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    APPENDIX - I
INTERVIEW SCHEDULE OF ELIGHT INFORMATION ON DETERMINANTS OF BORROWING BEHAVIOUR OF FRAMERS IN SELECTED AREA OF COIMBATORE DISTRICT.
CHAPTER – I

INTRODUCTION
Agriculture forms the backbone of Indian economy and despite concerted industrialization in the last five decades, agriculture occupies a place of pride. The significance of agriculture in the national economy can be best explained through the following evidences.


Figures provided by the Central Statistical Organisation reveal that 1950-1951 to 1960-1961, the share of agriculture in Gross Domestic Product has been in the range of 55 to 52 percent. It still contributes 24 percent in 2003-2004, though it declines.


Data provided by the census of India (2001) reveals that in absolute terms, agriculture provides employment to 97 million persons in 1951, the number of people working on land increases to 235 million in 2001.


Importance of Indian agriculture also arises from the role it plays in India’s trade. Agricultural Products – tea, sugar, oil seeds, tobacco, spices etc, contribute the main items of exports of India. The proportion of agricultural goods, which are exported, contributes 50 percent to the total exports. The percentage share of manufactured goods with agricultural content contributes another 20 percent. The Tenth plan 2002-2007 estimates that agriculture contributes 14.7 percent of total export earning. This has great significance for economic development. [Central Statistical Organisation Report (2006)] 

Viewed from the angle of employment, income generation and export promotion, agriculture has a vital role to play in India’s economic development. Favourable agricultural base would thus, be the prime cause for the take off the Indian economy as it was in the western advanced countries in their economic development. (Thomas C.Balai Sdell Jr.et.al., 1991)                   

           Indian experience during the five year plans suggest, that agricultural improvement can be achieved through intensive and integrated crop – livestock system of farming; preservation and augmentation of resource endowments of the agricultural sector through proper land development measures; increased utilization of technical inputs like fertilizers and mechanical devices; and enhancement of the technical knowledge of the farming community. This requires use of inputs produced off-farm and consequently huge cash expenses.


With the vicious cycle of low productivity, low income, low saving and low investment in operation, farmers are not able to make investment necessary to adopt new technology. So they are compelled to borrow. Hence provision of sufficient and timely credit at fair interest rates is an integral part of the plan. 

For modernizing agriculture, Indian farmers require credit for the following purposes:

· For the purchase of operating inputs like seeds, feed, fertilizer and pesticides by the marginal and small farmers operating 73 percent of the agriculture holdings

· For the adoption of modern farm technology with high yielding varieties of crops along with the complementary inputs 

· For under taking permanent farm improvement measures like well digging and deepening, tube well construction and for addition of livestock 

· For matching “cash inflows and outflows,” and to smooth out the fluctuations in farm income and expenditure 

· For avoiding “distress sales” and to continue their farm operations :and 

· For meeting their past obligations

Thus, to quote Paul, “Immense number of farmers in developing countries needs credit for subsistence during certain seasonal periods: and almost all farmers need credit when they start adopting new methods for which supplies and tools are required”

The agricultural credit machinery in India having agriculture as the base industry would have to act as “catalyst” in the promotion of agriculture though not mere supply of credit but also creation of suitable conditions to induce farmers to absorb and use the credit to augment production and productivity resulting in incremental income, employment and output. 

In India, the development of institutional system of rural credit began with the Government lending to the farmers through the land Improvement Loans Act of 1883 and Agriculturists Loans Act of 1884. However, a more formal, and permanent institutional system of agricultural credit came into being in India with the enactment of the Co-operative Credit Societies Act of 1904. As the Royal Commission on Agriculture (1926) observed, “The salvation of the rural masses from their crushing burden of debt rests in the growth and spread of healthy and well-organized movement…Co-operative credit provides the only satisfactory means of financing agriculture on sound lines.”  This was also highlighted by the All India Rural Credit Survey Committee  (1951-52) when it recommended the co-operative society as the suitable credit agency for villages. This marked the beginning of institutional credit to farmers.

The present three-tier system of co-portative institutional structure for short and medium term loans and a separate co-operative institutional set up for long term loan came to be permanently established in the late thirties. But the co-operatives could not meet even one-tenth of the credit needed by the farmers in 1951-52 as estimated by All India Rural Credit Survey Committee (1951-52). This led to the intensification of the co-operatives’ credit activities during the First Three Five Years Plans. Despite intensive efforts, the institutional sources met only 18.70 per cent (co-operatives 15.5 per cent) of credit needs of farmers in 1961-62.

In 1969, the Government made a significant shift away from a single agency approach to the multi-agency approach involving commercial banks on a large scale in the provision of institutional agricultural credit. Commercial banks, which were following urban-centered lending policy, were to involve in the process of rural development through their lending to the priority sector. A mandate to this effect was given by the nationalization of 14 major commercial banks in July 1969 and another six banks in April 1980. Subsequently, the regional rural banks were established in 1975 to focus special attention on the marginal and small farmers, agricultural labourers and rural artisans.

Thus, today in India, there are three institutional agencies namely co-operatives, commercial banks and regional rural banks, extending agricultural credit to the farmers for various farming and allied activities. 

The aggregate credit flow to the agricultural sector from institutional sources showed that the cooperatives occupied predominant position with 58-30 percent till 1996-97. But 1996-97 onwards, the percentage share of co-operatives in agriculture had declined, the commercial banks dominated in the agricultural credit system. Commercial banks provided 61 percentages to total agricultural credit in 2004-2005.

The Co-operative sector suffers from non-viability of primary units, over dues, lack of professionalism and high administrative and operational cost. Co-operative structure in many states is at the verge of collapse. High incidence of over dues has made many of these co-operatives weak and ineffective as recycling of funds suffered considerably.

The Washington based International food policy research institute categorically pointed out that the demand for food in India will be more than its supply by the year 2020. The National bank for agriculture and rural development estimated the production and investment credit requirements from 1998-99 to2007-08 in the context of doubling countries food production. Accordingly, average annual production and investment credit disbursements was Rs.1,28,176 crores and Rs.32,866 crores respectively will have to be made against Rs.10,745 crores and Rs.6268 crores per annum before 1998-99.

TABLE – 1

INSTITUTIONAL CREDIT TO AGRICULTURE

(in crores of Rs.)

	Year
	Co-operative Banks
	RRBs
	Commercial Banks
	Total Institutional Credit

	
	Amount
	Percentage
	Amount
	Percentage
	Banks Amount
	Percentage
	Amount
	Percentage

	1984 - 85
	3440
	55
	-
	-
	2790
	45
	6230
	100

	1997 - 98
	14090
	44
	2046
	6
	15830
	50
	31960
	100

	2002 - 03
	24300
	34
	5470
	8
	41050
	58
	70810
	100

	2003 - 04
	26960
	31
	7580
	9
	52440
	60
	86980
	100

	2004 - 05
	31000
	29
	10500
	10
	67000
	61
	108500
	100


Source – Economic Survey, 2004-2005

Thus, not only the farm development policy but the farm credit policy too needs to be reoriented suitably particularly for co-operative banks which are the specialized credit institutions in agriculture. It is against this background that an attempt has been made to crystallize the factors determining the availability of credit and borrowing behavior of farmers. The present study on “determinants of borrowing behaviour of farmers in a selected area of Coimbatore district” had the following objectives. 
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The objectives of the study were

· To analyze socioeconomic profile of selected farmers.

· To assess farmer category wise and purpose wise distribution of crop loan

· To identify the factors determining availability of credit.

· To assess the relative factors contributed to the borrowing behavior of farm households

· To study the problems of farmers in the institutional credit in the study area.

The hypotheses tested in the study were

· There was no association between availability of credit and social and economic characteristics of farmers.

· The borrowing behaviour of farm households in relation to crop loan was independent of their social and economic characteristics. 

· The borrowing behaviour of farm households in relation to investment loan was independent of their social and economic characteristics of farmers.

· The borrowing behaviour of farm households in relation to total agricultural credit was independent of their social and economic characteristics of farmers.

CHAPTER – II

REVIEW OF LITERATURE
The literate pertaining to the study on determinants of borrowing behaviour of farmers was reviewed under the following heads: 

2.1. Institutional sources of credit and government measures.

2.2. Related studies on agricultural credit 

2.1 INSTITUTIONAL SOURCES OF RURAL CREDIT AND GOVERNMENT MEASURES:


Institutional sources of rural credit and government measures are discussed under the following heads.

BEFORE 1951

GOVERNMENT LENDING:  

The first action of the then British government in the provision of agricultural loan directly to the farmers could  be traced from 1. Land  Improvement Loans  Act  of  1883  and

 2. Agriculturists Loans Act of 1884. Under the former, long-term loans or taccavi loans were given for undertaking land improvement measures like embankments, tanks, water sources with maximum repayment period of 35 years. Under the latter, short-term loans were provided for the purchase of seed, cattle manure and implements. Taccavi loans played an important role during times of famines, floods and draughts. These loans were routed through the revenue department of the state government. In 1958-59, taccavi loans were Rs. 31.91 crores, while it rose to 54.75 crores in 1964-65.

