holdings may vary from area to" 
area, according to the projuctivity and economics of the land. 
However. it was laid down that generally the size of the hold-
ing of potentially viable small farmers would range from 2.5 
acres to 5 acres in the case of irrigated or irrigable land and 
7.5 acres in the case of dry area. For. marginal farmers the 
maximum limit of holding was fixed at 2.5 acres (irrigated 
land) . Agricultural labourers ~  to be those having a 
homestead and earning 50% or more of their income from 
agricultural wages. Subsequently in 1974 when it was found 
that there was a lot of diversity in the application of criteria 
and the benefits were accruing to comparatively bigger 
farmers, a revised definition of the target group was prescribed 
as recommended by the NCA and absolute ceiling fixed for 
land holdings of small and marginal farmers-S acres of dry 
land in the case of small fanners and 2.S acres in the case of 
marginal farmers. In the case of ~ J irrigated land the 
limit was 50% of the above or according to the conversion 
ratio existing under the State Land Ceiling Laws. In addition 
to the land holding limits a ceiling on off-farm income was 
also fixed. Those with off-farm income of Rs. 200/- per 
month or more for the family nrc not to be included under 
any programme. 

Detailed guidelines were issued regarding the procedure for identifi-
cation. The ~ of eligible fanners was first to be prepared 
with reference to the land revenue records; thereafter it should 
be verified with reference to the actual cultivation so that 
account is tiken not merely of land ownership but also of land' 
cultivated under other tenurial systems (e.g. ~ and 

__ sba.rckr-:-_____ ~~~ ~ _ ~~ ~~  __ \VIll; ___ tA:l_ ~ __ ~ ~  the 
"Not vetted in Audit 
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block officials (VLWs, Agri. Extension Officers or Coopera-
tive Extension Officers) or Revenue Officials. The list was 
to be test-checked at least to the extent of 10% by the B.D.O. 
and the Ex;tIension Officers to see that the list represents the 
true position in the field. Wherever possible, a representative 
of the Central Cooperative Bank was ~ to be associated 
with the identification work. Wide publicity was to be given 
so that genuine small farmers not included in the list 
can represent their case at that stage itself. Some tNt-
check was also to be done by the project authorities (Project 
Officers and Assistant Project Officers)." . 

3.4 The Committee enquired about the steps taken to ensure that mul-
tiple benefits were not provided to the same person. The Ministry have 
stated :-

"lnitinlly each Agency was directed to maintain in the Project Office 
a complete list of programme participants and maintain 

~ which will indicate at a glance the specified program-
me/programmes under which each of the identified partici-
pants ~ been benefited to see whether mu:tiplc subsidies were 
being given to the same beneficiary. In spite of this, when it 
was found on the basis of some studies conducted that partici-
pants have derived benefits from more than one programme of 
investment, clear instructions were issued to the effect that 
a participant should not be given subsidy on investment for 
more than one single major programme of investment (e.8. 
minor irrigation dairying, poultry and piggery etc.) There 
would, however, be no objection to a participant farmer avail-
ing eX neCessary supplies and services and other minor pro-
grammes. Besides, a ceiling on total subsidies which can be 
given to a participant QB all progmmmes was fixed Ra. 2500/-. 
Later in 1975 due to increase in investment costs of various 
programmes, the ceiling was raised to Rs. 3000/-. But the 
restriction on allowing subsidies on only one item was remov-
ed. The participants were allowed to avail of subsidy on more 
than one item subject to the condition that the total subsidy 
paid to an individual does not exceed the revised limit of Rs. 
3000/-" 

3.$ The Programme Evaluation Organisation of the Planning Commis-
sion have pointed out in their Evaluation Study that lack of precision in 
the definition of target groups and absence of proper instructions from highor 
authorities led to usc of varying norms for identification ~ inclusion of 
those not intended to be covered by the schemes. A contnbutory faetor 
was apn-availability of up-to-date land records. In this connection, the 
Secretary, Ministry of Rural Reconstruction explained during evidence :-

"The first point J would deal with is in regard to definition of small 
farmer, malJinal farmer and landless labourer. Originally ill 



the case of a small farmer. It was mentioned that the irrigated 
area should be within 7.5 acres; in regard to marginal farmer, 
it was 2.5 acres of irrigated land. Then we got the Report 
of the National Commission. Finally the taking into 
consideration  the Report of the National Commission, 
Government decided to fix the ceilin2 of the landhold-
ing. From the Fifth Plan, the definition is like this; 
a small farmer is on.: who owns five acres of dry land or 2.5 
acres of irrigated land; a marginal farmer is one who owns 2.5 
acres of dry land or 1.25 acres of irrigated land; landless are 
those who do not have any land but whose income does not 
exceed Rs. 200 per month. Realising that the benefit should 
go to the poorest among the P90r. all these restrictions are 
imposed; we are not supposed to help people who hold more 
than five acres of dry land. It has been clearly observed by 
theProgrwnme Evaluation Organisation that the benefit has 
gone to people for whom it is riot meant only to the extent of 
nine per cent it is not ()O percent. It has to be kept in view 
.that this evaluation was done when the programme .had run 
only for two years. It was in its infancy. That was the 
period when more mistakes would have been made than we are 
making now. Therefore. it goes to the credit of the people 
who ran the programme at that time that only nine per cent 
of the tolal beneficiaries were those who did not helong to these 
categories. " 

3.6 Explaining the nwdus-operandi of some bigger farmers to avail of 
the henefits under the SFDA Scheme. the witness state.<! :-

"Whal is happening is that in order to become a small farmer 
many big farmers have partitioned their holdings. A person 
may be having 10 acres. "He will say I own only 3 acres". 
He will give the rest to his sons. That is how they take advan-
tage of the SFD Programme." 

3.7 Elaborating the point further, the ""itness added :-

"There ill another thing also. When the beneficiariet are identi-
fled, according to our instructions, the list has to be published in 
the gram sabba. If there are some persons who "ant to take 
undue advantage or these benefits, that can be pointed out in the 
meeting of the gram sabha. It is a different matter if the people 
arc not vocal or raise their voice against the vested interests. At 
least from the Government side we give them a'n opportunity to 
voice their protest against that." 

3.8 Audit have further pointed out that a test-check of records 
~  that the lists of identified beneficiaries prepared by the Blocks had 
not been test-checked hy the Agencies for their correctness. thoul!h 
required under the rules; the lists were incomplete in respect of 15 Agen-
cies; 1944 ineligible persons were provided with benefits amounting to 
Rs. 11.72 lakhs. no register of beneficiaries was ·maintained in 18 Agen-
cies and in 9 Agencies financial benefits in excess of the prescribed rates 
of subsidy amounting to Rs. 29.65 laths were extended to 23.221 parti-
cipants. . 
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3.9 The Evaluation Report of the Programme Evaluation Organi-
ntion . has also pointed out that the progress ofidclltification was slow in 
most of the areas and there wa!l provision of benefits to wrong pecSODS 
to the extent of about 9%. The Ministry have informed the Committee 
that the State Govts./Union Territories have heen asked to review all 
cases of wrong identificatiOn brought out in the Report and to fix responsi-
bility. 

3 ·to The Committee find that as against a target of 101 ·44 lakb 
bc0e8daries to be identifled upto 31 March, 1980, the total number of bene-
ficiaries actually identified was 79·66 lakhs. The shortfall of over 20 per 
cent is stated to be due to faelors like lack of adequate supporting infrastructure, 
credit eoastraints etc. Some of the States/Union Territories where the per-
formance was not satisfactory are Andhra Pradesh, Assam, Gujarat, J and K, 
Kamataka, Maharashtra, Manipur. Meghaillya, Punjab, Nagaland, Sikkim. 
Deihl and Pondicherry. However, a few States viz. Himachal Pradesh, 
Orisaa, TamUBadu, Tripura, V.P. and West Bengal exceeded the pres-
cribed targets. 

3·11 Audit have pointed out that the work of identification of partici-
pants wali not taken up by the agencies as a first task before taking up tbe 
programme for execution. Several agencies did not maintain up-to-date 
and proper records of participants/beneficiaries; lists prepared by block officers 
were not test-checked by the Agencies 3') (0 their ('orrectness and that tbese 
lists were incomplete in respect of 15 Agcncil's. C OlSCS of int'ligible persons 
having been provided witb benefits also came to notice. In several cases, 
<bene6ts in excess of prescribed rates of subsidy were extended to the part 1-
cipaats. 

3·12 The Evaluation Report of the Programme Evaluation Organisation 
of the Phmaing Commission has also confirmed that tbe progress of identi-
ftC.dOD was slow iD most of the U'CL'i and there was provision of benefits to 
"'roag per80US to the extent of about 9 per cent. The Committee have been 
informed tbat the State Governments/Union Territories han been asked to 
review all cases of wrong identiOcation brought out in tbe report of tbe Pro-
gra_e Evaluation Organisation. and to fix responsibility. 

3·13 The Committee would like to point out that the Report of the 
Programme Evaluation Organisation covered only the first two years of the 
operation of the scheme and as such it does liot give an up-to-date pictare. 
The lacunae pointed out by AudU are also based on the test check only. The 
COIIIIIlittee, therefore, recommend that the Ministry of Rural Development 
shoald impress npon the State Governments/Union Territory administrations 
the need to ascertain precisely the nature aDd extent of the deficiencies, AgellC)'-
wise, with a view to takiog remedial measures. The Committee would like die 
Ministry to report to them tbe results of slIch mea'illres witbin six montbs. 
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3 '14 The Committee would also like to draw atteation to die oNer-
vatioas made by the Programme Evaluation Organisation in the ev .... ttoD 
report that lack of precision in the detlaltioD of target groups aad abseaee .af 
proper iDIItructiODS from higher autborities led to tile use of .... ylag IlOl'IIII for 
ideDtUlcatiOD. CODSeflDently, bigger farmers also availe4 of the beae8ts GlIder 
the SFDA programme by partitioning tbeir boldiDgs lIDO" the family IDIID-
ben. The Committee expect that suitable steps would be taken by the State 

Govenaments/executil"e agencies coaceroed to eDSure that beaeBts uDder tbe 
....... are exteaded only to the eligible persons aDd that the auidelllles in 
this Rlard are strictly followed. 

3.1S AQOtber seriolls omission poiDted out io the Evaluation Report 

is tlaat very little Iltteation was paid to the ide0ti8catioD of Aarietdalral 
I ...... ers. The Committee would urge the MiDistry of Rural Develo ..... to 
obtaia special reports regarding the remedial measures si.oce takea by the 
State Goverameats/Uoioo Territories to rectify this omissioa aDd. i ..... te 
to the Committee tbe progress made ia tbis regard within six 1IIOIIths. 

3 ·16 The Evaluation Study bas also shown that inspite of clear lastruc-
tkms, maltiple beneftts wcre availed of by some of the participants. The 
CODlDlittee dflire that the lists of identified partkipants siIOuld be COJaPIete4 

without delay aDd thoroughly screened with a view to eJimlaatiD& penou 
who are not eUgibie for availiDJ tbe beoeftts aad tbe progruuae. TheIe IIMNdd 
also "'e iDspected periodically with a ~  to eDSUriIll tb.t.sueh situ.dOllS are 
a\'OJded. 

(B) Sectoral tafgets and (lchiel'ements 

3.17 The Audit para mentions that a test-check revealed that in 
several sectors the achievements were far Jess than the targets fixed in the 
approved project reports as detailed below : 

Sector 

Agricu Itttre 
Dairying· 

Poultry 
Other Animal husbandry 
Minor irrigation 
Rural artisans 

Rural works 
Cooperatives 
Ri$k fund . 

Fisberies .. 
Markelina &: gooowns . 

Otber Scheme:; 

No. of Targets Achieve- Shortfall 
agencies ments 

62 
29 
16 

49 

65 
20 
IS 
~ 

6 

6 
33 
19 

(Rs. in lakhs) 
1,946 ·61 1,034 '15 
870'36 S57·OS 
60·54 10·87 
743·47 380'86 
3,762 ·16 1,889 ·56 
105·83 52·95 
267·15 187·23 
487'82 328·69 
31·53 10'30 
38 ·75 21 0()4 
259·70 162'91 
306 '96 58 '79 

8,81ro ·8R 4,694'40 

912 .. 46 
313 ·31 
.·67 
362·61 
1,872 ·60 
52'88 
79·92 
159 ·13 
21 ·23 
17'71 
96·79 
248'17 

4,186 '4 
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3. ~ 8 Some of the important deficiencies highlighted by audit and tho-
renledial measures ~  the State Govts./concemed agencies are 
detaiJed in the succeeding paragraphs. 

(a) ~ 

3.11} The Audit para statcs that the agency at Simla incurred cxpcndi-
t,;,re of Rs. 16.60 lakhs dUI:i,ng 1976-77 and 1977-is for 3644 parti-
ctpants to meet cost of Gel sheets, gram bins, seeds. ploughs, and othu 
implemenls under land development. The scheme had been executed 
without ubtaining approval 01 Government. Although Rs. 16.60 JaW 
had been spent on various items viz. G.e.I. sheets, grain bins, seeds, 
fertiJiKrs, ploughs etc. the irueuded purpose had not been served as the 
distribution of seeds and fertilizers before land deveJopment/Ieclamation 
couJd nol have been of use. Although assistance under the sehcae was 
,not admissible to lho!ie who did not 'raise loans, !)Ubsidy of Rs. 6.23 lakhs 
was paid during J. 976-77 anu 1977-78 to participants who did m-t raise 
loans. Thl! Committee desircd to know who had authorised the scheme 
without obtaining approval of Government a'nd how seeds and fertilize" 
were pun:hascd and distribuled before reclamation of land. The Ministry 
of Rural Development have informed the Committee as under· :-

"The Agency h:ts staled that under the 20 point economic pro-
gramme, the Himachal Pradesh Government provided 5 bigbas of 
land to all the ~ agricultural labourers numbering 3664. 
For settling these new farmers. who were allotted land, the SFDA. 
Simla. took up a· programme to establish them and to briDg them 
above the poverty line, by assisting in tilling and cultivating the 
land at the earliest. It is also stated that the scheme was got 
~  by Ihe Governing Body of the Agency as well as the 
State Level Coordination Committee. The State Level Coordina-
tion Committee prior to J 978-79 was meant mainly to review the 
progress of implementation and not to approve any new scheme. 
The matter ~ heinJ!. looked into and particulars of actual assistance 
given arc being called for." 

3.20 In rc!.pcct of some of the schemes taken up under agriculture 
~  the Agencies had not restricted the assistance to the scaJcs laid 
down and the cxccss assistance was also prOV'ided without spedfic sanction 
of Government resultin!.! in substantial over-payments. In 6 such cases 
a sum (1f Rs, 29.95 lakhs was overpaid. The Committee enquired if the 

~  (If Rs. 29.95 lakhs had been recovered or regularised. In 
reply. "the Ministry have furnished the following details" :-

"This puint relates to SFDAs Mysore: Tumkur. ~  Nellore 
alld Sirmur which arc staled to have mcurrcd expenditure unde.-
Asriculture Sector in excess of the scales ~ down .and the ~  
assistance is also stated to have been proVided Without s.pecdic' 

.Not veiled in Audit 
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'sanction. In this cOnnection, the comments of the Agencies are as 
follows :- . 

~ 

The SFDA, Mysore has staled that the Cotit of cultivation was 
~ by the beneficiaries themselYes. The seedlings (cost Rs. 0.54 
~  were supplied by tbe Agency and' thereby the total subsidy 

paId has not exceeded 25% of the total cost of the cultivation. 
This position is ~  correct. The ~  has to be calculated on 
the cost of s.cedhngs. The Agency IS being u!>ked to recover the 
excess. 

Regarding the subsidy of: Rs. 0.4.1 lakhs on land reclamation. 
the Agency has stated that 240 fanners were helped without 
restricting the benefit to 1 acre farmers. It is not clear whether 
these tarmers belong to the target group and whether the subsidy 
was given at the approved rate. These are being asce·rtained from 
the agency. There is however no restriction on extendiQg the 
benefit to 1 acre farmers only. 

