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7. Principle of Protection

In view of the unforeseen calamities striking farming more often 1hy, not v B
cannot abstain themselves from extending loans to the farmers. Instead, yhy, b .
i that they demand the security for the advances they make, otherwise, i), ‘mt:
resulting due to non-payment of loans by the farmers owing to the natygy Calampy
affect the recycling of bank funds adversely. To tide over the situation of .
the mstitubonal agencies resort to safety measures, viz., (1) insurance Coverag
bnking credit with marketing or tie-up arrangement, (iii) provision of fisgg , §
production of warehouse receipt, (iv) covering credit under small loan Rt
scheme of Deposit Insurance and Credit Guarantee Corporation of India, s -
| 1 Imsurance Coverage: The loans for certain crops and investment activite & |
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to repay the loan, more so if the affected happens to belong to small and mars
categories. Under such situations, the insurance agencies estimate the lose &
indemnity is paid to the farmer, from which banks recover their dues

: Limking Credit with Marketing or Tie-up Arrangement By linking credit “‘Q:
~ keting, the banker is quite safe in recovering the loan Let us take the cas

 sugarcane grower-borrower who supplies cane to the factory as per the ﬁ
ment. The loan particulars of the sugarcane farmer are let known to ¥ &

- As soon as the crop is harvested, it is supplied to the factory