Besides taccavi loans, state government like Tamil nadu undertook soil conservation measures such as contourbunding, land levelling, check-dams, pipe-laying, silt-application, tractor ploughing, and afforestation and pest control measures. These works were carried out through the agricultural engineering and soil conservation department and agriculture department. 

CO-OPERATIVE MOVEMENT 

DEVELOPMENT OF THREE-TIER SYSTEM

            The government of India looked for European experience on co- operation for guidance to try for cooperative methods in the provision of rural credit. The Madras government was the first to appoint Frederick Nicholson in 1892 to study the European experience on cooperation. In 1895 and 1897, Nicholson, in his exhaustive report, suggested that there would be a need for an “Agriculturists bank, i.e. a bank intended for the cultivating classes, from which they can borrow for all their various needs, whether for the improvement of land, the erection of a house or farm buildings, the purchase of stock, the paying off of prior debts, the maintenance of the family etc.” Moreover, he felt that, “ the only alternative, for money lenders in rural areas,” is the local village bank which satisfies the postulates of proximity, security and facility”… He visualized that “the bank might be either cooperative or joint stock,” based on the models of raiffeisen and delitzsch in Germany and Buzatti and Wollembergin in Italy.  

Mean while, Dupernex was assigned the responsibility to explore the possibilities of introducing agricultural banks in selected localities in the united provinces. His work resulted in the book entitled ‘People’s Bank for Northern India’.

The recommendations of dupernex and Nicholson encouraged some district officials to establish a few pioneer societies in parts of Punjab, the United Provinces, and Bengal. But they could not provide rural credit for want of suitable legislation. A committee was appointed under Edward law to make proposals regarding cooperative societies. The committee concluded that “cooperative societies were worthy of every encouragement and of a prolonged trial”. The committee drew model schemes of management for rural and urban societies that formed the basis of the cooperative credit societies act of 1904, heralding the beginning of co-operative movement in India.

 The difficulties of the functioning of cooperative societies (established under the Act of 1904), like the absence of central agencies for supply of capital and supervision, necessitated the Government to pass a more comprehensive Co-operative Societies Act of 1912. The act provided for setting up new organizations namely (i) Unions, consisting of primary societies for control and audit; (ii) central banks; and (iii) provincial banks. This Act infused new energy into the cooperative movement, leading to a rapid growth of many central institutions.

 The Maclagan Committee appointed by the Government of India, to examine the cooperative movement in its financial aspects and suggest suitable measures. Submitted its report in 1915. The committee felt that the Secretary managing the society would be a local man. It suggested uniformity in nomenclature. Institutions dealing with individuals would be called as “primary societies”, or “societies”. All federal institutions constituted of these primary societies doing banking business also would be named as “Central Banks”; if they would do supervisory work or guarantee only, they might be termed as “unions”. A bank dealing with central banks or societies throughout a whole province could be called as a “provincial bank”. One of the recommendations of this committee was the establishment to “provincial cooperative banks”. Besides, the committee made a number of useful suggestions for the compositions, employment, audit and supervision of capital relating to primary societies and central banks.

Cooperation became a provincial subject by the Government of India Act of 1919. Following this, some provinces enacted their own Provincial Acts. This Act gave great stimulus to the cooperative movement.

The Royal Commission on Agriculture was appointed in 1926 under the chairmanship of the Marquess of Linlithgow. The Commission believed that “the greatest hope for the salvation of the rural masses from their crushing burden of debt rests in the growth and spread of a healthy and well-organized cooperative movement based upon the careful education and systematic training of the villagers themselves”. It made a number of administrative suggestions to improve the cooperative movement. As per its report, there were 67,000 agricultural primary societies in 1926-27.

By 1944, a three - tier system of agricultural cooperative credit i.e.,(i) the provincial cooperative banks at the apex level (at present, state level); (ii) the central cooperative banks at the intermediate level (at present, district level) and (iii) the primary credit societies at the base level (at the village level ) came into existence in India. As on June 30, 1934, there were 10 provincial cooperative banks, 603 central banks and 92,226 agricultural cooperative societies. 

The Agricultural Finance Sub-Committee, 1944, the Co-operative Planning Committee, 1945 and the Cooperative Sub-committee 1948 studied the progress and suggested measures to strengthen the movement. There were 1,49,000 primary societies, 505 cooperative central banks and 15 provincial cooperative banks in India in 1950 - 51.
LAND MORTGAGE BANK

The first cooperative land mortgage bank was established at Jhang in 1920 in Punjab, followed by organisation of similar banks in Madras in 1925 and Bombay in 1929. In the beginning, primary banks in Madras raised resources by floating debentures. But this resulted in certain problems and therefore, the Townsend Committee on Cooperation appointed by the Provincial Government of Madras in 1927 recommended the establishment of a provincial land mortgage bank for floatation of debentures instead of individual primary banks doing the same. This was accepted by the Government. The Madras Cooperative Central Land Mortgage Bank was established in 1929. “The decade which followed witnessed the organization of similar institutions in Bombay (1935) and Orissa (1938) as well as in Mysore (1929) and Cochin (1935) which at that time were known as Indian states”. There were 286 primary land mortgage banks and five central land mortgage banks in June 1951.

COMMERCIAL BANKS

The fore - runners of the joint stock banks in India were the Agency Houses of Bombay and Calcutta. The Bengal Bank of Calcutta started in 1806 was chosen to act as a banker to the Government. Then the Bank of Bombay and the Bank of Madras were established in 1840 and 1843 respectively. Due to financial difficulties, the Bank of Bombay was wound up in 1868 and later in the same year, a new Bank of Bombay was established. These three banks were called as “The Presidency Banks”. They were reconstituted by the Presidency Banks Act of 1876.


An English Company established a private bank called, “Land Mortgage Bank of India Ltd.,” in 1863. This bank issued loans for a maximum period of eight years by mobilising the funds through issue of debentures. The bank functioned well all over India for about 20 years. However, the bank was to be closed shortly after 1885.

The Presidency Banks were amalgamated into “Imperial Bank of India”, through the introduction of the Imperial Bank of India Bill during March 1920, following the proposal of Earnest Cable and Keynes, the members of Chamberlain Commission appointed in 1913. The Bank came into effect from January 1921. The growth of commercial banking in India started with this. There were 1269 commercial bank offices (including 323 head offices) in 1935. These branches were located only in about 475 towns. The total number of branches increased to 1964 in 1940 and to 5201 in 1945. These bank served industry and commerce as they were urban - centred in nature and functioning.

The Government of India appointed “Rural Banking Enquiry Committee” in November 1949 under the chairmanship of Purshotamdas Thakurdas. Its unanimous report came in May 1950. It concluded that commercial banks concentrated in towns and that indigenous bankers and money lenders continued their dominant role in rural credit even though their activities were on the decline. It also felt that commercial banks could provide agricultural advances against produce and gold for purchase of expensive agricultural equipment.

SINCE 1951

MEASURES FOR INSTITUTIONAL SOURCES OF RURAL CREDIT

The Government of India and Reserve Bank of India were to play an active role in the supply of rural credit since the launching of First Five Year Plan in India in 1951. Many expert committees were appointed from time to time to improve the flow of credit from institutional sources.

CO-OPERATIVE AND RURAL CREDIT

Measures undertaken to increase the flow of institutional credit through the cooperatives are detailed as follows.

ALL INDIA RURAL CREDIT SURVEY COMMITTEE

The committee, appointed by the Reserve Bank of India in 1951 under the chairmanship of Gorwala, undertook a comprehensive survey of rural credit and submitted its report in August 1954. The survey revealed that the shares of institutional and non-institutional sources of rural credit were 7.3 per cent and 92.7 per cent respectively. 


The committee recommended, (i) production oriented short-term credit called “the corp loan system”, based on crop outlay and not on the basis of ownership of assets as done in the past; (ii) creation of new institutions like National Cooperative Development and Warehousing board, the All-India Warehousing Corporation and State Warehousing companies in order to promote storage, processing and marketing facilities; (iii) amalgamation of the Imperial Bank of India and certain state associated banks to form the state bank of india to provide vast remittance facilities for cooperative and other banks and to promote coordination between the rural and cooperative credit, and the banking system; (iv) creation of certain special funds at the national, state and institutional levels; (v) State partnership through contribution to the share capital of cooperative credit institutions; (vi) full coordination between credit and other economic activities, especially marketing and processing, and (vii) administration through adequately trained and efficient personnel, responsive to the needs of the rural population. The Government broadly accepted these recommendations. 