Twnkur 

The Agency has pointed out that the excess payment cannot 
be recovered at Ihis distance of time and that this may be waived· 
This will be considered. The circumstances in which this happencd 
will also be looked into. 

~  

SFDA. Delhi has approached this Ministry for regularisation. 
This is under ~ 

NeUore 
The Govrnment of Andhra Pradesh have intimated that the 

cost of land reclamation was part of the outlay of the community 
Irrigation weDs. The Community Irrigation wells were sanctioned 
for excavation in the as'signed lands after organising cooperative 
joint farming societies. While computing the loan admissibility. 
no distinction was made between the investment cost f(>r weDs. 
pumpsets. land devblopment etc. Total investment cost was 
subsidised on 50% basis. The Agency has approached the 
Govt. of India for ratification. This! is under examination. 

Sirmur 

The Agency hac; stated that according to the common custom 
being followed in the district brothers and sisters thO"ll!h living 
separately and cultivating their lands separately keep their common 
Khata because ~  of land amonj!st brothers is considered had 
in tl1e area and it takes place onlv when the brother and sister 
l.!row too old and feel like 'Cassin!! ownership to their c;ons and 
Wc1I1dsom. Since basicaUy the prOJ!l1lmme was to benefit t11e 
f:mners and not to deprive them of benefits ~  of theirsoclal 

~  ~ to taking family as unit, was over-
looked, This will be looked into.» 
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3.21 Audit have further pointed out that in 19 Agencies out of the 
144 Agenccistesl-checked,Rs. 65.64 lakhs were spent OIl demonstrations 
for· demollstrating modern methods of agriculture and use of fertilizers to 
small and margilJul farmers. However. the Agencies neither maintained 
any details regarding identity of participants, in whose fields dcmoDlt.ra-
tiOllB were hdd, varieties of crops grown, yieW per acre in the area before 
and after the demonstration nor any follow up action had been taken. 
The .I\li'nistry of Rural Development have explained'" '-

"According w lhe guidelines issued by the Government of India, 
the demonstrations arc 10 be arranged. ~ tbe.existing exten-
sion staff anu Block Development Officers with adequate super-
"Vision to ensure propagution of the results to a larger number. 

~  may either be by way of laying out composite 
demonstration plots ill the lands of selected beneficiaries or by 
way of II demonstration farm in a central block of land. The 
Agencies may meet the cost of inputs UplO a ceiling in the case of 
lite former, Diffen'llt practices have bc,:-nfollowed by different 

~  The rositioll indicated hi the 14 out of 19 Agencies 
under rderence ~  indicated below 

1. ~  Hoshiarpur : 

The Agency has stated that the scheme of ~  demonstration 
plot!> for the w,c of fertilizer was implemented through the Agricul-
ture Depurtment and the fol1ow-up was also done by the latter. 
Since the Agency hnd no Technical Officer from Agriculture-
Department, it was not possible for the Agency to anal)'lie the 
results afterwards. However, benefit was afforded to the persons 
duly identified hy the Agency staff. Nevertheless the ~  was 
not found vel'Y feasible and has since heen dropped. 

2. SFDA, lulllllldur-KaJmrthala: 

The Agency has intimated that in no case W:lS subsidy released 
hy the Agency without proper identification of the beneficiaries. 
As regards varieties of crop grown, no monitoring was done. 

3. SFDA, Simla: 

The Agency has stated that these ~  ,,:ere laid out 
by the Agriculture Extension Officer posted m. vanous ~ 
under their strict supervision. The demonstratIons were laId 
out in the fields of pre-identified and selected small nnd marginal 
famlcrs whose lists ha* already been submitted to the Agency 
which are available. Since these demonstration trials were 'directly 
conducted by the ~  Extension o,-mcers of the Bloclcs, the 
Agency did 11('t initiate any fo1'Iow-up acttOn. 

4. SFDA, Sirmur: 

The 'Agency has stated.that tb.'" demonstrations were laid out. 
by the Department of Agricmture Who are maintaining ~ . of 
these to the e)..ient it ~ possible for theficld staff. Field VJSlts, 

--co-
*Not vetted in Audit 
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field days and farmers camps are being held at the site of these 
demonstrations plots asa pan of the follow-up action. Since the 
.. \gency bad not adequate stafi' for this purpose it was not ia a 
position to maintain this record in its otfice but this can always 
be produced by getting it from the Department of ~  

S .. S'FDA. Tirul1elvt'ii ; 

The Agcw.:y bali intimated that demollstrallon plot registers 
have been maintained at the village level as well as at the block 
level. "!'he demonstration have been conducted in the fields of only 
identi1ied farmers. All details -regarding identity of participants, 
the name & adclrc6s of the fanners in whose field dcmouat:rations 
were held, varieties of crops grown, yield per acre in the area after 
the demonstration etc. have been incorporated in the demODltra-
tion registers. Follow-up action had been taken. in all CIICI in 
the villages for the adoption of the new improVed method of culti-
'vation and production. 

6. SFDA, North Arcot: 
, 

1'he Agency bas stated that on account of ficvere drought 
conditions prevailing at that time, the detaiJa regarding yieJd per 
acre could not be recorded. No follow-up action could be taken 
up for want of field staff. Other details viz. identification of parti-
cipants and varielies of crops grown were available with the Gram 
Sevaks . and Extension Officera (Agriculture) of the concerned 
Blocks. 

7. SFDA, Salem : 

The Agency has stated that the details of participanl8 with 
their identificatIon numbers' and addreSs are available for aU the 
years. Varieties and name of crops are also available. Field 
before a demonstration is laid out ina Village cannot be collected 
as the plot where demonstration is laid out in a particular area is 
not known. However, when demonstration are laid, the yield is 
generall¥ known. A control plot in the same field side by side is 
being lald out to compare the. yields with the demonstration plots'. 

S. SFDA, Maduraf : 

The Agency has stated that the demonstration plots were laid 
to demonstrate the modern methods of Agriculture and usc of 
fertilizers etc. There was an increase in yield. There was 
follow-up action. Farmers really felt the resull8 and were bene-
fited much. 

9. ~ Tiruchirapalli : 

The Agency has stated that$Uitable instruetions' have been 
iaued to the B10ck Development Officers concerned to take fo1lOllV-
lip action in the eases in which input sabsfdieil ..we paid to 
·demonstration plots in their blocks. 
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10. SFDA, Nilltris : , ~ 

," "'-',.1 

, .'The Agerlcy ~ ~  thaI tile tollow-up of demOlllltratioos 
Our,illg the year 19/6-17 was done by the Deputy Agricultural 

~ ~ assl:,led by Demonstration Assistants of the Agency who 
~  ~  registers ?f ~  plots in which all patti-
I.:UUlfS regardmg the cultl\ allan practices starting from land pre-
paration for planting uplo the lime of harvest had been recorded. 
During 19'17-78 aJl.l1 1978-79 there were neither Deputy Agricul-
lund <?meers ~ Demonstration Assistants in the .Aeency. But 
lhe foJ.low-lijl actIon was done by the Agricultural Officer (&teo. 
sion) of the Panchayat Unions concerned assisted by' the RUt81 
Welfare Officer. During the year 1979-80 the Deputy AgricuJ.-
~  Officers and Demonstration Assistants were pos,ted separately 
to the Agency who looked after the follow-up action as it W8I done 
during the year 1976-77. 

11. SFDA, Thalljavur : 

The Agcncy ha:; stated that upto 31-3-1979, 2184 de:mo&iUa-
tio'n plots were laid at a cost of Rs. 4.08 lakhs. Details of penons 
in whose fields demonstration plots were held, \'arieti" of crops 
grown, yield per acre etc· are maintained at block level. 

12. SFDA, Cuimbatore : 

The Agency has stat<:d that foT the amounts spent on demOas-
lration under Agriculture, the Agency had taken up follow-up 
ltction and the results were obtained from the concerned authOri-
tie.<;. The details regarding 'the crops grown, yield p« acre in the 
area. before and after the demonstration were also obtained ad. 
kept in the Agency's Office. The identification of the part.icipants 
have also been recorded in the cDncemed registers. • 

13. SFDA.. Kanyakumari : 

The Agerlcy has stated that demonstration were laid in ryots 
fields and observation made and the details of the 'resulta of 
demonstrations have been incorporated in the demonstration plot 
registers. The neighbouring ryots have ~  observed the 
demonstrations and have taken up the practices themselves. They 
have adopted improved technology like improved seedinp and 
fertilisation and plants protection aspects. 

14. SFDA, Pudukkottai: 

The Agency bat; Stated that the demonstration plots were laid 
out on the crops recommended by the Department of Agricu1tuze, 
according to the local ~  etc. All the plots Y'ete laid out 
in the holding of identified, e!lgible !arJ1.1ers .• The yJeld data • of 
the demonstration plots are betng nuuntained lD the ~  
plots Register itself by the concern8d ~  ~ ~
sioners. The crops demonstrated were mdicated lU the cl8lDl 
itself. The requkite ~  actic.m has been taken by the Block 
staff, since the Agency does not have any field level staft. 
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Replies from the remaining five Aaencies viz., SFDA, Ropar. 
Amritsur-Fcroz.epur, Patiala-Sangrur, Cuddalore and Kanchipuram 
have nolbec" ~ ~  far." 

(b) Animal Hu.sbulldry 

3.22 The Evaluation Study undertaken by the Planning Commisaion 
pQiats out that programmes relating to supply of milch cattle bad been 
tak:8n up by all the Project Agencies but they were of significance only in 
a ~ number from. thcco"erage point of view. Most of. the Agencies 
failed 10 grasp the import of guidelines issued by the Central Government 
in regard to. programmes of subsidiary occupations. By and large they 
neither exercised proper care in selecting beneficiaries nor in ensurin, 
extension service oc ~  facilities which were crucial for the 
succeafuJ working of these iichcmes. As a result in nearly 15% of 
SFDAs and (.; ~  of MFALs. I.I::irying jnstead of' augemcnting income, 
proved to ,be a liability for bCI1cliciarics. "fbe Audit para 11M also brought 
out a number of lapses in th.: implementation of various schemes relating 
to animal husbaudry. In one of the schemes exC<..'Ut'cd by the Agency of 
Khasi and Jaintia I iills (Mce.:halayu). 2 Cooperative Societies were pro-
moted for impiemontatinl1 of a dairy development programme and paid 
a subsidy of Rs. 2.98 iakh';. The scheme could not make allv, headwaY' 
because "the cattle ~  to the fanners were not of their choice and 
there was shortage 0:' ked abo. The societies became defunct and no 
lasting benefit could accrue to the participants. In yet ~  Ca.CiC of. 
dairy development in Caw Hills. the scheme wuld not materialise as tho 
bank did not sanction loan. The Committee enquired as why such 
schemes were taki'n up without proper planning and going into their 
viability. The Ministry ni' Rural Development stated that information 
with regard to these cases is awaited frol11 the concerned Authorities. 

~ The Audit para brings out another case in wnich the target of 
distributioll of 5 laUt c(lCks and hens to small and marginal farmers could 
not be achieved due to inabnity of farnlers to raise loans and lack of 
enthusiasm in them. The Committee enqnired why such factors were noll 
takon note of ~ the scheme was introdUced. The Ministry of Rural 
Development have stated* :-

"The farmers could not gt:t sufficient ~ from financing insti-
tutions. Such difficulties do come at the time of imp1em¢ntation, 
which cannot be fon.,'seen; in the initial st.ages. Moreover the 
farmers were nbt able to make a marginal profit because Of larJ!,C 
variation in the cost price of egg.c; and feed. This discouraged tbe 
farmer!' from g0ing in for poultry farming as a subsidiary occupa-
tion." 

3.24 The audit f,anl brings out another case where the Government 
declined to approve a scheme of supplying annually 120 puUet chiCks each 
to '2S00 ~  ~ bj the Agency at Ouilon and the expenditure 
of ~  ~ lakh failed to render any benefit to identified participants. 

The Government of Kerala have intimated the M'mistry as follows-:-

"The agency gave assistance to the State Poultry Farm in Quilon 
--*N-ot-vettc:ii; ~~ ~ ----.. -------.. -.-,--.... _-. "" ... _." .. 
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l;>isUWt. ~ ,uiatlJGc:e ~ pvOQ ~ * ~ ~ Ftnl\ 1'-
the PisUict, with tbegOod intc.n&ion of ~ adeclu.tc ~ 
of blfds ~  supplying to sman and marginal fariners. The p{O': 

~ did not ~ considerably because of the high cost of 
proP\lCUon and low margin of protit aJDd also the CQipJpdition in 
tbis field trom other ~ in the market. However, the 
incubators haO t1een put to use within this District a.Qd also in 
other Districts. The fact that they are being utilised should serve 
the objective with which they had been purchased although not 
exclusively in this District." 

3.25 In Tamil Nadu, S ~  paid Rs. 24.64 lakhs during 1972-
73 to 1973-74 as advance subsidy to Tamil Nadu Poultry ~

mont CoI'pOl1ltion for establishment of feed mixing units, and strengthening. 
of poultry extension centres without drawing up proper plans and esti-
mates. The entire sub6idy of Rs. 24.64 lakhs had not ser\td the desired 
objective. The Comt,nittee enquired why these schemes  were taken up 
without drawing up p1ans and estimates and desired to know the position 
regarding recovery of due subsidy given. The Ministry have stated :--

"No specific reply has been received from the Government of 
Tamil Nadu. This is being taken up with them for investigation 
and fixing of responsibility .... " 

3 .26 The Audit para further states that in 6 Agencies, schemes of 
poultry farming failed after incurring an expenditure of Rs. 11.24 lakhs. 
The failures were attributed to non-availability of good quality feeds, 
medical check-up, inadequate training and illiteracy of participants; supply 
of chicks of only 2 to 3 months age, non-erection of sheds of approved 
size and inability to compete with big poUltry breeders etc. 

3.27 The Committee desired to know why these factors were not 
visualised before taking up the schemes. The Ministry of Rural Develop-
ment St-1ted'" : 

"Obviously adequate attention has not been paid by some of the 
agencies to these factors .... " 

(c) Minor Irrigation 

3.28 Audit have stated that the Agency at Hoogly (West Bengal) 
decided to sink 1970 shallow tubeweUs t1u'ough Anehal Panehayats 
C.ooper:ltivc Societies and registered associations and to finance 50 percent 
of the total cost as subsidy to the executing agencies. Contrary to this 

~  the Agency took execution of ~ schel!lc itself and ~  orders 
for supnly of one lakh metres of galvamsed mIld steel tubes tIll 1974 at 
a cost of Rs. 33.94 la.khs (Rs. 30 lakhs paid up to Decenl't>er 1974). 
The agr::ncy received short supply of 5399 metres. costing Rs .. 1.55 lakhs 
and a claim was lodged in September 1980 WIth the RaIlway. The 
settlement was still awaited. 

-Not ~  I., Audit 

4-t41LSS/82 

_. __ . __ .... ~  _____ ..• _'·"· ________ '_· __ · __ ·_· __ --
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3.29 Asked to indicate the rea5()1lfi why Agency took upon itself the 
execution of the: scheme, the Ministry of Rural Reconstruction have 
Itate4 

"No reply has been received from the Agency/State Government. 
However, the State Governments have been requested to fix res-
ponsibility and take suitable action in all such cases." 

3.30 In another case relating to the Agency at Mysore, out. of 170 
cowmunity irrigation wells planned to be taken up, the Agency under-
took 34 wells; 11 were reported to be under execution till March 1979. 
of the remaining 13 were not taken up at all, 3 were abandond and only 
seven Completed. The subsidy of Rs. 2.27 lakhi relating to the 13 wells 
had not been recovered by the Agency. In this connection the Ministry 
~ atated:-

"SFDA Mysore has intimated that under SFDA Scheme, the work 
of construction of 33 Community Irrigation weDs was taken up 
in Mysore district and the work was entrusted for execution by 
the P.W.D., as ~  contribution work, by placing 50% con-
tribution. as subsidy at their disposal. Out of these 33 Commu-
nity Irrigation Wells taken up at that time only 10 C.I. Wells 
were completed by the P.W.D., 13 C.I. Wells were dropped and 
3 weDs abandoned.. The remaining 7 C.I. wells are under pro-
gress according to the P.W.D. 

