
Chapter 3 

require fertilizer and other agricultural supplies. Longer-term loans for 
investment in bullocks, implements, and land are another important aspect 
of a comprehensive credit program.  

The Agricultural Development Bank has a particularly crucial role to 
play in helping to meet these credit requirements. Additional branch 
offices of the Bank will be required. If farmers are to derive benefits 
from this institution, offices must be close, the processing of loans must 
be prompt, and discrimination must be minimal.  

In order to promote cooperation between the A.D.B. and the project 
administration, the Bank should have a senior officer in each project area 
charged with instructing and supervising loan officers in the issue and 
administration of agricultural development loans. The project adminis
tration, also, should have a loan officer on its staff to assist credit 
institutions in carrying out their loan operations. The project adminis
tration should not, however, enter the banking business directly.  

At the operational level, there are two credit schemes in particular 
that should be attempted in early project areas. The first of these, 
which could be effectively administered by the A.D.B., deals with short 
term production loans. The program involves very close cooperation 
and coordination with the extension staff, and might operate (illustratively) 
in the case of a fertilizer loan as follows: 

An extension worker would develop, with the farmer, a farm plan 
designed to increase the net revenue of the farmer. This plan would un
doubtedly call for more fertilizer, and would probably require that the 
farmer borrow funds to make the necessary purchase. The extension 
agent would issue to the cooperating farmer a voucher requresting the 
A.D.B., to provide funds for the purchase of up to (say) five maunds of 
fertilizer. After obtaining bank approval, the farmer would then take the 
stamped loan voucher to a farm-supply retailer, and would there exchange 
this voucher for fertilizer. No money would change hands between the 
Bank, the farmer, and the retailer, and the voucher could be used only for 
the purchase of the production items specified-in this case, fertilizer.  
(The retailer would be reimbursed in rupees by presenting the recipted 
voucher to the A.D.B.) The loan would be secured on the farmer's 
forthcoming crop, with the expectation that it could be repaid from the 
increased productivity due to the fertilizer.(10) 

(lO)The credit scheme briefly outlined here is roughly comparable to 
that used in the Indian Intensive District Program, op. cit.  
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