MEHTA COMMITTEE (1959)

This committee favoured revitalisation of a large number of credit societies to expand rural credit. The committee felt that the Government could contribute to the share capital ranging from Rs.1000 to Rs.10, 000 on a matching basis and its contribution to “the special bad debt reserve” to weak societies. The committee recommended for the provision of funds even to the tenant cultivators. It desired that a large portion of the loan would be in kind form to avoid misapplication of loans. It favoured quick measures to link credit with marketing to reap the benefits of organized marketing that would help in the recovery. 

PATEL COMMITTEE

The Government of India appointed this committee in July 1961 to examine the question of organizational, procedural and administrative difficulties associated with routing taccavi loans and other facilities of the Government through cooperatives. The committee’s report came in 1963. The committee recommended that all loans for normal production should be arranged through the cooperative institutional agency and that Government would have provide finance directly to the farmers only in certain cases of high financial risks.


The Government should continue making budgetary provisions increasingly in strengthening the cooperative resources. It recommended that the recovery of cooperative overdues would have a priority over the outstanding/over dues of taccavi loans. The committee desired effective steps to rationalise the central banking structure so that there would be one central bank for each district. The committee recommended that steps would be taken to create an agency of the land mortage banks at a level below the district level wherever the primary land mortgage banks functioned at the district levels only. The Government of India generally accepted its recommendation.
MIRDHA COMMITTEE

The Government of India constituted the committee on Cooperation in August 1964, and it submitted its report in August 1965. It felt that the cooperative movement is the best organization to protect the small man from the exploitation of the rich and that it is an instrument for promoting social justice.
ALL - INDIA RURAL CREDIT REVIEW COMMITTEE (1966)

This committee, headed by Venkatappiah, submitted its report in July 1969. The committee observed that “except in a few areas, the predominance of non-institutional credit continued over the years, despite inroads made by the growth of cooperative credit”, and suggested reorganization of cooperative credit. Its main recommendations were (i) introduction of crop loan system in areas where it was not in existence; (ii) fixation of scale of finance separately for as small an area as possible, preferably taluk and also separate scale of finance for irrigated and un-irrigated areas; (iii) simplification of lending procedures to improve production and recoveries; and (iv) establishment of two new organizations namely the Small Farmers Development Agency (SFDA) to identify the problems of potentially viable small farmers and ensure them supply of agricultural inputs, services and credit; and the Rural Electrification Corporation to help rural electrification schemes through the State Electricity Boards.


The committee observed that the role of commercial banks in the sphere of rural credit might be considered in six areas like “(i) production credit; (ii) investment credit; (iii) credit for the infrastructure; (iv) distribution credit; (v) credit for activities jointly undertaken with agriculture and (vi) credit to cooperatives engaged in agricultural activities.” It also stressed that date should be fixed in each state beyond which no taccavi loan should be provided except to meet situations of widespread distress such as floods and famines. These recommendations had been implemented in the subsequent years.

SANTHANAM COMMITTEE

The Committee on Co-operation headed by Santhanam, in its report in 1969, recommended that “the scale of cultivation finance should include a reasonable amount towards the consumption expenses of the member’s family”. It further recommended that village societies should be empowered to pursue action under the Land Revenue Recovery Act also to drive up recovery measures. In order to augment resources of the village societies, the committee recommended that the margin between its lending rate to members and its borrowing rate from the central banks should be three percent.

FARMERS SERVICE SOCIETIES

The National Commission on Agriculture, in its interim report in December 1971 recommended for the establishment of a new type of organization at the base-level, called the Farmers Service Societies in order (i) to provide all types of credit, technical guidance and a full package of services especially to small farmers to develop their farms in an integrated manner; (ii) to cover effectively a large area of operation, say a block or population of 10,000 so that it could function as a viable unit; and (iii) to provide for a two – third representation to enable the weaker sections to control the society. Such societies could be either financed by commercial banks or by cooperative banks. It was accepted and a scheme was put into operation since 1973 - 74 in almost all the states.

LARGE - SIZED ADIVASI MULTI – PURPOSE COOPERATIVE SOCIETIES

A special study group, under the Chairmanship of Bawa (1971) recommended the organization of Large – sized Adivasi Multi – Purpose Cooperative Societies in tribal areas as the bottom level structure with the objectives of (i) providing all types of credit under a single roof; (ii) providing technical guidance; and (iii) arrangement for marketing of agricultural and tribal based products and such societies were established in tribal areas.

THE COMMITTEE ON COOPERATIVE LAND DEVELOPMENT BANKS (1973)

This committee headed by Madhava Das studied the structure of the land development banks in different states and desired the continuance of the existing unitary and federal systems as they had their own advantages and disadvantages. It suggested for strengthening the existing structure by setting up regional / divisional offices of the central land development bank with adequate technical and other staff to provide necessary support to the base level structure in the matter of the formulation of the schemes and their implementation. The committee recommended that “there should be close link between the state cooperative bank and the various Government departments. The committee stated that there was concentration of overdues in the case of farmers holding above 10 acres in almost all states except Punjab and recommended for amendments to certain provisions of the existing Acts for enabling the banks to take prompt and effective measures against the defaulters.

HAZARI COMMITTEE (1975) 

The Committee on Integration of Cooperative Credit Institutions concluded that there should be an integration of the short and medium term, and the long term wings of the cooperative credit institutions. This integration would (i) avoid splitting up of security; (ii) ensure a single contact point for farmers; and (iii) enhance the profitability of the primary societies. However, no consensus could be arrived at over the recommendations of this committee. 

KAMAT WORKING GROUP 

The problems of overlapping and duplication of institutional agricultural credit that arose consequent upon the introduction of multi-agency approach to agricultural credit was studied by the working group in 1976.The group recommended that geographical demarcation rather than functional jurisdiction for each credit agency would be appropriate and practical. It recommended that the future branch expansion of the commercial banks in rural areas would have to be viewed in the context of the multi-agency approach recognizing the cooperatives as the primary channel of the rural credit. 

ALL-INDIA DEBT AND INVESTMENT SURVEY (1971-1972)

This survey, undertaken by the Reserve Bank of India, revealed that Rs.3, 848 crores were the total debts of the rural households as on June 1971. This accounted for an increase of 96.73 percent in the total rural debts over the position in 1961. In 1971, the total dept of the cultivators were Rs.3, 374 crores. This represented an increase of 102.04 percent as compared to their total debts in 1961. In the report, it was found that “although the non-institutional agencies still occupy a dominant position in the supply of credit to the rural households, their predominance is steadily declining while the institutional agencies are foregoing ahead. Thus, debt owed to non-institutional agencies formed 68 percent of the total debt of cultivators in 1971 as against 82 percent in 1961. On the other hand, there was relative rise in the proportion of debt owed to institutional agencies from 18 percent in 1961 to 32 percent in 1971.

SIVARAMAN COMMITTEE (1979)

The Committee to Review Arrangements for Institutional Credit for Agriculture and Rural Development, headed by Sivaraman, in its interim report submitted in November 1979, recommended the establishment of a National Bank for Agriculture and Rural Development under the control of the Reserve Bank of India to decentralise its functions. The committee, in its final report, submitted in January 1981, had made several recommendations for strengthening the rural credit system in the country. The committee felt that through (i) identification of target groups like small / marginal farmers, landless agricultural labourers, rural artisans, scheduled castes and scheduled tribes; (ii) simplification of terms and procedures of credit; (iii) updating of land – records, (iv) project – based lending; and (v) creation of suitable infrastructure to ensure supply of inputs and services, the credit to the weaker sections could be quickly facilitated. It recommended that “the development agencies including the credit institutions have to plan and progress together and ensure that credit is tied up with development programmes and supported by appropriate backward and forward non-credit linkages.”


The committee strongly urged that in the matter of dispensing long term credit, primary agricultural credit societies should act as agents of land development banks. Regarding overdues, it did not favour the State Governments giving total exemption to all classes of defaulters. It desired that there should be strict observance of financial discipline by all concerned for sound and sustained growth of cooperative credit system in India. It recommended for amending the Indian Penal Code to provide for deterrent punishment to willful defaulters. 

The Government of India accepted the committee’s interim report for setting up a new National Bank for Agriculture and Rural Development and the same into being from 12th July 1982. At a conference arranged by the Planning Commission in March 1982 most of the recommendations of this committee had been endorsed by the representatives of the Central Government, State Governments, Reserve Bank of India, Agricultural Refinance and Development Corporation, financing banks and other concerned.

HIGH LEVEL STANDING COMMITTEE

Recently, the Reserve Bank of India appointed a high level standing committee under the headship of Ojha to review the flow of institutional credit to the rural sector. The terms of reference of the committee were to review and assess: (i) the requirements and availability of institutional credit for agriculture and rural sector; (ii) the progress of flow of credit and complementary inputs to weaker sections; (iii) the matters connected with delivery, timely recovery and regional imbalances related to the institutional credit; and (iv) the coordination between credit institutions and the various State Government agencies. The committee was expected to make suitable recommendations to strengthen the rural credit system in India.