In respect of 13 dropped wells, a total subsidy of &s. 2.27 lak:hs was 
released to the P.W.D. at the time of entrusting 
the work for execution out of which, a sum of 
Rs. ~ ~ been recovered from the P:W.D. and another 
Rs. 3,389.36 was adjusted to Well I at Bevinahalli, leav-
ing a balance of Rs. 1,66,413/- to be recovered from 
the P.W.D. Correspondence is being carried on to recover this 
wnount from the P.W.D. The Superintendent Engineer, Mysore 
Division, Mysore has asIo been requested to furnish a detailed 
report on the present condition of the 7 wel1swhich arc under 
progress. 

After the receipt of tht; same, a consolidated report on each 
well will be sent to the Government of India as well as to the 
State Oovemment. t. 

3.31 The Audit para states that the Agency at QuiJon incurred an 
expenditure of Rs. 4.56 takhs on 7 tubewelk and other ancillary works of 
wbich Rs. 2.28 lakbs were recoverable from the beneficiaries. While 
Re;. 1.15 lakhs were yet to be realised (April, 1980), irrigation had not 
commenced from 6 of the tubewells since field channels had not been 
completed nor pumpsets. were installed in 2 tubewells. Irrigation from 
another tubeweU was discontinued due to disconnection of electricity. The 
Committee enquired about the recovery of Rs. 1.15 lakhs from the bene,.. 
ticiaries and the reasons for delay in the completion of field channels. The 
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Ministry ot Rural Development have forwarded tQ the Committee the 
following reply sent by the Government of Kerala* :-

"Out of the seven tube wells, five have been commissioned and the 
. remaining two have not been commissioned as the pump sets 
bave nol been installed by the Agri.cu1ture Department which 
has to supply these items. As regards the five wells commis-
sioned, the position is that these could not be put to use in the 
absence of field channels. These wells were constructed with 
the aim of stabilising the paddy crop and raising additional 
crops at a time when paddy cultivation was very profitable. 
Construction of field channels could be taken up only after 
successful completion of the wells. But on camp1etion of the 
wells the beneficiaries failed to make field channds. The 
farmers are not now enthusiastic to invest any additional 
amount on construction of field channels and ma.ke use of 
these wells as peddy cultivation is no longer attractive from the 
financial point of view of the agriculturists. Panchayats have 
been approached for taking up fbese wells. But they also do 
not show any interest in this for want of funds. 

The main item of work remaining other than re-connection of 
electricity, is the construction of field channels. 

The question of recoonection of electricity will be taken up when 
the field channels are completed." 

3.32 The Agency of Vadodara (Gujarat) paid (June 1977 to March 
1979) Rs. 13.56 lakhs as advanced subsidy to 3 banks in coimection with 
construction of 15 tubewells, 16 dug-cum-borewells .and 11 lift irrigation 
schemes. Till May, 1980, no work had been started and the amount 
(Rs. 13.56 lakhs) was ~ unutilised with the banks. Thefl!fIUers 
had not even formed societies and no loan had been sanctiOned. In 
15 other cases, wherl'\ advance subsidy (Rs: 5.67 lakhs) had been paid 
during December 1977 to March 1979, construction work was incom-
plete (May 1980); besides, in 5 cases, where a subsidy of Rs. 2.83 :akhs 
was paid during August 1972 to December 1975, water was fOund to be 
unsuitable for irrigatioD. 

3.33 The Committee desired to know the present position of comple-
tion of these schemes for which advance subsidy ~ to Rs. 13.56 
lakhs had been given. The Ministry have stated-:-

"The Government of Gujarat have since sent the following reply: 

(i) Eight tubcwel1s ha:ve been comp1eted and work on four tube-
wells is in progress. Three tubewel1s are hot to he under-
taken. 

(ii) TIuec dug-cum-borcwclls have been completed and works on 
five is in progress. Eight ~  are not to be 
undertaken. . 

~ ~ .. ~ .. --,--.-,--.. ~ ~ ~ .. -.-.------_._ .. --. -' ----------. -' 
-Not vetted in Audit 



(iii) Qn9 Ii{t irtiptioq _ K:Pene he.s ~ co.t.ed ~ 8 ,re in 
, 'prOgreSs. '1'woliji ~  ~  are iiQt to' flo mtder-
taken. . ...,. , 

One ~  has been completed. and one is in progress. 
~  . ~~  have been discontinue4. ,Five ~
1;)ore"'¥eUS have been completed and work on one IS In pro--
greIS. 

In the beginning water was found suitable in' five tubeweUs 
but ~ ~  it turned brackish and unsuitable for 
iJ:ri,gatioD. . The pumping machinery is being' used on two 
other tube wells. 

The State Government have also stated tbaL the subsi0r, 
amount depositod in the Bank is withdrawable with interest.' 

3.34 In t.be case of 5 ~  irrigatiQll tubewells installed by the 
Agency at Ropur at a cost of Rs. 4.88 lakhs tbe beneficiaries were not 
satisfied with the functioning of tubewells due to their low dilsCharge and 
less coverage of area (1 SO acres) than that proposed in the scheme 
(272 acres) and stopped taking water from the tubewells with the result 
that tubewells were closed rendering the entire investment unproductive, 
A sum of Ri. 60 lakbs was due to be paid by the participants Lo the 
banks (March 1980) towards repayment of loan and mterest. The Com-
mittee wanted to know the, reasons for low discharge of water from tube-
wells. The Ministry of Rural Deve]opment stated that the information 
from the Agency was stiD awaited. 

3.35 The Audit para gave 14 instances involving Rs. 2.41 crores 
which could not fructify to the desired extent or the Agencies had no 
information about them. In this context, the Committee wanted to know 
what corrective stePs have been taken or are proposed to be taken to 
obviate such references. The Ministty have stated as under-:-. 

''The individual cases brought to the notice in the Com,ptr<>ller and 
Auditor General's Re,port are already heinl! looked into. 
Instructions have' already been issued that all the projects 
taken up should be scrutinised fromtbe point of view of 
aV811ability of groundwater resources. Instructions have also 
been issued that subsidy for long gestation projects should be 
released only in suitable instalments linked to the ~  in 
construction. These instructions wit] be reiterated and the 
agencies wiD be instructed to have proper planning and fonow-
up of sucb schemes in future." 

(d) Cooperative loans 

3.36 It would be seen that in 2R ~  Rs. 49.15 lakhs were 
overdue in May 1980 for recovery since "1971-72 onwards. The Com-
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'mittee enquired about the present position of reCoVerY of overdue amount. 
In reply the Ministry have stated : 

" .... Out of the total capital share loan of Rs. SO.15 laths 
(Rs. 49.15 lakhs pointed out by audit) recoverable by 
28 Agencies, a sum of Ri. 10.90 lakhs bas been recovered 
by 11 of the Agencies, leaVing a balance of Rs. 39.25 latchs 
yet to be recovered." 

3.37 Audit have pointed out that in Karnataka a balance of 
Rs. 11.37 lakhs on account of risk fund subsidy advan<::ed to various 
'financing institutions was outstanding at the end of March 1980 and a 
part of it had been outstandinp for recovery for over seven years without 
payment of any interest. The Committee desired to know the latest posi-: 
lion of the fe.covery /adjustment. of the amount outsta,nding. In reply 
the Ministry ~  furnished the following details of ~  of 
Rs. ~  lakhs 00 account of advance risk fund subsidy by 3 Agencies : 

Narnt" of Agency 

MysOre 

8ijapur 
Karno.r 

Amount of Amount Remarks 
advance since 

~  fund adjusted 
subsidy 
(Rs. in lakhs) 

~ ~  --------.-. 
0'33 Yet to be adjusted 
7·33 
0·04 
3·67 0'37 

11 ·37 0 ·37 

No reply bas been received 
The balance yet to be 
adjusted 

3.38 In other case Rs. 22.30 lakhs (out of ~ 30 lakhs advanced) 
were overdue for recovery in May 1980 besides interest in respect of loan 
assistance extended to deserving CooperaItive Central Banks to provide the 
non-overdue cover for. assistance rendered to participants. The C0m-
mittee enquired about the present position of recavery of this amount 
which was over due for recovery. The Ministry have stated· : 

"This point ~ to four Agencies viz. Kamrup, Datjeeling. 
BaramuIDI and Hazan'bagh. 1be position of recovecy of 
NODCt loan is indicated below: 

1. Kamrup 
2. DarjeeliDg 

3. Bar.1mulll'1 

4. Hnzaribaah 

AmOunt due An\Ourit--·····--R.eiiiatt.s -----
for Rccowsred 

J't!COWrY 

2·30 lakh J -00 lalch 

3 ·33 lakb Nil 

Balanco of Rs. 3·24 
Iakb. iDCIudlIII interest 
is yet to be recovered. 
No reply has been 
rcceiwd trom tile 
AgerJcy. 

6 ·67 lakh 6 ·67 Jakh Only intnt· fot tho 
Joan to be recovered 
now." 

~ .. "-. ...---_._---------_._---' ------. ~ ... ~

• Not vetted inAuc1it 
t Non Over aue Cover. 
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(e) Markets and godown., 
\ 

3.39 The Audit para points out that subsidy of Rs. 54.30 laths was 
disbursed by 17 Agencies for establishing 57 ~  markets during 
1978-79. Only 17 markets had been established till 1980 and work on 
7 markets had not yet started while the Agencies had no information with 
regard to other 8 markets. The conditions relating to disbursement of subsidy 
in 5 or 6 instalments, constitution of ~  level committees &: matcbing con-
tributions etc. bad not been adhered to in any case. The Committee en-
quired whether all the 57 regulated markets have been set up and why 
Ute subsidy was not paid in 5 or 6 instalments and whL a State Level 
Committee was not set up as required under the rules. The Ministry of 
Rural Development have stated as under· : 

"According to the information received so fat, out of 57 markets, 
32 have been completed, 2 abandoned and 9 are in progress. 
Position in respect of the remaining is not clear. 

As reaards release of assistance in suitable instalments and getting 
tlie proposals approved by a State Level Comm'!.ttee, the 
practice is not uniform. While ~  Agencies have fol-
lowed the guidelines, some have not. One of the reasons for 
certain Agencies not giving the assistance in instalments is 
that the work was entrusted to P.W.D. and the entire amount 
had to be deposited in advance. The State Governments 
have already ~  requested to look: into all such cases of 
omissions and commissions and fix responsibility." 

3.40 In 8 Agencies, subsidy amounting to Rs: 12.91 lakhs was 
disbursed to Cooperative Societies during 1970-71 to 1977-78 for cons-
truction of 82 godowris by 82 Cooperative Societies within a period of 
6 months after the payment in each case. Upto Marchi April, 1980 only 
12 societies bad completed the work, 30 societies had not taken up the 
wOrks while 8 societies had reported the works under progress. The Com-
mittee desired to know the latest position of construction of godowns and also 
details of cases where actual cost was less than the subsidy. In reply the 
Ministry of Rural Development have furnished the following details : 

"The following 8 Agencies are involved in this case (i) Bharalpur 

(ti) Alwar (iii) Bhilwara (iv) Gulbarga (v) Bellary 

(vi) Hassan (vii) Myscxe and (viii) Karwar. 

The position in respect of each Agency is indicated below: 

(i) Bluuatpur 

(ii)' Alwar . 

---------
.Not vetted in Audit. 

N'> reply has been received 

SFDA Alwar paid a sum of ~  0 ·41 laklt 
to 13 Cooperative Societies for cons-
truction of godoWns. Out of t 3 societies, 



(iii) Skilwara 

(i v) Gulbarga 

(v) Bel/Qry 

(vi) Hassan 

(vii) Mysore 

(viii) Karwar 
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9 "ref'unded Rs. 0 '28 lakhs as the State 
Govermnent did not oontrlbute its shale 
for the construction of sodowns. or the 
remaining 4 societies, 3 have already 
constructed the godowns a nd furnished the 
utilization certificates. The fourth. society 
has also comJ)1eted the godown but it ~ 

not furnished the utilization certificate. 

SFDA, Bhilwara has intimated that out 
of 10 societies to whom subsidy wa, 
Jiven for the construction of godowns. 8 
cooperative societies have refunded the 
amount. One Society has completed tho 
Godown and has also furnished the utilil'l-
tion certificate. The position of construc-
tion of godown by the remaining one society 
is being ascertained from1the Agenc? 

SFDA. Gulbarga has intimated that ~ 

truction of godown at Chittapur has been 
completed and the construction of godown 
in Shahbad is in progress. 

SFDAt Bellary has intimated that both 
the ,odowns have been completed and 
are in operation. 

SFDA, Hassan has intimated that out of 
4 godowns, 3 bave already been completed 
and are functioning for the benefit of SF! 
MF. The fourth godown has come up to 
the vetilator level but not yet completed. 

SFDA, ~  has intim'olte:! tbat Tilgflra-
pura Service Cooperative Society refunded 
the amount during 1976 and work in respect 
of the other 10 ~ Societies has 
not at aU been taken up so far and no 
I'CIISOflI are abo kno.wri. Action bas already 
been taken to recelvcr the subsidy and 
the matter is under correspondence with 
the ~  concerned. 

SFDA, Karwar bas intimatodthat all tho 
S godowns have bc:cncomploted. 

Rqardina the details of cases, where the 
actual oostis less than the subsidy, informa-
tion isbeina obtained, ~ 

Apncies." 
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3 -41 Tile Committee ftad that there was a wide gap between the 
targets aad aebieftlMuts in seftral agencies whose accounts were tcstoocheckecl 
by Audit. 'The table given in para 3 -17 sbows that tbe performance in 12 
sectors was short of the targets by a .. much as 47 ~~  19 schemes in as 

many ageDcies failed due to defective plaDDiDg/improper impJemeatation and 

were abandoaed, resultiag in infrltctuous expenditure of nearly Rs. 42 lakhs. 

3 -42 In the agricultural sector, overpayments to the tune of nearly 
Rs. 30, lakbs were made in six cases due to excess assistance baving been 

provided without specific sanction of Government. In 19 agencies, Rs. 65.64 

lakhs were SpeDt OD demoustrations but no details were maintained regarding 
the identity of participants or the crops growa. yield per acre etc. The 
agencies also failed to take follow-up action. Similarly. in respect of the schemes 
of dairy farming, poultry development and other subsidiary occupations, it was 

found that several agencies did not exercise proper care in selecting the bene-
ficiaries. In fact, most of the agencies failed to grasp tbe import of guidelines 

in regard to such programmes. The necessary extension services and support-

ing facilities were also not forthcoming. As many as ten instaDces have been 

dted in the Audit Report iii which subsidy of about Rs. 5:Ci ~  lakhs had been 

given for implementation of different schemes of animal hllsbandry and poultry 
farming hut the schemes either could not materialise or failed to yield desired 

results. The poultry farming scheme!'! in particular failed in most (If the 
ageDcies heeause of aoD-naUability of good quality feed. medical check-up, 

inadequate training etc. The Evaluation Study has also jl1ter :Ilia pointed 
out that iD number of project areas, proper care was not exercised to ensure 

that ooly identified Ilgriculturallabourers and marginal farmers were employed 

in rural works programme. Therefore. it is doubtful whether whatever 
employment was generated, actually went to the target groups. 

3 ·43 The Evaluation Report bas further poiated out that cases of mis-
ntilisation of tapat loans were detected in most of the projects. Lack or follow· 
'UP ................ laJrillty of Inputs at the requirecl time were responsible· for this 
sItntIoD. 