2.2. RELATED STUDIES ON AGRICULTURAL CREDIT

Jacob (1969) studied the role of nationalised banks in agricultural lending and found that there was satisfactory banking development in rural and semi-urban areas after nationalization. It revealed that the small and marginal farmers were left to the mercy of the private money lenders. Agricultural credit was found to be concentrated in areas where there were better infrastructural facilities. The study suggested that the principle of one farmer, one account and one source would benefit both the farmers and institutions.

Devaprakash (1969) noted that the quantum of credit requirement for agricultural purpose which was only Rs 1130 crores in1969 grew twenty-fold by 1989. Despite the manifold increase in availability, only 23 percent of the total number of operational holdings received credit. Devaprakash has emphasized the need for concerted efforts to invigorate the credit market and for fine-tuning of the credit discipline.

 Singh et al. (1971), attempted to study the relationship between allocation of credit and farm inputs used in progressive and less progressive farms in Varanasi district. They found that investment on irrigation and fertilizers had significant and positive impact on the level of total credit availed by progressive farms, while investment on cattle influenced the level of total credit in less progressive farms. It also revealed that credit had significant and positive impact on returns from crops.

A study by Ray (1971), revealed that i) village cooperatives were the most successful source of institutional credit; ii) institutional loan was largely used for purchase of current inputs among lower size - groups, while big farmers with 10 acres of land invested it largely on land development, irrigation and agricultural tools and implements, and iii) the modern technology could be followed by big farmers with their self-finance.

Mahendra Desai and Bharat Naik (1971) while analysing demand for short term credit, found that in 1971, at the time when the high yielding variety programme was being introduced, the demand for credit remained largely unmet mainly because of the non-availability of credit to small farmers. The institutions then used to select farmers for generating credit in general, for bigger cultivators. In spite of the policy objective of the multi agency approach for meeting credit requirements of the cultivators, it was the large farmers who in fact constituted the biggest beneficiaries. The evidence was that commercial banks provided Rs 210.40 crores by way of short-term and medium-term credit to agriculture, of which the bulk went however to the above average farmers.

Sharma and Prasad (1971) conducted a study in three selected districts of Utter Pradesh analysed the change in demand for credit due to change in the technology of agricultural production. They pointed out that at the existing level of technology, the credit needs of the sample households were of Rs 144 lakhs, of which about 35 percent, 29 percent and 36 percent were needed by small, medium and large farmers respectively, with improved technology, the credit needs would be Rs 367 lakhs of which 30 percent, 20 percent and 50 percent were required by small, medium and large farmers respectively. One striking feature observed was that the credit requirements of larger farmers increased more rapidly than those of small and medium farmers. Use of credit increased the income even at the prevailing levels of technology. More adoption of improved technology unassociated with the increase in credit use to increase income of farmers to any significant extent.

The study conducted by the National Council for Applied Economic Research (1974) found that in 1974 the small farmers used to obtain about 49 percent of their loans from the money lender and trader group and group at interest rates ranging from 18-24 percent and that about 17 percent of loans were taken at interest rates as high as 80 percent. In comparison, the rates changed by co-operatives, commercial banks and other government agencies were much lower. Interest rates charged by them varied according to the size and class of cultivators. For small size cultivators, the rate was 6 percent and for others, it varied from 8 to 10 percent.

Venkataram (1975) observed that average farmers could not meet their foodgrain and other family expenditure without the support of external finance. He observed that crop loan limits handicapped the adoption of new technology and it could be rectified by 50 percent increase in the loans over the existing levels

Haque and Maji (1978) studied the structure and flows of agricultural Co-operative credit in India. The study revealed that marginal and small farmers received 32 percent of the medium and long term advances provided by the land development banks. The study concluded that new agricultural production technology had changed the structure and composition of short, medium and long term credits.


Singh and Singh (1978) highlighted the institutional credit pattern of allocation in relation to farm assets, farm cash expenses and use of fertilizers among different farm – size groups in Punjab. The study revealed that the institutional credit in terms of its allocation was found to be concentrated in favour of big farmers.

The study of Rajput et al. (1978), found that the average borrowings of small farm size group was comparatively higher than other farm size groups. It revealed that the non-institutional agencies were still largely financing and they dominated in financing small and marginal farmers. It found that marginal and small farmers needed credit for consumption purpose also. Due to a small piece of land, marginal farmers were not able to use the investment credit more profitably. 

Dhawan and Kahlon (1978) indicated the in adequacy of institutional credit even at the existing level of technology. The functional analysis of this study revealed that the small farmers were rational in making investments on implements and machinery, milch animals, seeds, manures and fertilizers because marginal values productivity of these resources to their costs were significantly greater than unity. Therefore, they could further increase their income by curtailing expenses on labour and milch animals.

Desais (1978) study threw light on the factors affecting farm loans. The impact of credit was measured by the concept of elasticity of demand for credit. It revealed that the demand for farm loans was affected by rise in prices and the intake of inputs. 

Sharma and Prasad (1978) made an attempt to forecast the demand for short-term farm credit in the districts of East Godavari by considering economic and technological variables. It was found that technology variables had dominated the economic variables and that mere productivity would not determine the demand for credit at macro level.

Tyagi and Pandney (1982) used profit function for the estimation of demand for crop loans (credit) on different categories of mechanized farms. The study highlighted that the estimated demand for credit was highly elastic with respect to prices of inputs and outputs but inelastic in relation to rate of interest. The input prices were more important than the output prices in making an impact on the demand for credit. The institutional credit was inadequate in meeting the credit demanded by all farmers. The study suggested that supply of adequate institutional credit at the right time without lowering interest rate was important.

The National Bank for Agriculture and Rural Development (NABARD) (1991) undertook a survey with the sample of 1498 beneficiaries of the Integrated Rural Development Programme (IRDP), covering 122 branches of the financing banks spread over 60 blocks in 30 districts of 15 states. The survey revealed the defects of the implementation of the IRDP like (i) the provision of credit for a single activity; (ii) financing of defective and substandard assets; (iii) undue stress on financing animal husbandry programmes; and (iv) lack of supervision on the end use of credit. The survey suggested that the targets of the diversified investment activities for a block should be fixed keeping in mind the resource potential, availability of infrastructural facility, and agro-climatic conditions of the area concerned. The programme could be made effective if the family would be treated as the basic unit in the identification of beneficiaries and a package of activities would be financed rather than confining to a single activity.

Evidence from several studies [Lele, Gonzalez Vega (1981), Braverman and Gausch (1986), Egger (1986)] revealed that only a small group of large farmers monopolized the lion’s share of the total volume of credit disbursed by the formal credit agencies. The social and political influence of large farmers ensured their access to these institutions. On the contrary, small and marginal farmers, including tenant farmers had less access to formal credit institutions because of the asset based lending policies of these agencies. Moreover, Gonzalez Vega (1981) pointed out that the formal credit institutions often ration credit to small borrowers in order to reduce their transaction cost, which is very high when serving several small borrowers.

Dhyani and Tewari (1988) predicted good and bad risks in agricultural production credit. They used modified discriminant analysis to estimate risk involved with defaulter and non-defaulter credit users. They found that behavioral characteristics of the farmers such as age, education, etc of the farmers were the significant factors (85.14 percent) to determine risk involved with defaulter and non-defaulter credit users.

Lal (1991) attempted to evaluate the role of the institutional and non-institutional credit agencies in financing agriculture in Eastern Uttar Pradesh. It was found that 65.7 percent of the sample households was in debt. Further, 66.2 percent of credit was diverted for consumption. Institutional agencies did not solve the credit needs of the agriculture. The study concluded that the credit provided fell short of right quantity; and did not serve the right purpose.

Misra, (1991) in his study in U.P., found that the proportion of loan obtained from government was highest in the case of large sized farms. Short term credit had created a favourable impact on the output of major crops like paddy, wheat and sugarcane. It revealed that there was considerable scope for increasing medium and long term advances.

Kulkarni (1991) found that timeliness of credit was affected by procedural lapses. The author felt that commercial banks and cooperatives should learn for each other’s experience and evolve a system of complementarity in respect of their lending procedures.


Kurulkar (1991) conducted a study on cooperative long term finance covering 18 village in three taluks of Aurangabad. He concluded that the credit advanced by the Land Development Banks, was neither efficient nor cheap.


Jha (1991) studied agricultural finance in Nepal. The study revealed that 60 percent of farmers borrowed. A large part of borrowings was for family expenditure. Agriculture had not reached the stage where farmers could make a productive use of credit. He suggested that credit institutions should meet all legitimate credit needs of farmers subject to the repayment capacity of farmers.

Basu (1991) undertook a study with special reference to Comprehensive Area Development Plan (CADP) in West Bengal. The study revealed that the plan helped to mobilise Rs.350 lakhs from commercial banks to benefit the farmers. Delivery of credit in kind increased the use of fertilizers and pesticides. The study concluded that it was still premature to talk about replacement of moneylender’s credit by institutional credit.