3·44 The Coaunittee ftnd that l'UfSWlnt to tbelr dedsiOD to examiae the 
worIrJDg of the SFDA sdieme, tile MinIstry of Rural Development Issued a 
drealar to aD the State Govermneats requesting them to prepare a detailed 
IIrIef eoverlDg an the poiDts meatioDed In the Audit Report by coDveuing a meet .. 
lag of the ageodes concerned so that a Bnal view could be taken OD the various 
deldeDcles brought out therein. It was also emphasised that It was not only 
neeessary to recover the eXcess paymeat from the parties coDcerned bot also to 
fix responslbDity for the various acts or omission and commission resulting f. 
irregularities/excess payment by the ageaeles. 

3·4S TIte COIIIIDIttee COIIINer that maay of the delclencles ID the Imple-
UfellbltIen of the progralDRle _kI have been rectilecl bad tbe States been 
.tgllaat euoagh in JIIOIIitoring their progress. The evaluation study of the 
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Plaanlng Com.fssion has clearly brought out tbat the coordination and review 

coBlmit;ees at the State level had oot beeD ~  in most of the States aad 
had faUed to provide guidance or support to the ageDcies. The State level 

~ whh:h were expe!tfMI to' exerdse eenerat supervision aad ensure 
coordiaation of acttvities of varioflS departments have also generaUy not bE'en 

able to discbarge tbelr fuactions. The Committee have elsewhere in this 
Report emphasised the need for activlsing these Committees so as to 
strcngtheD the monitoring system. 

3·46 The Committee wonld like tbe Ministr) to undertake a compre-

hensive review of the work lag of tbe SFDA Programme in the light of tbe 
detailed commeat. received from the State Goveroments and ensure that prompt 
and effective steps are taken to fix ~  for thE' various lapses and also 
to recover the excess payments made by the ~  The Committee trllst 

that the State C..ovemments who are now required to provide matching funds 
for the DeW Iatearated Rural Development Programme would ensure that the 
nation's mouey is well spent on ameliorating the conditions of the rural poor 
and the sbort-c:emlllls noticed oter the years are ~  without i loss 0' 
time. 

NEW Dual; 
April 28, 1982 

Vaisakha 8, J904(S) 

SATISH AGARWAL 
Chairman 

Public Accounts Committee 



APPENDIX I 

(Vide Pam 1 of IntroclucdaIl) 
Schemes for small/marginal farmers and agricultural labourers 
Audit Paragraph 
1. Introduction 
During the Fourth Five Year Plan, a central sector scheme was 

introduced to bring the benefits of modern technology to the 
small and marginal farmers. and apicuJtural labourers (hereafter referred 
to as ~~  and to raise theJf standard of living b,,. improved agri-
cultural subsidiary occupation nnd supplementary employment. Small 
farmers are those having holdings of 2.5 to 5 keres of unirrigated land 
and marginal farm«s are those having less tban 2.5 acres of unirrigated 
land-50 per cent of these limits for irrigated land. The scheme was to 
be implemented by societies. known as Small Farmers Development 
Agencies (SFDA) and Marginal Farmers and Agricultural Labourers 
Agencie!. (MF AL) established under the SOCieties Registration Acts as 
applicable to the areas where the societies were established. ' In the 
Fourth Plan, 46 AF,ies relating to SFDA and 41 Agencies relating to 
MFAL-87 Agencles in aU-were established. All these were combined 
and continued as SFDAs (hereafter referred to as Agencies) in the Fifth 
Plan and further 81 such Agencies were establrshed. They have been 
continued after the Fifth Plan also. The major responsibility of these 
Agencies are to identify the participants, to investigate their problems, to 
formulate economic programmes for providing gainful employment in the 
participants and to evolve adequate institutional, financial and adminis-
traHve arrangements for implementing various progralJlD1es. During the 
Fifth Plan, each SFDA was to serve 50,000 sman/marginal farmers. 

2. Finance, accounts and audit 
2.1 During the Fourth Plan. each SFDA and MFAL unit was entitled 

to an allotment of Rs. 1.50 crores· and Rs. 1.00 crore respectively and each 
of the continuing Agency was entitled to a further allotment of Rs. 1.00 
crore during 1976-77 to  1978-79. Every new Agency started in the Fifth 
Plan ~  entitled to an allotment of Rs. 1.50 crores from 1979-80 onwards. 
each Agency was entitled to Rs. 2.50 lakhs per annum per block in it and 
in addition, Agencies having integrated rural development  programme and 
intensive employment programme, were entitled to an a.dditional allocation 
of Rs. 5 lakhs and Rs. 10 laths per block respectively. While up to 
1978-79. the entire expenditure on the scheme was met by the Central 
Government it was decided (June 1979) that from 1979-80, the expen-
diture ofthe Agencies would be shared equally  by the Central and State 
Governments. 
2.2 Outlays of Rs. 103 crores and Rs. 174.50 crores had been pro-

vided for the Agencies during the Fourth and Fifth Plan periods respec-
tively, against which Rs. 46.84 ~  ~ Rs. lSlJS crP!'es respectively 
were released during the two Plan penods. Further dunng 1979-80, an 
amount of Rs. 53.33 ctore8 was released to the Agencies against aUo-
cation of Rs. 63.70 crores. The overall release of lunds up to 1979-80 
was thus. Rs. 251.72 crores against the earmarked outlay of Rs. 341.20 cro-
res. Out of this, the Agencies had spent only Rs. 231.64 crores as intimated 

. 52 
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by them to ". Go",omment and thus, the Agencies could DOt utilise even tho 
reduced allocations. 

2.3 The accounts of the Agencies are maintained in the form prescri-
bed by Government and are audited by Chartered Accountants appomted 
by the Agencies. Since the Agencies are ~  substantially by Govern-
ment, they attract audit under section 14 of the ,Comptroller and Auditor 
General's ~  Powers and Conditions of Service) Act, 1971. The 
records of 142 Agencies were test-checked in audit in dtlIerent States and 
the, important points noticed are mentioned in the succeeding paragraphs. 

3. Utilisation of grants " 

~  1 Under the financial rules of Government, the sanctioning authorities 
arc rC4Ull'OO Lo maintain, in a prescribed pro forma, a reccrd of grants 
released by them and to watch the utilis,ltion of the grants and Issue of 
certificates of utilisation of grants to Audit; Accounts offices concerned. The 
register is also required to be reviewed each month by an offi(""er not bdow 
the rank of Deputy Secretary. This register was, however, not maintained 
in the prescribed pro forma by the sanctioning authority and the register 
that was maintained, did not contain any information relating to watching 
of utilisation of grants. From 1976-71. however, the sanction-
ing authority started maintaining a separate record for watching utilisation, 
according to which audited statements of accounts and utilisation certifi-
cates from the Agencies had been received to the following extent (Novem-
ber 1980) :-

Year 

1976-77 

1977-78 

1978-79 

No. of Agencies No. of Agencies Percen-No. of a&encies Per-
to which grants from which tage to from which. cent-
rcleuseJ and audited state- total utilisation certi- age to, 
!lmount ments or accounts No. of ficates received ,total 

received and agencies and amount No, of 
amount Agencies 

No. Amount No. 
(Rs. in 

Amount 
(Rs. in 
crores) croros) 

160 27·50 155 26·29 

166 44,96 145 38·21 

163 40'64 121 31 ·84 

97 

87 

74 

._ ... , ... _----
No. Amount 

(Rs. in 
Q'ores) 

150 25'15 94 

122 31 ·55 73 

87 23 '07 53 

The position in respect of non-receiPt of audited accounts ~  ~
sation certificates for periodc; prior to 19-'6-77 was, thus, not available With 
the sanctioning authoqty . 

.3.2 The several programmes are implemented througb institutions 
spoDsored by the Agencies for the purpose, who are advanced funds by 
the Agencies. Such advances are being booked as final' expenditure under 
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the relevant prognunme iii ~ bbokS of the Agenc1es ~  the utilisation 
certificates furnished by the Agencies included such advances as well, 
without ensuring their actual utilisation by the institution. A test-check in 
audit revCl8led that in 21 Agencies, soch advances amounting to Rs. 425.59 
lakhs had been reported as utilised withoUt ensuring their actual utilisation 
on the programmes.' Even though this irregularity was earlier pointed out 
by Audit, no effective steps were taken to stop it. There was no follow-up 
procedure to watch utilisation of these advances. 

3.3 To encoumge credit institutions, viz.· cooperative/commercial 
banks to advance loans to 'lle participants for implementation of tho pro-
grammes liberally. su_bsidy admissible is paid in advance by the Agencies to 
these institution, subject to adjustment within 3 months and return of 
balance by that date. The amounts that were reported as utilised by the 
Agencies, included all such advances though the advances released were 
far in excess of needs of the credit institutions which neither rendered 
accounts nor refunded unutilised amounts within the prescribed time limit. 
A test-check in audit revealed that in re!'pect of 51 Agencies the amount 
so retained by the credit institutions out of advances paid (since ~ 71 
and 1972-73 in certain cases) and reported as utHised amountea to Rs. 
438.02 lakhs. In 11 Agencies the unutilised a.mount refunded without 
interest after expiry of the prescribed period amounted to Rs. 59.36 lakhs. 
Further, though no subsidy was admissible under the programmes to parti-
cipants unless they availed of loan facilities as well. test-check in audit 
revealed that in 10 Agencie5, subsidy. amountin!! to Rs. 85.25 lalrhs had 
been distn1mted to 9OS7 participants who did not avail of the loan; 

~  disbursements had also been reported as properly utilised by the 
A!:f'1cies to Government. 

3.4 Under the scheme, the expenditure to be incurred on administra-
tion should not exceed 7.5 per cent (5 per cent up to August 1975) of the 
total project expenditure. A test-check in audit of accounts of 15 Agencies 
from inception to 31 st March 1978 and of 24 Agencies from 
inception to 31st March t 979 showed that the ceilings had subs-
tantially been exceeded and that the expenditure on administration 
amounted to Rs. 433.41 lakhs (10.9 per cent) as against total project 
expenditure of Rs. 3977.12 lakhs. resulting in an excess expenditure of 
Rs. 135.12 lakbs over the prescribed ceiling; in 10 of these cases the 
excess was more than double the authorised amount on administratiOn 

3.5 A reat-cbeck in audit disclosed severa1 cases wherein subsidies were 
paid by the Agencies in excess of the ceilings laid down. Two such cases 
(amount: Rs. 44.33 lakhs) are mentioned below : 

(1) According to guidelines. subsidy by Agency and State Government 
tor any programme should be limited to the maximum ceiling as per ·State 
or Agency rates, whichever was higher. For sinkinJ!: new weDs. the rate 
of subsidy admissible, whe1her paid directJy by the Government of Tamil 
Nadu or ~  the ~  was the sartle. viz. 2S Der cent of t'&e cost or 
Rs. 500 whlcltever was less. However. the Agency at Cuddalore paid a 
subsidy of Rs. 8.20 lakhs reoresenting ~ per cent of the cost or 1641 new 
weDs over and above Rs. 8.20 -Jakhs 1)Ilid by the State Govemment for the 
same weDs. This resutted in an overpayment of subSidy of Rs. 8.20 latchs. 

(ii) For. ~  irt'hbllfol't ~  j hirifln &!wfopment 
{:ooperative ~ were paid subsidy in excess of the prescribed eei1lng 
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of 50.pet <lf1t n ~ ~  .t ~~ ~  ~  ~  in 
~  ~  "s. 36.1'3 lakhs; q{' thili, ~  6.60 ~ since been 

~  . 

~ ~ ~ of ~ AFncios ~  tQ be ut.= w·tl1e eeiI.ittg approved 
by ~ tQf ~  PfQ&l"anwe. A to8 . . in audit, bowewrt 
revealed that In· 7 Asencies the funds had been utilised in e:ICDIS of the 
prescribed ceilings or in financing projects on behalf of credit institutions 
without any ~  from them involving expenditure of Rs. 15.82 lakhs. 
Such expenditure bas also been reported to Government as utilised. 

4. Identification of beneficiaries 

4.1. The benefits under the scheme were to be confined essentially to the-
small and marginal fanners and agricultural labourers identified by each 
Agency. The number identified by'the Agencies at the end of each year 
from 1971-72 to 1979-80 was reported by Government to be 20.30 tatebs, 
34.93 lakhs. 39.27 lakhs, 46.03 laths, 84.59 lakhs, 122.36 lakhs, 146.64-
lakhl', 163.34 laths and 167.77 lakhs respectively. According to records 
of Government, the number of identified ~ benefited had increased 
from 16.43 lakhs as on 31st March 1974 to 79.66 lakhs as on 31st March 
1980. A test-check in audit of records of the Agencies in this· connection 
revealed that: . 

the lists prepared by the blocks had not been test-checked by 
14 Agencies for their correctness (though required under the 
Rules) ; 

the Jist's were .incomplete in many respects in 15 Agencies; 

in 18 Agencies 1944 persons ineligible to be classified as ~  
~  marginill farmers (as their land holdings were more than 
the preScribed limits) were provided with benefits amounting 
to lb. 11.72 takhs; 

in Q ~  financial benefits in excess of the prescribed rates 
of sulwidy amounting to Rs. 29.65 lakhs were extended to 
23,221 participants; and 

no register of beneficiaries under each programme had been 
maintained in 18 Agencies. 

5. NOli-maintenance 0/ register of assets and Mock accounts-under 
the financial rules of Government the grantee ~ are required to 
maintain an account of permanent assets acquired wholly or mainly out of 

~  and to furnish extract from. it annW1Hy to the sanction-
ingauthority; the sanctioning authority is also required to maintain block 
ClCCOlfllts of the assets in qucsl;on. No such accounts hud., however, heen. 
maintained by the Agencies and the sanctioning authority. 

6. Targets and achievements.-Under the scheme a comprehensive pro-
ject report was required to be preFed by each Agency @tUning the main 
features of its area Of ~  Its economic characteristics, ~ ~  

~ pat.te.m,· irrigation a .. nn ~  various ~ ~ the proJect; th'. S 
report is considered by a comnuttee of SecretaTles CODSJituted by Govern-
ment an<i approval given. ~~  approval, the f\genCY.ls. entitled to Illake 
chanl!os sllbiect to the condition that only D:Ul)or vanaMns would need 
aoproval of Government'. 11 was, however, noticed in audit that 13 
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Agencies undertook 18 schemes (cost: RI. 68.09 lakhs) which were 
either not included in the approved schemes of the respective Agencies or 
rejected by Government. 

A test-check in audit revealed that in several sectors the achievements 
were far less than the targets fixed in the awroved project reports as 
detailed below : ' 

Sector 

Agriculture 
Dairyinl . 
Poultry 
Otber animal husbandry 
Minor irription 
Rural artisans 
&ural works 
Cooperatives 
Risk fund . 
Fisborios 
Markotiq and sodowns 
Other achomas 

TOTAL 

No.uf 
agencies 

62 
29 
16 
49 
6S 
20 
IS 
43 
6 
6 

33 
]9 

7. A nimaI husbandry programme 

Target'i Achieve- Shortfall 
monts 

(Rupees in lakbs) 

1,946 ·61 I,034'IS 912·46 
870'36 S57 -OS 313·31 
60·54 10·87 49'67 

743·47 380·86 362'61 
3,762'16 1,889 '56 1,872 '60 

10S·83 52'95 52·88 
267 ·15 187 ·23 79'92 
487·82 328·tIJ 159·13 
31 ·53 ]0'30 21 ·23 
38 '75 21004 11·71 

259·70 162 ·91 96·79 
306·96 58 ·79 248·17 

8,880 ·88 4,694'40 4.186 ·48 

7.1 Till March 1980, 9.00 lakh participants are reportOOto have been 
benefited under various schemes relating to animal husbandry., such as dairy-
in&. poultry, goat-keeping, sheep-breeding. piggery, fisberiea, etc. The 
following points were noticed in audit in respect of some of the schemes 
executed by the .Agencies. 