Basu (1991) study pointed out that, although commercial banks lending to agriculture increased several–fold, such financing was not regionally equitable. The level of agricultural credit per hectare of net sown area was determined by per capita bank credit, central cooperative banks’ outstanding credit per hectare of net sown area, number of bank offices per lakh population, per capita bank deposit, degree of urbanization and intensity of cultivation.

Ravindranath, (1991) in his study, found that the farmers with irrigation facilities accounted for a major share in the institutional and non-institutional credit. The small and marginal farmers did not avail dairy and sheep loans from institutional sources.

A project study undertaken by Venu, et al. (1991), in Karnataka and Tamil Nadu revealed that under financing was the major reason for farmers to borrow from more than one agency. Farmers still preferred private credit due to proximity, timely supply and unlimited quantum. It found that there were differences among the systems and procedures of the commercial banks despite their systematic and planned approach to the rural credit.


A study by Mohanan (1991) showed that commercial banks lagged behind cooperative in terms of population coverage and area spread. There was significant positive correlation between investment and production credit in respect of overall situation. The study suggested mass scale introduction of medium term loans with flexible repayment schedule. The dry farming technology for marginal and small farmers should be improved upon.

  
Deevi (1991) studied bank financing of agriculture in Andhra Pradesh. The study revealed that 71 percent of the branches of Andhra Bank spread over rural and semi-urban areas and the gold loans were more than crops loans. Big farmers were the major beneficiaries in crop and term loans. It showed that Andhra Bank’s performance was satisfactory in comparison with nationalised banks. It desired a careful handling of the dairy scheme by the bank for the weaker sections.


Ramadass (1991) studied demand for and productivity of farm credit in Pondicherry Region. The study revealed that the operational area of the farm, farm assets and irrigated areas of the farm were the significant determinants of the demand for credit for large, medium and small farms respectively. Besides, family consumption expenditure exerted positive and significant influence on the demand for credit of the small farms. Percentage of institutional credit had great influence on the demand for credit of large and medium farms, while it exerted lesser influence on demand for credit of small farms. It showed that credit was interest elastic and interest inelastic for large and other farms respectively. It also found that credit had positive and significant impact on the productivity of small and medium farms and the same was negative on large farms.

Aja ohorie (1992) identified the factors influencing borrowing behaviour of farmers in Nigeria. The respondents years of formal schooling, gender (sex), awareness of the existence of the rural bank, total annual income of household head, age of the farmer head, occupation of respondents, leadership position held by respondents, house hold size, membership of credit institutions, were put into the linear discriminant analysis to find out the discriminating factor of borrowing behaviour pertaining to the farmers. Among the selected factors, years of formal schooling, awareness of rural bank and total annual income of the farmers were identified to be significant to determine the borrowing behaviour of farmers.
Jaya (1994) identified determinants of borrowing behaviour of farmers in Coimbatore district based on the household model. The data were collected from 200 households who borrowed from commercial banks in the year 1992 –93.The linear regression equation of the form.


Y= bo+b1x1+b2x2 …………b9x9+U

was used 

Where Y= amount borrowed in Rs.

X1=area operated in hectares,

X2=capital expenses

X3=variable expenses     

X4=farm income

X5=age of the borrower farmer 

X6=size of the family

X7=Education

X8=non farm income 

X9=direct family labour on farm employment.


Among these factors, area operated, capital expenses, variable expenses and farm income were significant to determine borrowing behavior of farmers.

The one-man high level committee headed by Shri Gupta (1997) on “Agricultural Credit through Commercial Banks in December, 1997. The recommendation of the committee in relation to procedural simplication for credit delivery through rationalisation of internal returns of backs was accepted and implemented (Economic survey, 1998-99). To improve the quality of institutional delivery for agricultural purposes and refining the crop loan system, the Government of India in consultation with the RBI introduced Kisan Credit Card Scheme form the year1998-99.

 
Nahatkar, Mishra, Raghuwanshi and Beohar (2002) evaluated the Kisan Credit Card Scheme (KCC) launched by the NABARD during the year 1998-99 to facilitate the farmers to meet crop production and miscellaneous credit need in time and to simplify the procedure in advancing agricultural credit. The study was undertaken to know the extent of benefit rendered in quantitative and qualitative terms to the farmers through this scheme and to identify the constraints from the borrowers’ and lenders’ point of view. The data related to these aspects were collected through survey method from 55 selected KCC holders. The opinions of bank officers were also sought for the information on constraints in implementation of the scheme and suggestions to improve it. The results of the study showed that credit limit fixed by the financial institutions varied according to the cropping pattern and crop complex among the different size of holdings. The credit limit also varied among the financial institutions. After the inception of KCC scheme, financial institutions had played a vital role in highlighting the importance and benefit of KCC scheme among the farmers. Majority of the farmers had been benefited through this scheme and they firmly opined that this scheme facilitated availability of the credit in time and simplified the procedure for advancing loan by bank to a great extent. They had not reported any problem in borrowing loan through this scheme, but had reported other problems such as poor electricity supply, input supply and poor quality of inputs which restricted them to utilize borrowed amount efficiently. No major constraints in the implementation of the scheme, but some of the constraints were related to users’ attitude with respect to fixing credit limits, and non-submission of bills of purchased inputs and details of credit utilisation, which had led to the problem of auditing of bank accounts. Problem in fixation of credit limits for leased in land was also reported from lender side. The defaulters were facing problem in getting Kisan Credit Cards as reported by financing institutions.                

Vyas committee (2002) appointed by NABARD recommended greater involvement of newer financial agencies or grouping such as self help groups (SHGs).And non bank financial Co-operations (NBFCs), review methods of fixing scales of finance, improved links between credit and marketing the speedy recapitalisation of RRBs etc.
Singh, Verma and Govind babu (2002) studied the impact of credit advances on main crops and milk production enterprises in Allahabad district of Uttar Pradesh for the period 1999-2000 to 2000-2001. It presents a comparative economic analysis of the farm business as a whole for the pre-and post-borrowing conditions of farms under different size-groups of holdings. The per hectare input cost, gross income, family labour income and farm business income were found to be higher in post-borrowing conditions as compared to pre-borrowing conditions of the farms. The higher level of incomes received in post-borrowing condition were due to higher intensity of cropping, higher investment in inputs in the form of high-yielding variety of seeds and plant protection measures. These demanded high use of inputs, resulting in higher input cost on per hectare basis. The borrowings made by the farmers helped them in making higher investment on their farms for different purposes. Amongst different input items, human labour accounted for the highest share, followed by bullock labour, manures and fertilizers and irrigation in the total cost in both situations. However, the percentage share of manures and fertilizer and irrigation was higher in post-borrowing as compared to pre-borrowing condition of farms on different size-groups of holdings. It was due to loaning facilities and the impact of credit advances was also indirectly visible on the level of employment. The study concluded that in the post-borrowing condition, credit advances made for different purposes had directly/indirectly resulted in a significant increase in agricultural development, that is, in the level of employment on different size-groups of farms.

Aminur Rashid Khan and Tewari (2002) examined (1) the gap between changing agriculture credit requirement and flow of institutional agricultural credit in nominal and real terms at all India level, (ii) the extent of inter-state disparities in the flow of institutional agricultural credit and (iii) the relationship of short-term agricultural credit flow with average cost of cultivation across states. The study covered 17 agriculturally important states and was based on published data for the period from 1980-81 to 1999-2000. The result showed that agricultural credit gaps had been raising both in nominal as well as in real terms since the mid-eighties. However, the increase in credit gaps in real terms had been less severe due to improving terms of trade for farmers. Further, the rate of increase in credit gaps had been comparatively lower in the post-liberalisation period. Institutional agricultural credit could meet only 40 per cent of the estimated agricultural credit requirement and the gap between credit requirements and availability of institutional credit widened over the period. The inter-state disparities in per hectare flow of institutional agricultural credit gaps increased significantly during 1980-81 to 1990-91. These disparities did not deteriorate till 1995-96, but increased slightly in 1996-97.

Harpreet Kaur, Toor and Inder Sain (2002) examined the role of various sources of agricultural credit, based on data collected from a random sample of 100 farmers from four villages in two selected blocks in Sangrur district of Punjab. The farmers were stratified in to small, medium and large farms by using the cube-root method and the information regarding credit acquisition, its use, source and purpose etc, were collected by using the survey method. The result of the study showed that small farmers were leading in acquiring per hectare credit (Rs.98,409), followed by medium (Rs.39,006) and large(Rs.23,388) farmers. As a percentage contribution from institutional sources, the medium farmers were leading with a share of 48.99 percent, followed by small (45.97 percent) and large (42.06 percent) farmers. In the case of non-institutional sources, large farmers accounted for 57.94 percent, followed by small (54.03 percent) and medium farmers (51.11 percent). Source wise, the credit advanced by Land Development Banks was the highest, being Rs.6, 896 per hectare, followed by co-operatives (Rs.5,891), commercial banks (Rs.3,053) and Regional Rural Banks (RRBs) (Rs.348). However, in the case of non-institutional sources, the farmers received the highest per hectare credit from commission agents (Rs.12, 288), followed by money lenders (Rs.6,197), relatives and friends (Rs.1,647). As regards the use of credit, 19.86 percent of institutional loans and 13.22 percent of non-institutional loans were diverted from specific purpose to other uses. However, the diversion of per hectare credit was the highest in the case of small farmers (Rs.19, 221), followed by medium (Rs.2, 225) and large (Rs.1, 573) farmers.