7.2 The Agency at Kb8si and Jaintia Hills (Meghalaya) promoted 2 
co-operative societies for implementatiOn of a dairy development pro-
gramme and paid to them a subsidy of Rs. 2.98 lakhs from July 1972 to 
November 1974. The cattle supplied to the farmm were not as per their 
choice and there was insufficient supply of feed. As a result, the scheme 
failed and the societies also became defunct; thus, no lasting benefit actually 
accrued to the particiPB:Dts. 

7.3 The Apcy at Garo Hills (Meghalaya) incurred Rs. 1.21 hums 
during 1973-74 to 1975-76 towards purchase of 20 cows (Rs. l.09lakhs) 
and constructions of sheds (Rs. 0.12 lakh). The scheme, however, did 
not materialise as the bank did nat sanction loan and the A&ency decided 
(June 1976) that the scheme be wound up and the cattle dISposed of by' 
public auction. Further developments of the case were not availllble. 

7.4 The Agenc¥ at Simla (Himachal Pradesh) undertook a scheme in 
1975-76 for provislon of one milch cow each to 1000 small farmers and 
2530 marginal farmers in a period of 5 years at an estimated subsidy of 
Rs. 21.95 lakhs and estimated loan amounting to Rs. 48.65 Iakhs to be 
raised by farmers. The Agpncy incurred an expenditure of Rs. 10.22 lakhs 
(nearly 50 percent of the provision) on the scheme up to 1978-79 and 
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-supplied one' cow each to 176 small farmers and 1234 ~  farmers 
oolj, resulting in a shortfall of 82 per cent in the case of farmers and 
51 per cent in the case of marginal farmers. 

7.5 For the distribution of 5 lakh cocks and ben to small and marginal 
farmers over a period of 2 years (1973-74 and 1974-75), the AgeDJ;y at 
.Cannanore (Kerala) incurred an expenditure of Rs. 2lakhs towards pur-
chase of incubators and other equipment which were installed in a State 
Governmeot poultry. farm. The incubators were commissioned in March 
1974 raising the incubation capacity of the farm by 25,000 chicks per month. 
The number of eggs additionally hatched during 6 years (1974-75 to 1979-
80) averaged 0.572 lakh per year against the additional installed capacity 
of 3 lakh eggs per annum and the number Of birds distributed. during 6 
years was 1.10 lakhs against 5 lakhs programmed for distribution within 2 
yeats. Government stated (April 1980) that the Agpncy could not achieve 
the target due to inability of the fanners to raise loans and lack of enthu-
siasm in them. 

7.6 For supplying annually 120 pullet chicks each to 2500 selected 
farmers, the Agency at Quil.on (Kerala) agreed to provide Ri. 4 lakhs to a 
state poultry fann for construction of poultry houses, purchase of incubators, 
etc. The poultry farm purchased 14 incubators (cost: Rs. 0.83 lakh), 4 
of which were installed in an existing poultry building and the remaining were 
stored in the office verandah of the Agency. Government declined to 
approve the scheme; the scheme was abandoned and the incubators trans-
ferred to other State Government farms. The expenditure (Rs. 0.83 lakh). 
thus, failed to render benefit to any identified participant. 

7.7 To· provide a viable subsidiary occupation to the participants, many 
Agencies financed the establishment of poultry units by providing subsidies 
for constructing poultry sheds, supply of chicks of ct>mmcrcia1 age groups 
(5 months) and proviSIon of other equipment. In 6 Agencies, such schemes 
had failed after incurring expenditure of Rs. 11.24 Iakhs. The failures 
were attributed to non-availability of good quality feed, medical check-up, 
inadequate training and ilJiteracy, supply of chicks of only 2 to 3 months 
age, non-erection of· sheds of approved size, inability to complete with big 
poultry breeders, etc. 

7.8 The Agency at Visakhapatnam (Andhra Pradesh) undertook in 
1971-72 the preparation of nylon nets for supply to fishemwn and incurred 
in all an expendIture of Rs. 4.70 lakhs on the scheme. It was noticed that 
222 nets (approximate cost: Rs. 0.76 lakh) prepared in 1972-73 could not 
be distributed reporredly due to their mesh bemg larger than the local 
requirements and other defccts. The life of the unused nylon nets having 
!lIso expired in about 4 years, the expenditure of Rs. 0.76 takh became 
mfractuous. 

: 7.9 In TamU Nadu, 5 Agencies.paid (1972-73 to ~  Rs. 24.6.:. 
lakhs as advance subsidy to Tamil Nadu Poultry Development Corporation/ 
Animal Husbandry  Department for establishment of feed ~ units. 
hatching units and strengthening of poultry extension centres without draw· 
ing up proper plans and estimates. The units had not been set up in 3 
Agencies and Rs. 15.50 lakhs were pending recovery (May 1980). In the 
4th Agency out of advance subsidy of Rs. 7.80 lakhs paid, Rs. 4.84 Iakhs 
only were spent and fhe balance of Rs. 2.96 lakhs was pending recovery 
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(June-I 9&0) ; out of ~ alnount ~  ~~ 4,84 ~~ J ~ 1.94, ~ Wete' 
spent outside the· project _It lheS\b A&enc t a ~ feed ~ ~  
established in November 1977 (cost: :as. ~  after 4 years from 
the release of funds Pf'oduced 1000 ~  of feed out of raw material (cost: 
as. 0.11 ~  ~ in 1973 aod 803 lP. ~ feed ~  unit 
resulting in loss Of. Its. 0.07 lakh. The unit had not ~  theIoafm 
for want o{ technical assistance (May 1980). Thus, the entire subsidy of 
Rs 24.64 laths had not served the deaired objective. 

(ii) The Agencies at Thanjavur and Kanyakumari (Tamil Nadu) 
released Ri. 3.36 lakbs as advance subsidy to cooperative institutions for 
installation of milk chilling piants and purchase of laboratory equipment for-
quality control am;i ~  The entire amount (Rs. 1.50 Jakhs) advanced 
by the Agency at Thanjavur was refunded in July 1978 due to poor pro-
gress in work. In the other Agency, the chilling plant (subsidy: Its. 1.27 
lakhs) had not been established so far (May 1980) and Rs. 0.44 lakh had 
been spent on milk testing equipment which was not covered under the 
scheme. 

8. Minor Irrigation 

8.1 The Agency at HooghJy (West Bengal) decided to sink ~  shal-
low t ubeweUs through Anchal Panchayats, cooperative societies and regis-
tered associatioKS aDd to finance 50 per cent of the total cost as subsidy 
to the executing agencies. Contrary to this decision, the Agency itself 
placed orders for supply of one lakh metres of galvanised mild steel tubes 
till April 1974 ~ a cost of Rs. 33.94 lakhs (Rs. 30 lakhs paid up to 
Decemh:.:r 1974). The Agency received (November 1974 to April 1975) 
94,601 metres of pipes only from the suppliers and for 5.399 metres (Cost : 
Rs. 1.55 lakhs) received short. a claim for Rs. 1.55 lakhs lodged (March 
and July 1975) with the railways still (September 1980) awaited settle-
ment. Out of 94,601 metres 37,601 metres (Co..,t: Rs. 13 lakhs) were 
utilised and 740 shallow tubevvel1s were sunk. As the bankers refused 
to finance such schemes, the whole programme was disrupted: 20.115 
metres of pipe were transferred (September 1979) to other Agencies )caving 
a balance of 36,885 metres (value: Rs. 12 lakhs) as on 31st March, 1980. 
No part of the expenditure (Rs. 13 lakhs) had been recovered from the 
beneficiary societies. 

8.:! As per ~  report of the Agency at Mysore (Kamataka). PO 
community ~ we1li were planned to be taken up till March 1979, 
against which the ~  undertook 34 well.; only at a cost of Rs. S.72 
lakh .. ~  subsidy of these 7 were compJefed. 3 abandoned. 13 were 
not taken up and 11 were under execution (March 1979). In respect of 
23 of these wells, no loans had been sanctioned either by the State Land 
Development Bank or the' ~  Government and the subsidy of Rs. 2.27 
lakhs relating to 13 wells that were not taken up at all, had not been 
recovered by the ~ (September 1979). 

8.3 An irrigation project was approved by the Agency at Shi110ng 
(Megbalaya) in Novem.ber 1975 as acommLJDity work with SO per cent 
subsidy though the fanners had not registered themselves as a society and' 
Rs. 3.26 lakbs had been spent (tID April 1980), the work was not yet 
completed. It was noticec;l 1ft audit that proper survey had not been don!." 
and estimates had. not been properly checked to assess the feasibOity of 
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1he scheme. The release of subsidy of Rs. 3.261akhs for thebeneflt of 
22 farmers (increased to 60 as rcported by the Agency in April 1980) was 
substantialty in execs:" of the ceiling prescribed for assistance to each parti-
cipant (Rs. 3,0(0). 

8.4 The Agency at Quilon (Kerala). undertook in 1972 reclamation 
ot ~  ~ of paddy fields through a. coop.erative society to facilitate con-
vcrslollof smgle _crop to double crop fieJ.ds at an estimated cost of Rs. 12.51 
lak.hs to benefit 619 farmers. The scheme was abandoned in October 1974 
after spending Rs. 1.82 lukhs. Against subsidy of Rs. 0.91 lakhs' admis-
sible for the work done (value: Rs. 1.82 lakhs), Rs. 2 lakhs had been 
paid by the Agency as advance subsidy during March-October 1973 and 
the amount paid in excess (Rs. 1.09 lakhs) ha4 not been recovered so far 
{April 1980) from the society. . 

. In addition,the society was paid Rs. 0.51 lakh in July 1972 towards 
sbare capital contribution as interest free loan (to be repaid in' 2 years) 
against which a sum of Rs. 0.43 lakh was outstanding (April 1980). Gov-
ernment stated (April 1980) that non-completion of the scheme was due to 
fall in the prices of foodgraihs, that arbitration cases had been filed by the 
Agency agninst the society for' recovery of Q11adjusted advances and that 
in future, subsidy would be paid after ~ the value of work done. 
The Aaency. statcd (April 1980) that possibilitles were being ~  for 
(:omplcting the work under "People Participation Programme". 

8.5 Five deep tubewells sunk ~ the Central Ground Water Board 
during 1972-73 and. 2 other deep tubewdls sunk by the State Government 
of Kerala during 1976-78 were taken over by the Agency at Quilon at a 

~  of Rs. 3.65 lakhs with a view to irrigating 667 acres of paddy lands. 
The total expenditure on the 7 tubewells and other ancillary works amount-
ed to Rs. 4.56 lukhs, of which  Rs. 2.28 lakhs were recoverable from the 
beneficiaries. Of this, Rs. 1.15 lakhs were yet to be realised (April 1980). 
Irrigation had not commenced from 6 of the tubewel1s since field channels 
had not been completed (April 1980), nor were pumps installed in 2 
tllbewells. Irrigation from the seventh tubewell, which commenced in 
April 1976. was discontinuoo in March 1978 when electricity was dis-
connected. due to non-payment of electrici.ty charges. Re-oonnedion of 
electricity had not been made so far (Apnl 1980). 

Government ~  (April 1980) that the farmers ~ no enthusiasm in 
lhecultivation. of paddy or raising of additional crops In !he ayacut of the 
tubewells owing to the fall in the price of the foodgralns and that the 
Agency was making efforts to utilise satisfactorily the wells and ato;o to 
recover the outstanding dues. 

&.6 The Agency of Vadodara. (Guiarat) paid ~ 1971 tc? Mar.ch 
1979) Rs. 13.56 lakhs as advanced subsidy to 3 banks In ~ Wlth 
con!'ltruction of 15 tubewells, 16 dug-cum-borewells and 11 bft ~  
schemes. Till May 1980, no work had been started and the amount (Rs. 
13.56 lakhs) ~  lying l1nutllised with the banks.. The farmers had not 
even formed societies and no loan had becnsunctlOned. 

In 15-'other cases, where ad\lunce subsidy (RS. ~  had ~  
paid during December 1977 to March 1979, constfl1Ch0!l ",ork WQS1Q-

~  (May 1980); besides, in 5 cases, where a SUbSIdy of Rs. 2.83 
s ~  



60 

iakhs WSi paid during August 1972 to ~  1975 water was found' 
to be unsUitable for irrigation. ' 

. 8.? ~  ~  project area at Bidar (Karnataka). 5 commercial banks, 
'Yhile Intimating ~  ~  the progress of work in respect of loans ~ 
tloned by them for lfngatJOn wells etc. during 1971-72 to 1977-78, stated 
that 424 ~  had ~  the ~  ,amounting to Rs. 3.84 
lakhs and In 9 cases wells had failed. No information regarding the reco-
very of the subsidy paid in this connecti6n wa& availabJe with the 
Agency. . 

8.8 Tho Agency at Alwar (Rajasthan) paid Rs. 1.06 lakhs during' 
1975-76 to 1977-78 to the financing institutions as subsidy for tbe construc-
tion of 82 dugweJIs. A spot inspection of some wells by an officer ·of the 
State Government' revealed (October 1977 to November 1978) that in 29 
cases (subsidy Rs. 0.33 lakhs) , no wells had been constructed and ill 53 
cases (subsidy: Rs. 0.73 lakhs) , the wens were incomplete. The Agency 
stated (February 198{) ) that inspite of their persistent efforts, the financing 
institutions had not effected recoveries from the beneficiaries. 

8.9 To provido irrigation facilities to 142 pnrticipants. the Agency at 
Ropar (Punjab) installed (1972-73) 5 community irrigation tub'\:w.ells in 
2 viUagcsat a cost of Rs. 4.88 lakhs (Rs. 2.23 lakhs paid by the Agency 
as subsidy and Rs. 2.65 lakhs raised as Joan from the commercial banks). 
The wells were to be run by the societies formed by the Agency. The benC'-
ficiaries were not satisfied with the functioning of tubewells due to their 
low discharge and less  coverage of area (150 acres) than that proposed 
in the flcbeme (272 acres) and stopped taking waler from the tubcwe11s 
with the result that. the operation of the tubewells was closed from July 
1977 /Pebruary 1978 rendering the entire investment (Rs. 4.88 lakhs) un-
productive. A sum of Rs. 5.60 ~  was due to be J1&id by the partici-
pants to the banks (March 1980) towards repayment of loan and in-
terest. . 

The Agency stated (March 1980) that'the question of transfer of 
tubewells to the Government/State Tubewel1s Corporation Limited (as 
de§ired by the participants) was under consideration, 

8.10 Four Agencies in Tamil Nadu advanced (1972-73 to 1976-7y) 
Rs. 7.94 lakhs as subsidy (at 50 per cent of estimated cost) to 51 lift ~ 

galion societies for sinking of Community wells. Of these, 47 socities in 
3 Agencies were under the process of liquidation (May 1980) due to non-
availability of funds etc. In one ~  the beneficiaries covered under 
the scheme were found lobe viable farmers and hence t'ec<Wery of amount 
paid to them (Rs. 1.24 lakhs) was ordered of which Rs. 0.46 lakh bad 
been recovered, the balance of Rs. 0.78 lakb was yet to be recovered 
(May 1980). 

8.11 The Agency at Chengam (Tamil Nadu) paid (January 1972) 
RI. 0.71 lakh for sinking of 7 community irrigation welts with loan assistance 
from cooperation department. The work still remained to be complete<i 
after a lapse of 8 years (May 1980). 

8.12 The Agency at Pondicberry paid (1971-72 to 1975--76) Rs. 6,01 
lakbs as subsidy (at 50 per cent rate) to 22 Jiftirrigation societies, eaclf 
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formed of 20 to 2S participants. Of these. 9 societies (subsidy paid: Rs. 
2.20 laths) were either wound up or were under liquIdation due to un-
economical working; 4 societies (subsidy paid: 'Rs. U.80 lakh) were yet 
(May 19S0) to ~  loans from financing institutions and of the re-
m.miDg, only 4 were functioning and the others (5) were dormant. The 
outlay of Rs. 6.02 lakhs was, thus, largely infructuous. 

8.13 During 1975-76 to 1978-79, 4 Agencies (2 ill Madhya ~  
and 2 in Mnharashtra) paid Rs. 140.801akhs to the participants as subsidy 
for construction of wells, installation of pump sets, repairs to old wells, 
etc. The Agencies had no information (September 1979) regarding the 
number of wells actually constructed/repaired, pump sets. installed,the 
extent of additional irrigation facilities provided and whether the funds had 
been utilised fot the intended purpose. 

The Agency at Sirmur (Hima·.::hal Pradesh) took up in 1973-74 exe-
cution of 11 community irrigation schemes at an estimated ~  of Rs. 74.74 
lakhs with 50 per cent assistance by the Agency, h"hmce to be met by 
552 participants. ~ . participants did 'not form themselves into a regii-
tered society and ~  were entitled for assistance at :H-I/3 per c.::nt; 
only, resulting in ovcrp,WlIlcnt of subsidy by Rs. 12.4(, ~  Forther the 
extent of assistance per participant worked out to owr Rs. 7,100 whereas 
the tna.timum ceiling flxed was only Rs. 3,000; the eX{!'':l cost had 110t been 
rcgularised by sanction of Government. It was further noticed in audit 
that : 

10 schemes were completed at a cost of Rs. 37.97 lakhs and 
expenditure 00' the remaining one scheme amounted to ooJy 
Rs. 1.43 lakhs till September 1979, thus indicating over-esti-
mation of cost and substantial overpayment of subsidy (esti-
mated at Rs. 17.67 lakhs); 

the beneficiaries had contributed for the scheme only a sum of 
Rs. 10.69 lakhs; and 

the State Government had retained a sLIm of Rs. 6.59 lakh, 
towards cost of. administration, whereas no such charges were 
debitable ~  the Agency under the arrangement. 

8.14 The Agency at Delhi paid Rs. 3.08 lakhs to the Central Public 
Works Department (CPWD) in 1974-75 for the construction of 12 com-
munity tubcWelis in 12 villages. The work was completed in 1977-78 at 
100 per cent (instead "f SO per cent) resulting in overpayment of Rs.l.S7 
lakhs. Out of the 12 tubewells 10 were reported to be in operation and 2 
affected by floods were not in working order. 

9. Customs service scheme 

. Under this. scheme, the Agencies could help cooperati-.e ~  agro-
mdutries corporation, etc. to procure tractors and other equipment by 
providing 50 per cent as suhsidy subject to condition which. inter ~ 
vided that the equipment he hired ~  concessi<?nal rates to the participnD:ti. 
A test-cbeck in audit reve::t1ed that 10 8 Agcllfles. tractors nnd other eqUlp-
Ment 80 procured at a cost of Rs. 14.48 IAhs had not been adequately 
utiiised for the needs of the participants (details ill Annexure). 



1O. Rural artiS(J1lS programme 

10.1 The scheme for rural artisans provides for training of artipns/ 
participants in trades like carpentry, masonry, etc. and' the ~  parti-
cipants are 10 be gh'cn stipend for a period of one/two years for ttaining 
and then assisted ~ set up workshops· in the villages. Till March 1978. 
an ex.penditure of Rs. 123.78 lakhs was incurred and 0.12 lakh artisans 
had been trained during 7 ~ March 1978; most of these had 
not, however, been provided with f;ubsldy to set up workshops. nor was 
any follow-up action taken with the result that the entire expenditure 
(Rs. 123.78 lakhs)on the scheme proved unproductive. Government 
stated (December 1979) that the programme had been given up in the 
Fifth Plan. 

10.2 The Agency at Kamrup (A$sam) incurred an expenditure of 
Rs. 1.31 @khs during ~  and 1974-75 for' imparting training .to 
250 candidates. The scheme was abandoned during 1974-75 after im-. 
parting traininl to 215 candidates on tbeground that 20 per cent out 
of 2'1 S trained ~  were engaged either in their own or other trnde 
and that the temaining 80 per cent could not be engaged il\· any business/ 
profession mainly. due to non-availability of financial assistanee from 
banks. The expenditure of Rs. 1.31 lakhs, thus, proved to be' largely 
unproductive. 

10c3 Despite the advice of the Directorate of Employment and 
Training (Tamil Nadu) that the rural artisan training programme would 
result in duplication of efforts as a similar programme was already in 
force in the project area, the Agency At Madurai slarted the programme 
In November 1974. Up to April 1976, 383 persons were trained at a 
cost of Rs. 1.39 lakhs after which the scheme was closed on the ground 
that the trained persons bad no scope for employment in their trade in 
their villages. The entire expenditure of Rs. 1.39 lakhs, thus, proved 
illfructuous. 

11. Markets' and godowns 

11.1 The Agencies can grant subsidy at prescribed scales for the 
dcve]opmeJlt of regulated markets, construction of godowns, market yards, 
etc. in the project area foc the benefit of the participants. A test-check 
in audtt revealed·tlmt out of subsidy of Rs. S4.30lakbs disbursed by 
] 7 Agencies for estabJisbin.g 57 regulated markets during 1972-73 to 
1978-79, only f7 markets had so far (April 1980) been eltabllshed; the 
works in 22 markets were in progress; subsi4Y of Rs. LSI lakhs bad 
been refunded in 3 cases; worK in 7 markets 'was not yet started agd no 
information was available with the Agencies regarding 8 markets. Fur-
ther, the conditions relating to disbursement of subsidy in 5 or 6 instru-
ments, constitution of state level committees, matching contributions, etc. 
had not been adhered to in any case. 

l1.2 In 8 Ap-encics, subsidy arnountin,g to Rs. 12.91 lakhs was dis· 
bursed to cooperative societies during 1970-71 to ~  for constritc-
tion of ~ ~  by 82 cooperative soc.ietics, within a period ()f 
() months after payment of tliubsidy in each· c.'lse. lJp to March I April 
1980. onlY 12 ~  had completed the work; 32 societies refunded 
Rs. 1.20 fakhs without utilisation and work in 8 .. ~  was ~  

, 



to be in progress and that in 30 societies had not so far (Marchi April 
1980) been taken up. Completion r<a><>rts of 3 works revealed that 
actual cost was Rs. 2.14 lalms against subsidy of Rs. 2.79 lakhs paid to 
tbt societies. 

12. Agriculture 

12.1 The schemes relating to agriculture are to be given priority 
attention by the Agencies and these included ~  agriculture, multi .. 
pte cropping, introduction of high yielding varieties of seed's. soil conser· 
vation. ~  etc·. Accorcling to Government 61.57 lakh partici-
pants had been benefited (77 per cent of the beneficiaries under all 
sectors) to end of March 1980. The expenditure incurred on this sector 
amounted to Rs. 28.66 crorcs, ~ 14.5 per cent of total 
expendilure to the end of March 1979. A test-chcck in audit of the 
records of the Agencies in implementation of these schemes disclosed the 
following points : 

12.2 Four Agencies in Kerala paid during the period ended 1979-80 
6ub8idv of Rs. ] 17.95 lakhs to 21,3S0 participants for soil conservation 
work. in 9,040 hectares. The Agencies had not carried out any survey 
to ascertain whether the lands benefited by the soil conservation works 
were brought under cultivation and whether the benefit had actually 
accrued to the participants. Details of increased agricultural output, jf 
any, were also not available with the Agencies. No repOrt in this con-
nection had been asked for by Government also. Nine works, for which 
subsidy of Rs. 9.54 lakhs had been paid. were lying (April 1980) in-
complete since 1975 (3 works), 1977 (1 work) and 1978 (5 works). 
Government stated (April 1980) that the incomplete works were being 
got completed under a loan scheme of the ~~  Soil Conservation Depart-
ment and that the works were in progress. 

12.3 The Agency at Simla (Himachal Pradesh) incurred expenditure 
of Rs. 16.60 lakhs during 1976-77 and 1977-78 fot' 3,644 part.icipants 
to meet cost of G.C.I. sheets, grain bins, seeds, plollf.!hs and other imple.-
ments under land development; the scheme had been executed without 
obtaining approval of Government. Although Rs. 16.60 lakhs bad been 
spent on \larious items, viz. G.C.T. sheets, grain bins. ~  fert1liscrs, 
ploughs. etc. the intended purpose had not been served a5 the distribu-
tion of seeds and fertilisers before land development/reclamation could 
not have been of use. Of the material purchased, material worth Rs. 0.R4 
lakh was lying unutilised (July 1979). Although assistance under the 
schCYTlp, was not admissible to those who did not r::i"c loans. subs:dy ot 
Rs. 6.23 lakhs was paid ~ 1976-77 and 1977-n) also to particj.· 
pants, who did not ~  hillS. Government stated (December 1980) 
that the matter regarding regularisation of expcnditure was under consi-
deration. 

12.4 In respect of a few schemes Ulkcl1 liP under agriculture sector, 
the Agoocies had not restricted the assistance to the scales laid down nnd 
the ~  assistance was also provided without specific sanction of 
Government, fCSllltinj!; in substantial over-payments. In 6 such cases, a 
sum orRs. 29.95 lakhs was overpaid. . 
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12.5 To intensify horticulture and kitchen gardening aetiYitiea, tbe 
Agency at Hazaribll8h (Bihar) decided (July 1976) to subsidise 14,000 
partidpallf$ during 1976-77 and 1977-78 ~ the rate of Rs.2S per parti-
cipant, in the lorm of seedlings worthRs. 20 and pesticides worth 
Rs. 5 anticipating that the farmers wo.:;lJ ~  Ro. 75 in t;'e sha;;e of 
~ ot enclosures, supervision, watering, etc. nnd bring the trees to the 
fruit-bearing ~  The pro,uam.me. when subn'litted to Government 
(August 1976), was rejected-(September 1977). In the meantime, how-
ever, Rs. 3.22 lakhs had been ~  during 1976-77 and 1977-78 
on supply of seecUiugs and pesticides to 13,200 ~  The Agency 
had no information (May 1980) as to whether the participunts incurred 
any expenditure on the nurturing of the p1:ll1ts and how many of the plants 
reached the ,fruit-bearing stage. . 

12.6 With a view to demonstrating the modemmetbods of agricul-
ture and usc of fertilisers to 111(.', small/margipal farmers, in 19 ageocies, 
Rs. 65.64 lakhs were reported as spenl during J971-72 to 1977-78 on such 
demonstrations. The Agencies had, however, no details regardi:-:J,:: identi-
ty of the participant;, in whose fields demonstrations were held, .varieties 
of crops grown, yield per acre in the-area before and after the demonstra-
tions. No follow-up action had either been taken. .. 
13. Cooperatives 

13.1 For strengthening the cooperative sector, the scheme provided 
for grant of share capital loans, risk fund subsidy, ~  subsidy and 
non-()verdue cover advance by the Agencies to the cooperative societies/ 
banks etc. The Agencies could pay share capital loan to the societies at 
Rs. 40 per member they enrol; the ioan was frcc of .inkrcst and repaya-
ble in 2 annual instalments. A test-check in audit showed that in 
28 agencies, Rs. 49.15 lakhs were overduo (May 1980) for recovery 
since 1971-72 onwards. 

13.2 The purpose of risk 'fund subsidy is to cover the mk of the 
societies and banks in extending credit to the participants and toe subsidy 
is to be calculated on the tntal amount of loan reduced by the amount 
of subsidy paid to 'the institution by the ~  It was noticed in test ... 
check in audit that : 

in 4 Agencies tbe risk {WId subsidy was paid on the subsidy 
portion also resulting in overpayment Of Rs. I.S0 lakhs; _ 
and 

in Karnataka, 7 Agencies advanced Rs. 30.60 lakhs (197J-
72 to 1978-79) on account of risk fund subsidy to various 
financing institutions, out of which Rs. 19.23 la1chs were 
adjusted, leaving a balance of Rs. 11.37 lakhs outstanding 
with the institutions as at the end of March 1980; part of ;t 
had been outstanding for recovery for over 7 yearswitbout 
payment of any interest; in 10 Agencies, Rs. 18.11 lakhs 
were pa:d during ~ 71 to 1978-79 as risk fund subsidy 
without verifying whether dllif11<;; slIhmiflM by the institu-
tion were ie respect of identified participants or not; the 
possihility of overpayment/wrong payment in these cases 
could not, (bus. be ruled out. 
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13.3 To c0111penS<'lte the credit institutions for extra staff to be em-
ployed for. work connected with the scheme, managerial Atbsidy was paid 
-on a taperIng pattent (100 percent in the first year 66 % percent in the 
sl!cond year. 33 % percent in the third year and nil thereafter). A 
test-check in audit revealed that: 

in 6 ~  subsidy during second and subsequent years 
also was plUd at 100 percent resulting in overpayment of 
Rs. 0.81 lakh; 

the Agency at Bilaspur (Madbya Pradesh) paid (Septembet 
1977 Hnd March 1978) Rs. 1.20lakhs. to 11 societies on 
c:d hoc basis without taking into accoupt.. the expenditure' 
Incurred by the societies in connec.!ion'" with the scheme. 
one Agency, stated (ScptC!.Dbe.r 1979) that the position of 
staff deployc..d by the societies for the Agency work would be 
ascertained and excess payment made, if any, would be re-
covered. 

J 3.4 The Agencies arc authorised to extend loan assistance to deserv-
illg ~  Central Banks to provide the non-overdue cover for 
assistance rendered to participants. In 4 Agencies, Rs. 22.30 lakhs (out 
of Rs. 30.00 Jakhs advance) were overdue for recovery in May 1980 

~  in respect of such Joan assistance. 

14. Other points of illterest 

14.1 The I\gcncyat Khasi and Jail'ltia Hills (Meghalaya) allowed a 
coop::ralivc bank to set apart Rs. 4.50 lakhs from the Agency's funds as 
marg-inal security in respect or cash credit accommodation provided by it 
to a cooperative society. The society tailed to fulfil its commitment wiOt 
the bank and the latter debited Rs. 1.39 lakhs to the Agency's account. 
The extension of such security out of Agency's funds was not covered 
under the scheme, nor wa5 approval of the governing body obtained. 

14.2 The Agencies at Simla and Sirmur (Himachal Pradesh) -had 
been getting certain schemes exeruted through two autonomous bodies-
Development Project, Simla and Sirmur Agricultural Development Project. 
These bodies, formed in September 1976 and February 1975 respective-
ly without approval of Govemmellt/State Gqvemment, had the same 
office and working officials as the Agencies. The Project . Officers of 
the Agencies. were also the Mapaginp: Directors of these projects and the 
Accounts were audited by Chancred Accountants. -

All amounts paid to the projects were shown as utilised by the 
Agencies in their accounts and certificates furnished to GdVernment 
thouj!h part of the 'funds was ~ unspent with the projects. The 
expenditure so reported as utilised included contingent expenses amount-
ing to Rs. 8.60 laths of the two projects, tllOUgh such expenditure was 
outside the scope nf the scheme. It was noticed in audit that Ri. 6.01 
lakh"l andRs. 18.50 lakhs were fransferred by the Agency at Simla in 
1970-77 and 1977-78 respectively to the Development Project, SImla as 
subsidy under vllriollS schemes and amounts !>hown as utilised in their 
acccJ,Jnts whereas actually Rs. 3.00 lakhs e.nd Rs. 14.07 lakhs were ~  
unspent with the project at the dose of 1976-77 -and 1977-78 respectively. 
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Similarly, RI. 12.64 Iakhs: Rs. 40.50 takbs, Rs. 28.43 lakhs and 
Rt. 9.15 lakhs lftretransferred by the Agency atSirrnur to Sirmur Agri-
cu1nlra1Devclopment Project in 1974-75, 1975-76, 1976-77 and 1977-78 
respectively out of which Rs. 9.59 lakhs. Rs. 29.66 lakhs, Rs. 32.52 
la,kbs, and Rs. 16.12 lakhs were lying 1.Hlspent, with the project 3t the 
end of 1974-75, 1975-76, 1976-77' and 1977-78 respectively though ill 
the accounts 01; the Agency amounts were shown as fully utilised. 