Saikia and Bhadra Bora (2002) conducted a study in Batadrawa and Khagarijan blocks of Nagaon district covering 75 per cent credit recipient (CR) and 30 non-credit recipient (NCR) households with the objective to study the availability and use of credit and impact on area expansion, income and employment. Institutional sources provided the highest credit of 28 per cent to small, followed by 28 per cent to medium, 25 per cent to large and about 19 per cent to marginal farms. Non-institutional sources provided the highest credit of 39 per cent to marginal farms.  Per farm credit had direct relation while per hectare credit had inverse relation to farm size. Current farm expenditure covered 70 per cent and capital expenditure accounted for about 30 per cent of credit utilization. The impact of credit was significant in area expansion for boro rice by 71 percent, vegetables (75 per cent), potato (75 per cent) and oilseeds (34 per cent). Yield increase was positive for all crops. Additional employment of about 84 man-days per farm was created. Net income and operating cost ratios- were higher for all the cash crops except jute in credit recipient farms over non-credit recipient farms. Procedural delays in loan disbursement, non-availability of inputs and processing and marketing problems were the major constraints. The study suggested specific policy measures like simplification of the procedures, easier terms for security, production oriented and timely availability of credit, adequacy of credit and reasonable rate of interest to promote the development of cash crops.  

Gomathi (2003) reported that only the size of land holding was found to be the significant factor to influence the amount borrowed.
Harun Ali and Moniruzzaman (2005) analysed the impact of co-operative credit on farm investment, production and income in Bangladesh. They found that the member farmers of co-operative society spend greater amount on farm inputs. On an average member farmers utilized 32.39 percent of credit for irrigation, 25.82 percent for fertilizer, 19.42 percent of credit for hired labour, 10.50 percent for land cultivation and 8.72 percent of credit for insect-pests controlling.

CHARTER – III 

METHODOLOGY


The methodology adopted in the current study on “Determinants of borrowing behaviour of farmers in a selected area of Coimbatore district” are discussed under the following heads.

3.1. Rationale for selecting the problem

3.2. Selection of the area

3.3. Selection of the sample and collection of data

3.4. Analytical techniques and specification of models 

3.5. Definitions of terms used

3.6. Limitations of the study

 3.1. RATIONALE FOR SELECTING THE PROBLEM


The Commercial, Co-operative and Regional Rural Banks were the major of sources of agricultural credit. The share of Commercial Banks in agricultural credit had increased from 50 percent in 1998-1999 to 60 percent in 2003-2004. But the share of cooperative banks had declined from 43 percent to 31percent in the same period, whereas Regional Rural Banks were the marginal players with 7 percent to 9 percent market share in agricultural credit.


Though the share of Co-operative Banks in total agricultural credit had declined, still it is a specialized credit institution in agricultural credit. The earlier studies concentrated on the flow of agricultural credit from Co-operative Banks and also the recovery performance. Very few studies [Desai (1978)] analysed the determinants of borrowing behaviour of farmers. Hence the present study analysed the “Determinants of borrowing behaviour of farmers in the selected area of Coimbatore district”.

3.2. SELECTION OF THE AREA

   
Coimbatore is one of the agriculturally and industrially advanced districts of Tamil Nadu. The Tamil Nadu Agricultural University and its research station and the sugarcane-breeding institute make it easy for the farmers to get the latest know-how in agricultural and allied field. The total geographical area is 7.43 lakh hectares. The gross cropped area is 3.36 lakh hectares, of which 1.63 lakh hectares is irrigated and the net sown area is 3.12 lakh hectares.


There are 465 villages in the district spread over 19 community development blocks.             Two hundred and eighty Primary Agricultural Co-operative Banks are functioning in the district.


Among various districts in Tamil Nadu, Coimbatore district contributed maximum amount of Rs.617.97 crores in the year 2004 towards agricultural credit. It was 21.11 percent to the total priority sector advances in the district. 

Among 19 community development blocks in Coimbatore district, Karamadai block was selected for the reason that it was one of the low agricultural credit intensive block and the amount of institutional credit provided during 2004-2005 was less than the district average.


For the present study in Karamadai block, K.Pungampalayam village was selected randomly through lottery method. The village had the following distinguished features

1. More than 90 percent of the total population in this village were engaged in agricultural activities.  

2. The marginal and small farmers dominated the other categories of farmers in this village.

3. Higher number of farmers in this area borrowed from co-operative banks.

3.3. SELECTION OF THE SAMPLE AND COLLECTION OF THE DATA.

The data for the study were collected from primary sources. A two stage random sampling procedure was followed in selecting the sample of borrower farmers. In the first stage, K.Pungampalayam village in Karamadai block was selected randomly through lottery method. This village had greater access for co-operative bank credit.

The co-operative bank and land development bank pertaining to the study area were approached to collect the address of farmer borrowers. The banks provided 400 addresses of the borrowers pertaining to the period 2004 –2005. From the address list provided by the bank, one hundred farmer borrowers were selected randomly in the next stage. The distribution of the selected farmer borrower is given in the table-2

TABLE – 2

DISTRIBUTION OF THE SAMPLE BORROWER FARMERS

	Farmer category
	Number of farmer borrowers
	Percentage

	Marginal
	3
	3

	Small
	47
	47

	Semi medium
	48
	48

	Medium
	2
	2

	Total
	100
	100


Source: Field survey

In the post stratification, it was found that out of 100 farmer borrowers, 3 farmers were marginal farmers with less than one hectare, 47 farmers were small farmers with 1 to 2 hectares of land holding, 48 farmers were semi medium farmers with 2 to 4 hectares of land holding and 2 farmers were medium farmers with 5 and above hectares of land holding.

The survey method was used to collect information from the borrower farmers. Interview schedules were used to collect information on the socio-economic characteristics, amount borrowed, cropping pattern, cultivation expenses etc, for the period of 2004 –2005. A pilot study interview schedule on the basis of the observation made during the pivot study, the schedule was modified and the final survey was conducted with the resulted schedule with the in the month of (December 2005) appendix.

3.4. ANALYTICAL TECHNIQUES AND SPECIFICATION OF THE MODELS

A critical analysis of the methodologies adopted in the studies on agricultural credit revealed the exclusive application of the regression analysis to estimate the relationship between socio economic characteristics of the borrower farmers and the amount of credit availed. The regression analysis would not reflect the relative contribution of each socio-economic factors to the amount borrowed and the borrowing behaviour of farmers. Hence the present study concentrated on the discriminant analysis apart from the simple percentages to analyse the determinants of borrowing behaviour of farmers in the selected area. The specifications of the statistical and econometric tools are as under.


Apart from simple statistical and econometric tools such as mean, standard deviation, and simple percentages, discriminant analysis was used as an econometric tool to identify the socio-economic factors which determine the borrowing behaviour of farmers. 

3.4.1. DISCRIMINANT ANALYSIS – DETERMINANTS OF BORROWING BEHAVOUR ASSOCIATED WITH CROP LOAN

Discriminant analysis was used to identify the socio economic factors, which discriminated the borrowers of crop loan in to large borrowers group and small borrowers group. The large borrowers are those borrowers who borrowed above average level of crop loan. The small borrowers are those borrowers who borrowed below average level of crop loan.

The analysis was carried out by taking 13 socio economic and farm related factors such as caste, family size, age, education, type of family, consumption expenditure, savings, farm income, seeds expenses, wage expenses, fertilizer and pesticide expenses, size of land and cropping pattern. It was assumed that the above factors were associated with the borrowing of crop loan. Hence to identify the factors responsible, to discriminate the crop loan borrowers in to large borrowers (Group-1) and small borrowers (Group-2), a linear multiple discriminant function of the form


Z   = 
L1X1+L2X2+L3X3+L4X4+L5X5+L6X6+L7X7+L8X8+L9X9+L10X10+ 

L11X11+ L12X12+L13X13 

was used.