Further a test-check in audit of the records of projects showed that 
in the case of Sirmur Project, Rs. 41.70 lakhs were spent on unapproved 
schemes like construction of consumer stores (Rs. 31.76 lakhs), ginger 
marketing (Rs. 3.98 lakhs), construction of farmers' homes (Rs. 3.94 
~  and purchase of trucks (Rs. 2.02 lakhs). 

14.3 TbeAge.ncy at Tirunelveli (Tamil Nadu) deposited (March 
1977 to March 1978) Rs.2.23 lakhs with the Tirunelveli Central n,-
operative Bank in favour of the Project Co-ordinator, Whole Village Deve-
lopment Scheme, Sankarankoil for execution of certain scl:cmcs witl'ou( 
examining their viability. The amount Wni yet (May 1980) to be ~  

refunded.' 

15. Ewiluarion 

An evaluation study of the scheme was conducted by the ~  

Evaluation Organisation. 0{ the Planning Commission during 1974-75, 
report of which was published in 1979. The main .points brought out in 
the report were as under:-

Proper care had not been exercised in the selection of some 
of the project areas. 

The Pl'OW'css of identification was slow in most of the areas 
and there was provision of benefits to wrong persons t6 the 
extent of about 9 percent. . 

The arrangements envisaged at the state level for ~ 

supervision, coordination and direction had generally not 
worked. 

The cooperative infrastructure had continued to be very ~  

in most of the project areR'S. 

Grant of loans by commercial banks was also poor, particu-
larly in the case of agricultural labourers. where it was only 
about one percent. 

~ the case of input subsidy, cases of. misutitisation were 
detected in most of the projects; there was lack of e:xtensloll 
support and follow-up nction after demonstrations. 

Proper care was not exercised to ensure that only identified 
'agricultural labourers and marginal farmers were employed in 
rural works programme. 

General awareness about the schemes amon,:: the target ~ ~ 

was. not higb and there was low participation. . 
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Sunmiing up;-Out of 142 Agencies test-checked in audit. tbefoDow-
ing are t.hc main points that emerge :- .. 

~  the Agencies had reported the utilisation of Rs. 231.64· 
crores out of Rs. 251.72 crores released to them, it included 
advances released to the executing organisations without 
actual utilisation in respect of several schemes. In 21 AgeR-
cies grants of Rs. 425.59 lakhs had been reported IlIJ utllilied 
based on the advances disbursed. 

The work of identification of participants had not be6II. taken 
up by the ,Agencies as a firstta,sk before taking up pr0gt'8.@me 
for executJOn. Though the Agencies reported to Govern-
ment identification of 167.77 lakh participants and provision 
of benefits to 79.66 takhs out of them up to 31st March 
1980, several Agencies had not been maintaining up-to-date 
and proper records of participants/beneficiaries, but were 

• depending upon information given by the block officers. 
Consequently, Rs. 11.72 lukhs were paid wrongly in 18 Agen-
cies. 

There was a wide gap between targets and achievements in 
S(jveral Agenci.es.. In many Agenci,es. achievements (up to, 
~  1980) in 12 sectors were Rs. 46.94 crores agaillst 
fariet of Rs. 88.81 crores. On the other hand unapproved 
schemes and works (subsidy paid Rs. 68.09  lakhs) were 
undertaken in 13 Agencies. TIle expenditure on administra-
tion in 39 Agencies was in eXC,ess of the prescribed ceiling. 
by Rs. 135.12 lakhs. 

In 19 Agencies, 19 schemes (subsidy paid Rs. 41.99 lakhs) 
failed due to defective planning/improper implementation and 
were abandoned and, thus, Rs. 41.99 l1khs spent did not 
provide any benefit to the participants. 

In 7 Agencies, 4 schemes (subsidy paid: Rs. 24.15 lakhi) 
could not·· be exe<:uted as ins.titutional loans could not be-
arranged. 

Rupees 542.33 lakbs advanced by 99 Agencies to banks/ 
societies were lying blocked for periods ranging. from 1 to 7 
years without recovery of interest. Further in 20 Agencies. 
several schemes, for which subsidY of Rs. 69.39 lakhs had 
been paid, had been lying incomplete foJ' the last 2-8 years._ 

l11C Agencies hud, generally, no ~  for follow-up 
action in various programmes and for assessmg whether the 
benefits envisaged had actually accrued to ~ participants. 

An evaluation study of ~  ~  ~ by the . P!o-
~  Evaluation OrgamsatlOn of the Planmng CommISSIon 
in 1974-75 (report ~ in 1979), inter alia, brought 
O'tJt that the general awareness ~  th.e schemes was net 
high and, thus, there was low partiCipatIon. 
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Bidar (Karnataka) 

Hassan. (Karnataka) 

Karwar (Karnataka) 

Delhi' 

Alwar (Rajasthan) 

·Chongam (Tamil Nadu) 
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Equipment 
procured 
and when, 

Assistance 
involve4 

Flndln .. of audit 

(in lakhsof 
rupees) 

2 

Tractors 
March 1974 

Tractors 
August 1976 

POW'Cl' tillers &. 
other equipment 
March 1977 

Tractors .nd 
otber equipment 
March 1974 

Tractors &. other 
equipment 
October 1976 

Tractor &; other 
equipment 
November 1973 

3 4 

2 ·00 Required to be utilised to 
ploup 11900 acres of identi-
fied participants by March 
1916 at eonccssiona\ rUes. 
utilised to plouab only 570 
acres till Octobc( 1977; 
society superseded and' &ssm 
dispoAed of in auction. 

1 ·87 Out of 5 societies that, were 
given subsidy to benefit 2188 
particip6nts. 317 were only 
benefited by 4 societies and 
none by the 5th society, 

1 ,82 AssisUlnce given to 14 societies 
of whi.ch a.. societies disposed 
of the equipment. Panic:ipants 
did not avail themselves 
of facility as they found it 
, cheaper to have work done 
by hiring· bullocks. 

1 ·28 Assistance given to 2 societiel 
whioh hired equipment to 
3526 participants at conces-
sion of 8 to 25 ~  onl1 
agaiMt SO perc,,,t admissible. 
One aocicty bad dilposed .of 
the tractor in May 1980. 

t·38 AssistaDct liven to 4 socleticl 
'Without fixin" any target. 
Assisted 90S persons till 
March J 978, of whkh ~  

472 bclonJllli to identified 
category, 

0·66 Paid to society which spent Rs, 
0·60 lakh. resulting in over-
payment of subsidy Rs, 
0'36 lakh. Till Juty 1979. 
benefit rendered to only 239 

~  .-.i--.--______ _ 
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~  Nadu) 

Pondicberry 

2 

Tracton 
1973·74 

9 Tractors 
1972-73 to 
1975·76 

69 

3 4 

2·73 Paid to 9 societies to bonefit 
3600 participants each )"Oar. 
Information available for 
1977·78 revealed benefit 
baving been extonded only to 
1007 participants. 2 societies 
intended to dispose them as 
it was uneconomical to 
maintain tbem (May 1980). 

2 ·74 Paid to a society to purchase 
9 tractors to cover 3600 
panicipants per annum-
benetited in all only 809 
participants during 1972-73 
to 1978-79. Mostly utilised to 
to serve bi, farmers. 

14 ·48 
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APPlfNDIX n 

-----_._------------------------
Min. of Rmat The Small Farmers Development Agencies (SFDAi) 
Developmentl and the Marginal Farmers and Agricultural Labourers 
Min. oCFinance! ~  (MFALs) were set uJ) in the Fourth FIve 
Planning 
C<lnuniuion. 

Year Plan with the specific objective of ameliorating 
the economic conditions -of srnall/rnare;inalfarmers 
II.nd ~  and to bring them into the 
mainstream of economic development. The scbcnles 
were introduced gradually on a pilot basis from 197()'1J 
onwards in selected areas of the country. While the 
main ob;cclive of the SFDAi was to ensure viability 
of p(>temially viable farmers, MFAL ~  

Agencies aimed at increasing participaJ'lts' em,.to),-
ment opportunities and ~  their income levds. 
The agencies were registered as societies under the 
Societies Registration Act and were entrusted with the 

~ ~  of identifying the participants, investi-
gating into their problems, formulating economic 
programmes for providing gainful employment to' 
them and alsO' of evolving adequate institutional. 
financial and administrative ~  for imple-
menting various programmes. In Dctober, 1980, 
the programme was replaced by a new one known 
as Integrated Rural Development Programme 
(lRDP). 

The Cotnmitte.e find that as agams.t the projected 
outlay of RI. 360 crores on the SFLAiMFAL agencies 
during the period 197()'71 to 1979.80 (at the rate of 
Rs. 1 '5 crores for each SF»A aDd llB. 1 crore for each 
MFAL agency). tbe actual releases amounted to 
~  236 '79 "crores and the amount utilised was Rs. 
231 ·64crotes. This represmts a shottiali of as mudI 
as ~  against the outlay on these schemes. Prelj-
cally all the States/Union Territories tailed to utilise 
the outlay earmarked for them. 'l'be performance of 
four States viz. Assam. Bihar. J It. K and KamataJca 
was noticeably poor. The ~  have explained 
that the shortfallswet'C due to non·materlalisation 
of the expected infrastructural support, backward 
and forward linkages and constraints of credit which 
could not be anticipated while drawing up the pro-
ject Reports. Lack of unified administrative control 
frequent transfers, inadequacy of staff. Jack of orienta.. 
tion ·of the Government oiJlci.1s were some of theothcr 
speciflc sbortcominp which bamptred the proper 
implementation of the programme. 

70 
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In their 90th .Report on Food for ~  

the Conuniuee have drawn. attention to the 
imperative need to stmJgthen the administrative 
infrastructure at the bloc:k and district Jevels and to 
ensure that the staff entrusted with the responsibllit1 
of execllting such innovative:· progrtllllJ1\C5 are ~ 
quate)y trained and oriented for the responsibilities to 
be sbouldered bytbem. 

The Committee find that the emphasis so far has 
been more on achieving the finaJIdal targets rather 
than on stream1inlngthe administrative infrastructure. 
reorienting the attitude of &nhthe administrative and 
bankin, institutions and. drawing upviahle schemes 
based on the felt needs of the rural poor. The 
result has been that the lot of the rural POOi" has 
hardly improved. 

The Committee have been informed that with 
effect from 1 APlil, 19'79 the funding of the SFDA 
programme is shared with State Governments .011 
SO :50 ~  and that the block level !'llAnning bas been 
made· applicable 10 SFDAs also. The representative 
oC the Ministry, however, l;m1cnted before the Com-
mittee that there was still no unified contwl in the 
States over the various programmes of ruraldevel()p-
menl. In mON: than 50% of the Stat¢s, the SFDA/ 
MFAL agencies (now District Rural Development 
Agencies) were controlled by departments other than 
those which controlled the Block Development 
administration whieh itself was staled to be In disar-
ray after the discontinuance of ·the schematic budget 
at the end of the Third Five Year Plan. Jt has flOW 
Dccn decided by the Central Government to provide 
mutching assistance for strengthening the bklCk 
machinery. 

The Committee regret to observe that itllas lIotso 
far been possible to provide an integrated stnlcturt: 
from the blocksfO the State level for implemcntali()l1 
of the various rur:!1 de:velopment schemes launchc.i by 
the Central and State GO\lernJn(':nts· The Commit/ee 
ueed hardly emphasise that a yertica1ly ~  

administrdtive structure alone can ensure sptcdy I1nd 
effective implementation of. such innovative schcmef. 
keep the stuff costs within limits and facilitate moni. 
toring. 
As the States are now required to provide llnr..nces 

for the programme ona sharing basis, the C(lmznjttcc 
expect that effective steps. would be taken wilhout 
delay to reorgauisctlle admhlistrutive set up at the 
~  level so as to achieve the state4 objec-
tive,. 
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The total institutional finnnce for the 8m AI 
MFAL aaencles by the cooperative sector aDd the 
oommerdal sector was of the order of Rs . .200 crorca 
in 19s()..81 and is expected to reach a level of Rs. 300 
cram in 1981-82. The Committee find that the 
assistance .rendered amounts to only Rs. 600 
to Rs. 700 per beneficiary which ill totally inade· 
quate. It has beeD recoanised that a famJlymu&t be 
given at least RI. 4000-5000 by way of subsidy and 
loan atnount to enable it to rise above the POverty 
line. Qmsidering the performance so far, the Sbcda 
Plan target of Rs. 3000/-crores (i.e. Rs. 600 crores 
per Olnnum) would therefore appear to be very dim· 
cult to achieve . unless a massive effort is made 
without delay to clear the bottlenecks impeding the 
flow of ~  financies to the ml'a) ~  

TIle Committee nole with deep concern ~  in the 
matter of l'I"o\';ding ifl5titutional credit, the agricultural 
labour have had II very raw deal so far. Their 
share in the total loans Ildvnnced till 1973-74 Wi.S 
only !tbou! 1 %. Latetlt figures' in this regard have 
not been made available to the Ccmmitt(e. The 
Secretary, Ministry of ltural De\clopment, bowevtt, 
admitted that 'hardly ~  11M been done for 
agricul!ural labour'. The Committee would urae 
that climes! efforts should be Il1I1dc hereafter to rectify 
this situation. The Committee would. like to be 
apprised of the specific . steps taken in this regard. 

The Committ1:le were assured during evidence 
that there was no shortage of bank finance. How-
over, .certain problems which needtdto be tadtkd 
wen:: (i) lack of viable schemes which would ensure 
that the beneficiaries really benefit from 5ucb scheanea; 
(ii) reorientation of the attitude of tbe financialinati-
tutions in the matter of helping the rural poor sad 
(iii) need tor changing the concept of credit worthiness. 
It was stated that a Ccmmittee set up to review the 
creelit arrnnp:ments for the JRDP programme under 
the Chairmanship of Member Secretary of the Plan-
ning Commission has already identified the prob1emJ, 
and ~  instructions are being illsued to the banks. 
The Committee expect that concerted steps would 
now be taken for effective implementation of (he 
measures propcled by the above Committee. 
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The Committee are inclined to agree with the suggestion 
made by the rem-esentativc of the Planning C<ItXl-
mission that performance ofthe bank managers should 
be evaluated not with reference to total lending hilt 
with reference to the number of poor people of weaker 
sections to whom loans have been given, The Com-
mittee attach ircat importance to the need forgiving 
proper orientation to the commercial staff in the tut'al 
branches of the banks toward$ tbe problems of tlle 
weaker sectionll, The Committee trust that the train-
ing institutions ror bank staff would addre5s' thtll'l-
selves to thi!, t('lsi. in all earnestness, 

The ~ regret to 'observe in this connccticD 
that inspite of clear instructicns given by Rcserve 
Bank of India that no security shoulJ be insisted fer 
loans lIplo Rs. 5000, the Banks continued to ills'st 
on security with the result that it has not been pcsiible 
to make full usc of the suhsidy amount bejng lNIde 
available by Government for uplift of the rural pO(1r-
the subsidy being linked to the grant of ~  by Bunks 
in the first instance. The shortfall in utililOation of 
the totlll subsidy amount earmarked by Go\'en:ment 
for this purpose has been attributed mainly to the non-
availability of loans from banks for this ~  

When this fact was brought (0 the nOlice of the Com-
mittee, they decided to summon and examine tbe 
representatives of various lead banki. TIle repre-
sentatives assured the ~  that the instruc!iolS 
issued by the Reserve Bank of India in this behalf 
would be scruplously followed lind every effort would 
be mtlde to adwnce loans to the weaker sections of 
society under these schemes so that they may not to 
deprh'etl of the subsidy amount which ts linked with 
the availability of bank loan. The Committee trust 
that this assurance givon to them would be fulfilled, 

So far as the Question of changing tbe concept of 
credit -worthiness is concerned. the Committee find tbat 
a ~  level Committee (SiVlll1lman Commitke) 
apPOinted by the Reserve Bank of India (RBI) Ji 
years ago recommended that credit should not be Biven 
with rer.rence to the credit-worthiness of individuals 
but witb reference to the viabilitY of the projects 
proposed for those individuals' . The Committee 
expect that RBI would now take necessary st.epa to 
ensure that this concept is translated into practice In 
the field in letter and spirit. 

---_._---,-_._ .. _ .. _"--
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The Commiuec consider that there is an imperative 
need for setting up a suitable machinery at the district 
level to bring about close coordination between the 
banking institutions and the development agencies, 
to undertake periooical reviews and sort Ollt the various 
problems. The development agencies on their part 
must act closer' to tbe pooplo and draw up viable 
schemes atld provide necessary lupportina services to 
enable the borrowers to make usc of the assets made 
available to them. The Committee rearet to observe 
in· tbill connection that the State Level Coordination 
Committees as well 81 District Level Coordination 
have not been functioning actively. The Committee 
would, ~  like to impress ~  the Ministry 
the need for remedying this situation without delay. 
The Committee can only sound 8 word of c.1ution 
that the poor masses would not wait indefinitaly fClr 
Government agencies to wake lIl' and become respon-
sive to their needs. It is time that the discontent in 
the countryside is taken serious note of. 

The Committee are concerned to nole tbat an Accounts 
Cell was set up in the Ministry of as late as in 1976.77 
i.e. six years after the programme was launched, to 
watch utilisation of the grant. by. various agencies. 
TiJI then the sanctioning authority had no means of 
verifyinll whether all the accounts had been audited 
and utilisation certificates furnished. The Committee 
have been assured that the maintenance of records 
at the Ministry'S level has since been ~  and 
regular watch is now kept on the receipt of audit 
Reports and utilisation ccrlific:ltcs. It is proposed t() 
strengthen the Accoullts Cell to pursue more vieo-

~  the points emerging from the audit Report. 
I! is unfortunate that this import&nt work was nllo\\-ed 
to suffer so long under a false sense of economy. 

Tho Committee find that as in November, 1980, 
utiHsation certifICates In respect of an expenditure of 
ever Ri. 23 crorcs out of grants amountin! to Rs. 
J)3 'lOcrores sanctioned during 1976-77, 1977-78 and 
1978-79 were awaited. A test check in audit furl11cr 
revealed that in 21 agellcies advances amounting to 
Rs. 4 ·25 crores had boon reported as utilised without 
ensuring their Rctu,,1 utilisation . .It is obvk,us ttl'll 
despite aU instructions, it has not been possihle for 
the Ministry to secure qompliance with the fin.1nciltl 
rules of Government. The ~ ~  ~ ------:------_ .. _---_ .. -.. " .. _ ..... -. -... ---.-.. ~ ....... _._---_ .. -
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situation to be highly unsatisfactory and would like 
the Ministry to ensure tbat further Central assistance 
is withheld till utilisation certiftcalcs are received from 
tbe State Governments in respect of grants already 
disbursed. The practice of bookllli advances as 
expenditure in the' Account books must be stopped 
forthwith and necessary instructions in this regard 
should be issued to all the concerned State G ovem-
ments/Union Territories. 

The Audit report has further revealed that huge amounts 
of subsidy advanced to ~  

banks by the Agencies to encourage and advance 
loans liberally to the beneficiaries, remained unadjusted 
for long periods, and in some cases for years together 
, without earning any interest. The Committee find that 
it was as late ~ in December, 1980 that the agencies 
were advised lO open Savings Banks Account with 
the principal district branches of the bank with authori-
sation to the bank to debit ~ subsidy due against this 
account under intimation to the agency. 80 as to obviate 
the need for releasing subsidy in advance to the banks. 
The practice hitherto had been that the amounts were 
credited to a nominal account and as such no interest 
was payable. The Committee were infol1l'l&d in evi-
dence that the Reserve Bank of India have taken the 
view that SaviIliS banks account should be allowed 
for individuals only and not for any corporate entities 
like the SFDAs which were in the natwe of business 
orpni&ations. The Committee are really surprised 
to note tbat the activities undertaken by the SFDAs 
should be deemed to be treated ~ business. WhIle 

, the Committee do concede that the amounts should 
be adjusted as quickly as possible and the banks should 
not normally hold on to this subsidy amount beyond 
tbe pres,"Tibed period of three months. there is no 
reason why the agencies should not have been given the 
benefit of interest on such accounts. It is unfort unate 
that a decision in the matter was unduly delayed . .. 

16. 2 067 Planning . The Committee find the 'Programme Evahlation 
Commission/Min. Qrsanisation of the Planning Commission carried out 
of Rural Dev. an evaluation study of the SFDA/MFAL programme 

durilli 1974-75. The study covered 21 SFDAs and 
13 MFALs in 17 States. The publication of the 
report was, hoWever. delayed by nearly five years and 
tbe ~  became available only in February, 1979. 
About 2 years' delay was caused in computeriaing the 
tables. Anot&cr 2 years were lost in gettina the appro-
val of the Planning Commission. Tbe Committee COD-
sider it very unfortunlle ltbat there was an inordinate 

6-141l.SS/12 
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time-iaa between the ~  ~ ~ ~ ~  
and in"preparation and finalisation of the Evaluation 
Report. -Obviously much of the data which was 
~  ~  gained 0{ the workilll of the 

~  during the first few ycara would not reftect 
i"e ~ ~~ ~  and more so, deprive the Administra-

~ ,of Ullti,J.1;I .necessary rcctificatory steps In time. 
~ ~  cohsider that for such ~ to be 
~~  ~  h is necessary that the requiSite pre. 

~ is planned sufficiently in advance so 
that the time-lag in making the ~ ~  

the planners is reduced to tl]e ~  JI!l,niQtum. 

1:7. 2 -611 Planoina The Committee understand that the flndinp of the 
GommisaioD/Min. ~  Report were ciJ:culated by .the Ministry 
of braf Dev. ' of Rural Development to the State GovCl'1lIllOnta in 

Auaust. 1979 fOr necessary action. So far, comNlClnta 
t\'Om only 17 Suites/Union Territories have been 
rea:ived.· The -Committee would like the matter to 
be pursued actively with the State Govcrnments/Union 
Territories which have not yet indicated the remedial 
action taken 111 pursuance of tbe findings of the eva-
luation ~  It must be impressed upon the State 
OovcrWnents lbat the deficiencies pointed out in tbe 
evaJuaiiclIl' I'.CpOrt of the PlaDDing Commission as well 
'as in the other evaluation studies cartied Out by dift'e-

~ ~ ~ ~ different States must be foHoMd up 
~  ~~ responsibility filled for the lapSes, if 

P9. 

Do. 
... 

any. . 

As ~ ClJdic.r, the SFDA programme waS replaced 
W $bI ~ Rural Development proaramme 
~ was ~  in October, 1980. The Committee 
cowidcr w., it wOuld be in the fitDC8S of thinp if a 

~ ~  of the workina of the SFDA 
~ during 10 years of ita existence is under-

~ SO as to facilitate the proper implementation of 
~ prescot pn>gramme. 

The Committee understand that in order to involve the 
State ~ ~  ,in ~~ a ltiOQitoriog £cJl 
consistins of ~ ~ ~  and two Joint 
Dirccto;s' bas bc!:n ~  for the State HQrs to 
~ funded out of the IRD funds. The Comin.ittee 
hive ~  in this RePOrt emphasised the need for 
aCti,visi'f1f 4:i.e. S.u1te Level Coordination Committees. 
~ ~  trust that the monitoring cells at the 

~ ~ "'Quid function as the eyes and ears of 
the8c, ~ and provide them tbe necessary feed-
~  for cnsuti.ni effective implementation of the 
programme . . ____ ~  ~~ ~ __ . ______ ._ ... " _. ,"._._. __ ... 
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Min. or Rural 
Dey, 

------------
The Commillee find that as against a target of 101 '44 

lakh beneficiaries to be i<:Ientified upto 31 March, 1980; 
the total number of beneficiaries actually identified 
was 79 '(16 lakhs. The shortfall of over 20 per cent is 
stated to be due to factor<; like Illck of adequate sup-
~  infrastructure, credit constraints etc. Some 
of the States/Union Territories where the performance 
was not satisfactory Ufe Andhra Pradesh, Assam, 
Gujarilt, J & K, Karnataka, Maharashtra, Manipur. 
Meghalayn, Punjab. Nagaland. Sikkim, Delhi and 
Pondicherry. However, a few States viz. Himachal 
Pradesh, Orissa, Tamilnadu, TriPura, U. P. and West 
Bengal exceeded the prescribed tArgets_ 

Min. of Rural 
Dcv./PJanning 
Commission 

Audit have pI'int nut that the work of identiticlltion 
of participants was not taken up by the agencies h 
a first task before taking up the programme for exe-

Do. 

cution. Severnl agencies did not maintain up-to-date 
and proper rccords of participants/beneficiaries; lists 
prepa red by block officers were not test checked by 
the Agencies as to their COrrcctness and that these 
lists were incomplete in respect of 1:'i ~  

Cases of ineligible persons havin!! IX'C11 provided with 
benefits also came to notice. In several cases 
henefits in excess of prescrihed rates of SUbsidy were 
extended f(I the participants. 

The Evaluation Repol1 of the PrOgramme Evaluation 
Orpnisation of the PJannina Commission ~ ~  

confirmed that the progress of identification was slow 
in most of the areas and there was provision of benefits 
to wrona persons to the extent of about 9 per cent. 
The Committee have been informed that the Stafe 
Governments/Union Terrltoril$ have been asked to 
review all cases of wrona identification brought' out 
in the report of the Proaramme Evaluation Orl8nisa-
tion and to fix responsibility. 

The Committee would like te point out that the 
Report of the Protramme Evaluation O .... nisation 
covered only the first two years of (he operation of the 
scheme and as such it does not live an up-to-date 
picture. The lacunae pointed OUI by Audit are al§o 
based on a test check oAly. The Committee therefore 
recommend that the Ministry or Rural Devel,lpmen t 
'Should itnPress upon the Saate Governments/Union 
Territor)' aGlministrations the need 10 ascensin ~

&ely the nature Ilnd e,lIent of the deficiencies. Aleney-
wise. with a vie¥<-totakina remedial measures. Tile 
ot7tr.mil1ee w(luld like the Mihistry II) !'01t01l tn t ... t_ results of suclt measures _iOti .. six moot,". 
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The Committee would also like to draw altention tel 
the observations made by the Programme Evaluatio'l 
Organisation in the evaluation report that lack of 
precision in the definition of target arClups and absence 
of proper instructions from higher authorities led 
to the use of varying norms for identification. Om'l('-
quentIy. bigger farmers also availed of the ~ 

under the SFDA programme by partitioning their 
holdings among the family members. The Committee 
expect that suita ble steps would be taken by the Stat(" 
Govemments/executive agencies concerned to ~ 

that benefits under the scheme are extended only tn 
the eligible persons and that the ~ in thi' 
regard arc strictly followed. 

Another serious omission pointed out in the Evaluu-
lion Report i, that very little Ilttention was paid to lhe 
identification of agricultural labourers. The Com-
mittee would urge the Ministry of Rural Development 
to obtain special reports regarding the remedia I 

measures since taken by the State Governments/Unio. 
Territories to rectify this omission and intimate to tht' 
Committee the progress made in this regard within 
six months. -

The EvaJuation Study has also shown that inspite ,'I 
clear instructions, multiple. benefits were availed or 
by some of the participants. The Committee desiN' 
that the lists or iaentified ~ should be comp-
leted without delay and thorouahly screened with a 
view to eliminating Persons who are not eliiible for 
avatlin, the .benefits under the prosrammc. These 
:o:hould al.,.') be inspected periodically with a view to 
ensuring that ~  situations are aVOided. 

The Omunittee find that there was a wide gap betweefl 
the targets and achievements in several ~ 

whose accounts were test checked by audit. The table 
given in p'dta ~ ·17 shows that the J)CrfGrmllnce ill 12 
sectors was !!bort of the targets by as much as 47 %-
19 schemes in liS many aacncies failed d\le to defective 
planningjimpropjH' implementation and were abandon-
ed, resulting ifl infructuous e"penditure of ne1rly ~  

·42 Jakbs. 

.' ifn theal['iculwrat sector, Over payments to the tune of 

'nea.rtt :Rs. 30 laths were made in silt cases due to 
'eXCClMasMstaftCe'having been Provided without specific 
. sancruon or Oowrnmcnt. In 19 agencies, Rs. 65'64 

!. t 'ii 

, ..... 
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lakhs were spent on demonstrcltions but no details were 
rnaintaineI regarding the identity of p.lflicipants or 
the crops grown, yield per acre etc. The agencies 
also failed to take follow-up action. Similarly, in 
respect of the schemes of dairy farming, poultry deve-
lopment and tIther subsidiary occupations, it was 
found that several agencies did not exercise proper 
care in selecting the beneficiaries. In fact, most of 
the agencies failed to grasp the impart of guidelines 
in regard to such programmes. The necessary extClIt-
sian services and supporting facilities were also not 
forthcoming. As many ~ (cn illstances have been 
cited in the Audit Report in which subsidy of about 
Rs. 55 ·59 lalms had been given for implementation of 
different schemes of animal husbandry and poultry 
farming but the schemes either could nof materialise 
or failed to yield desired results. The poultry farming 
schemes in particular failed in mOSt of the agencies 
because of nOll-availability of good quality feed. 
mooical check up, inadequate training etc. The 
Evaluation Study has also infer alia pointed out that 
in a number of project areas, proper care was not 
exercised to ensure that only identified agricultural 
labourers and marginal fanners were employed in 
fural works programme. Therefore, it is dOUbtful 
whether whatever employment was generated, actually 
went to the target groups. 

The Evaluation Report has further pointed out that 
cases of misutilisation of input IOelns were detected iD 
most of the projects. Lack of follow-up and non-
availability of inputs at the required time were responsi-
ble fol' this situation. 

The Committee lind that pursuant to their decision to 
examine the working of the SFDA scheme, tbe 
Ministry of Rural Development issued a circular to all 
the State Governments requesting them to prepare 
a detailed brief covering all the points mentioned in 
the Audit Report by convening a meeting of the agen-

~ concerned ao that a final view could be taken on 
the various deficiencies brought out therein. It was 
also emphasised that it was not only necessary to 
recover the excess payment from the parties concerned 
but also to IlK responsibility for the ~ acts of 
omission and commission resulting in irregularitiC8/ 

excess payment by the agencies. 

~~ ~ ",,' \. '"" . l' , ~ 
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The Committee consider that many of the deficiencies 
in the implementation of the programme could have 
been rdf\ed had the States been vigilant enough in 
monitoring their progress. The eva!uatklO study of 
the Planning Commission ~ cldl.rly brought out that 
the coordination and review commitlees at the State 
level had not been acti\'C in most of the States and 
had failed to provide guidance or support W the 
aaencies. The State level Cells which were expected to 
exercise general supervision and ~ ~ coordination 
of activities of various departments have also gene-
rally not been able to discharse their functions. The 
Committee have elsewhere in tbiz; Report emphasised 
the need for aClivising these Committees so as to 
strengthen the monitoring system. 

The Committee w.ould like the Ministry to under-
take a comprchen!live review of the working of the 
SFDA Prosramme in the light of the detailed comments 
received from the State Governments and ensure that 
prompt and effective steps arc taken to fix responsibility 
for tbe 'various lapses and also to recover the excess 
payments made by ~ Agencies. The Committees 
trust that the State Governments who ~ now fCQuired 
to provide matching funds for the new Integrated Rural 
I)cvelopment Programme would ensure that the 
nation·s money is well spent on ameliorating the 
conditions of tbe rural ppor and the shortccmings 
noticed over the years are rectified' without loss or 
time. . 

1II01Pf'-14ILSS!.2-I-6.I2-1025 
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