Where 

Z = Total discriminant score for large and small borrowers of crop loan 

X1 = Caste

X2 = Family size

X3 = Age

X4 = Education

X5 = Type of family

X6 = Consumption expenditure

X7 = Savings

X8 = Farm income

X9 = Seeds expenses

X10 = Wage expenses

X11 = Expenses on fertilizers and pesticides 

X12 = Size of land

X13 = Cropping pattern

3.4.2. DISCRIMINANT ANALYSIS – DETERMINANTS OF BORROWING BEHAVOUR ASSOCIATED WITH INVESTMENT LOAN


To identify the socio economic factors, which discriminated the borrowers of investment loan in to large borrowers group and small borrowers group, the discriminant analysis was carried out. The large borrowers are those who borrowed investment loan above average level. The small borrowers are those who borrowed investment loan below average level. It was assumed that the factors such as caste, family size, age, education, type of family, consumption expenditure, savings, farm income, value of farm equipment and livestock and size of land were associated with borrowing behaviour of investment loan borrowers. Hence to identify the factors responsible to discriminate the borrowers in to large and small borrowers group, a linear multiple discriminant function of the form.

Z   = 
L1X1+L2X2+L3X3+L4X4+L5X5+L6X6+L7X7+L8X8+L9X9+L10X10+ 

L11X11 

was used.

Where 

Z = Total discriminant score for large and small borrowers of investment loan 

X1 = Caste

X2 = Family size

X3 = Age

X4 = Education

X5 = Type of family

X6 = Consumption expenditure

X7 = Savings

X8 = Farm income

X9 = Value of farm equipments 

X10 = Value of livestock 

X11 = Size of land

3.4.3. DISCRIMINANT ANALYSIS – DETERMINANTS OF BORROWING BEHAVOUR ASSOCIATED WITH TOTAL LOAN (CROP LOAN AND INVESTMENT LOAN).

 
To identify the socio economic factors, which discriminated the borrowers of total agricultural loan in to those who borrowed above average level and those who borrowed below average level, discriminant analysis was carried out. The farmers who borrowed above average level of loan were the large borrowers and the farmers who borrowed below average level of loan were the small borrowers.


Out of 100 farmer respondents, 18 farmers belonged to large borrowers group and 82 farmers belonged to small borrowers group. It was assumed that certain socio-economic factors such as caste, family size, age, education, type of family, consumption expenditure, savings, farm income, cultivation expenses, size of land and farm assets were associated with borrowing behaviour of farmers. Hence to identify the factors responsible and to discriminate the borrowers belonged to large borrowers group and small borrowers group, a linear multiple discriminant function of the form

Z  =  1X1+L2X2+L3X3+L4X4+L5X5+L6X6+L7X7+L8X8+L9X9+ L10X10+L11X11

was used.

Where 

Z = 
Total discriminant score for large and small borrowers of total credit 

[both crop loan and investment loan]

X1 = 
Caste

X2 = 
Family size

X3 = 
Age

X4 = 
Education

X5 = 
Type of family

X6 = 
Consumption expenditure

X7 = 
Savings

X8 = 
Farm income

X9 = 
Cultivation expenses

X10 = 
Size of land

X11 = 
Farm assets

3.5. DEFNITIONS OF THE TERMS USED:

MARGINAL FARMERS:


The farmers who have below one hectare of land are called as marginal farmers.

SMALL FARMERS:


The farmers who have 1 >2 hectares of land are the small farmers.

SEMI MEDIUM FARMERS:


The farmers who have 2 >5 hectares of land are the semi medium farmers.

MEDIUM FARMERS


The farmers who have 2 > 10 hectares of land are medium farmers.

CROP LOAN


Crop loan is given by the co-operative banks to enable the farmer members to cultivate crop. Under the crop loan system, the amount of loan is fixed according to the scale finance prescribed for different crops prepared by district level consultative committee of the lead bank. A part of the crop loan is disbursed to the borrowers in kind, such as seeds, fertilizers and pesticides during the appropriate seasons and the balance is given in cash to meet other expenses, such as cultivation expenses, wages to labourers etc.

INVESTMENT LOAN


Investment loan is given by the land development bank, another wing of co-operative bank to enable the farmers for the purpose of purchasing agricultural machines, land development, dug well etc, and the full maturity time period of the loan given for the above purposes is more than three years.

3.6. LIMITATIONS OF THE STUDY

· The determinants of borrowing behaviour of farmers were identified for short period. Case studies on determinants of borrowing behaviour, based on long period data may be more useful for policy approach than the studies based on short period data. The time behaviour associated with borrowing of agricultural credit reflects the true picture of the agricultural credit scenario.

· The analysis on recovery performance and over dues was not under taken in the present study. Bank wise distribution of credit, amount of recovery and over dues were not analysed which could strengthen the week financial institutions in agricultural credit coverage and performance.

· The total agricultural credit was taken as an indicator of the availability of credit performance in the simple tabular analysis. The average credit availed was not taken into account in the simple tabular analysis.

· The impact of agricultural credit on agricultural production, income and expenditure and thereby on welfare may be more useful for suggesting suitable recommendations to improve the standard of living of farm community. 

· The extent and pattern of credit utilization and factors determining misutilisation of loan were not analysed in the study, which would help for proper agricultural credit management.

· The cost aspect of borrowing, lending and over dues were not analysed in the study. 

CHAPTER – IV 

RESULTS AND DISCUSSIONS

The results of the study on “Determinants of borrowing behaviour of farmers in a selected area of Coimbatore district” are discussed under the following heads.

4.1. Socio-economic profile of farm households

4.2. Availability of agricultural credit

4.3. Factors determining borrowing behaviour of farmers

4.4. Factors determining borrowing behaviour of farmers- Discriminant analysis.

4.5. Problems of co-operative credit in agriculture

4.1. SOCIO-ECONOMIC PROFILE OF THE FARM HOUSEHOLDS

The socio-economics characteristics may vary from region to region and even between farmers to farmers in the same region. Hence, it is necessary to examine the variation in socio-economic and demographic characteristics among different categories of farmers (Vanitha, 2005). Socio-economic and demographic profiles of the borrowers were analysed under the following heads:

4.1.1 Social characteristics of borrowers

4.1.2 Economic characteristics of borrowers

4.1.3 Demographic characteristics of borrowers

4.1.4 Cropping pattern.

4.1.1 SOCIAL CHARECTERISTICS OF BORROWERS

Education of the farmer head, community, religion and type of family were considered as indicators of social characteristics of the farmers. The details on the above social indicators are given in table-3.

TABLE-3

SOCIAL CHARACTERISTICS OF BORROWERS

	Social

Characteristics
	Marginal
	Small
	Semi-Medium
	Medium

	Education
	
	
	
	

	Primary (in number)
	1
	3
	7
	-

	Percentage*
	33.33
	6.38
	14.58
	

	Secondary (in number)
	2
	26
	24
	1

	Percentage*
	66.67
	55.32
	50
	50

	Higher-Secondary

(in number)
	-
	15
	16
	1

	Percentage*
	
	31.91
	33.33
	50

	College (in number)
	-
	3
	1
	-

	Percentage*
	
	6.38
	2.08
	

	Total (in number)
	3
	47
	48
	2

	Percentage*
	100.00
	100.00
	100.00
	100.00

	Type of Family
	
	
	
	

	Joint (in number)
	1
	16
	21
	2

	Percentage*
	33.33
	34.04
	43.75
	100

	Nuclear (in number)
	2
	31
	27
	-

	Percentage*
	66.67
	65.96
	56.25
	

	Total (in number)
	3
	47
	48
	2

	Percentage*
	100.00
	100.00
	100.00
	100.00

	Community
	
	
	
	

	Vellala Gounder

(in number)
	-
	8
	12
	-

	Percentage*
	
	17.02
	25
	

	Vokkaliga (in number)
	1
	37
	36
	2

	Percentage*
	33.33
	78.72
	75
	100

	Harijans (in number)
	2
	2
	-
	-

	Percentage*
	66.67
	4.26
	
	

	Total (in number)
	3
	47
	48
	2

	Percentage*
	100.00
	100.00
	100.00
	100.00


 Source: Field survey

* Percentage to column total 

EDUCATION

Education is considered to be an important determinant of progressive nature of farmers, as it is supposed to affect his borrowing habit, ability to make judicious and intelligent use of credit and repayment of loans (Vanitha 2005).

The table-3 showed that, of the total number of marginal farmers, 66.67 percent of them had completed secondary education. It accounted to be greater percentage share among all other levels of education. None of the marginal farmers were collegiates. Among small, semi medium and medium farmer borrowers also, the percentage share of them who completed secondary education was found to be greater (more than fifty per cent). It was also to be noted that, none of the small, semi medium and medium farmer borrowers were illiterates.

COMMUNITY

It showed that higher percentage of marginal farmers was harijans. They were held with only small size of land holding. But greater percentage of small and semi medium farmers were belonged to vokkaliga, and vellala gounder communities.

TYPE OF FAMILY

Type of family determines the social status of the farmhouse holds. The table [3] revealed that 66.67 percent of the marginal 65.96 percent of small and 56.25 percent of semi medium farmers were belonged to nuclear family system. It showed that majority of the households preferred only nuclear family system.

RELIGION

All farmer borrowers were belonged to Hindu religion. None of them were Christians or Muslims.

4.1.2. ECONOMIC CHARACTERISTICS OF FARMER BORROWERS.

The farm income, non-farm income, family consumption expenses and savings were considered to be economic indicators of the farmers. The details on the above-mentioned factors associated with farmer borrowers are given in table-4.

TABLE-4

ECONOMIC CHARACTERISTICS OF FARMER BORROWERS
	Farmers
characteristics
	Marginal
	Small
	Semi-Medium
	Medium

	
	No of Farmers
	Amount (in Rs)
	No of Farmers
	Amount (in Rs)
	No of Farmers
	Amount 

(in Rs)
	No of Farmers
	Amount (in Rs)

	Total farm income
	3
	175000
	47
	4159000
	48
	5243000
	2
	300000

	Average farm income
	
	58333.33
	
	88489.36
	
	109229.17
	
	150000

	Total non-farm income
	1
	55000
	11
	319000
	12
	458000
	0
	0

	Average non-farm income
	
	55000
	
	29000
	
	38166.67
	
	

	Total consumption
expenditure
	3
	30890
	47
	722037
	48
	1995391
	2
	126000

	Average consumption expenditure
	
	10296.67
	
	15362.49
	
	41570.65
	
	63500

	Total savings
	2
	12000
	36
	30500
	34
	349750
	2
	31000

	Average savings
	
	6000
	
	847.22
	
	10286.76
	
	15500


Source: Field survey

FARM INCOME

Farm income is an important factor, which determines the borrowing behaviour and the repaying capacity of the farmers. Though the gross farm income is higher, the net income is less due to higher cost of production.

The table-4 showed that the marginal farmers earned an average amount of net farm income Rs.58333.33.The same was accounted to be Rs.88489.36 for small farmers, Rs.109229.17 for semi medium farmers and Rs.150000 for medium farmers. It showed that medium farmers had higher amount of farm income due to greater accessibility to the modern method of cultivation.

NON-FARM INCOME

In India, majority of the farmers are held with marginal and smallholdings. Hence supplementary occupation is necessary for them to maintain standard of living. The table revealed that, on an average, marginal farmers earned an average amount of Rs 55000 per annum through non-farm activities. The small farmers derived Rs 29000 per annum and semi medium farmers Rs 38166.67 per annum on an average through non-farm activities. It showed that marginal farmers had greater amount of non-farm income than other category of farmers.

CONSUMPTION EXPENDITURE

Of the total income of the farmers, a considerable share is spent on consumption expenditure. It determines the borrowing behaviour of the farmers.

The details in the table-4 showed that on an average, the marginal farmers spent Rs. 10296.67 on family consumption while it accounted to be Rs. 15362.49 for small, Rs. 41570.65 for semi medium and Rs.63500 for medium farmers. It showed that medium farmers had incurred larger amount of consumption expenses.

FAMILY SAVING

Family saving determines the economic status of the farmers. The table showed that on an average, marginal farmers saved Rs. 6000 per annum. The savings of small farmers was found to be on an average of Rs.8729.17 while it accounted to be Rs.10286.76 per annum for semi medium farmers and Rs.15500 per annum for medium farmers. It revealed that medium farmers saved larger amount than other category of farmers.

4.1.3. DEMOGRAPHIC CHARACTERISTICS OF FARMER BORROWERS

The age of the farmer head, size of family and number of males and females in the family were taken as the demographic characteristics of the farmers.

TABLE-5

DEMOGRAPHIC CHARACTERISTICS OF FARMER BORROWER

	Demographic Characteristics
	Marginal
	Small
	Semi medium
	Medium

	Age
	
	
	
	

	30-45 (in number)
	2
	27
	22
	2

	Percentage*
	66.67
	55.10
	45.83
	100.00

	45-60 (in number)
	1
	22
	26
	-

	Percentage*
	33.33
	44.90
	54.17
	

	Total (in number)
	3
	49
	48
	2.00

	Percentage*
	100.00
	100.00
	100.00
	100.00

	Size Of Family
	
	
	
	

	1to 5 (in number)
	3
	46
	39
	-

	Percentage*
	100
	97.87
	81.25
	

	6 and Above (in number)
	-
	1
	9
	2

	Percentage*
	
	2.13
	18.75
	100.00

	Total (in number)
	3
	47
	48
	2

	Percentage*
	100.00
	100.00
	100.00
	100.00

	Sex
	
	
	
	

	No of Male (in number)
	8
	105
	121
	8

	Percentage*
	72.73
	54.69
	53.07
	61.54

	No of Female (in number)
	3
	87
	107
	5

	Percentage*
	27.27
	45.31
	46.93
	38.46

	Total (in number)
	11
	192
	228
	13

	Percentage*
	100.00
	100.00
	100.00
	100.00


        Source: Field survey

* Percentage to column total

AGE OF THE FARMER BORROWERS

It determines the borrowing attitude of the farmers towards financial institutions. Greater percentage number of farmers among marginal and small farmers was found to be in the working age group of 30-45 years
SIZE OF FAMILY

According to the 2001 population census of India, the family is considered as a small family if it contains 1-5 numbers and large family if it has 6 and above member of family member. The results of the study showed that greater percentage of families among all categories of farmers except medium farmers, were small with 1-5 members.

SEX

Greater percentage number of family members was found to be males. It accounted be 72.73 percent among marginal, 54.67 percent among small, 53.07 percent among semi medium farmers.

To conclude, greater percentage of farmers completed secondary education, belonged to nuclear family system and they were Hindus. Higher percentage of farm income was associated with medium farmers while greater percentage share of non-farm income was associated with marginal farmers. Medium farmers incurred greater percentage of consumption expenditure and had higher percentage of savings. Greater percentage number of farmers was in the working age group of 30-45 years and had small family size.

Similar observations were made in relation to education by Gomathi (2002) and Vanitha (2005). They found that higher percentage of the farmer borrowers had completed secondary education. 

4.1.4. CROPPING PATTERN

In the study area, banana, curry leaves and sugarcane were cultivated. They were found to be the major crops. The table-6 gives details on the farmer category wise distribution of area under cultivation.

TABLE-6

CROPPING PATTERN

                 






      (in hectares)

	Type of Crop
	Marginal
	Small
	Semi medium
	Medium

	 Banana
	0.52
	8.292
	6.328
	3.5

	 Percentage*
	72.22
	43.16
	30.34
	36.84

	 Curry Leaves
	0.2
	4.088
	4.668
	2

	 Percentage*
	27.78
	21.28
	22.38
	21.05

	 Sugarcane
	
	6.832
	9.86
	4

	 Percentage*
	
	35.56
	47.28
	42.11

	 Total
	0.72
	19.212
	20.856
	9.5

	 Percentage*
	100.00
	100.00
	100.00
	100.00


            Source: Field survey

* Percentage to column total 

 
In the cropping pattern of marginal farmers, banana dominated the other crops (72.22 percent). Among small farmers, the area under banana was found to be 43.16 percent followed by sugarcane (35.56 percent). In the cropping pattern of semi medium and medium farmers, the area under sugarcane was found to be greater (47.28 percent and 42.11 percent). The total area under cultivation of all categories of farmers revealed that banana and sugarcane were the major crops in the cropping pattern.
4.2. AVAILABILITY OF AGRICULTURAL CREDIT

Credit has been an important instrument of technological and social change during the last two or three decades. Almost every major programme aimed at poverty alleviation or growth of agriculture relied on availability of credit. Easy availability of credit some how became more important issue over time than quality of its end use, increase in resource productivity or quickness of resources [Anil k. Gupta (1992)]. Availability of credit to the farm households were discussed under the following heads.

4.2.1. Farmer category wise availability of crop loan and investment loan.

4.2.2. Crop wise availability of crop loan

4.2.3. Purpose wise availability of investment loan

4.2.1. FARMER CATEGORYWISE AVAILABILITY OF CROP LOAN AND INVESTMENT LOAN

Crop loan is a short-term loan meant for production purposes. It would be sanctioned for a period of one year for meeting expenses connected with raising a crop, and to be rapid out of the income from the crop raised. The availability of crop loan in the study area is shown in the table.

TABLE-7

FARMER CATEGORYWISE AVAILABILITY OF CROP LOAN AND INVESTMENT LOAN

	Farmer category
	Crop loan
	Investment loan

	
	Number of accounts
	Amount  (in Rs)
	Number of accounts
	Amount  (in Rs)

	 Marginal
	3
	23000
	
	

	 Percentage* 
	
	3.33
	
	

	 Small
	41
	519950
	6
	330000

	 Percentage* 
	
	23.7
	
	19.7

	 Semi-Medium
	36
	503372
	12
	1045000

	 Percentage* 
	
	72.97
	
	62.39

	 Medium
	
	
	2
	300000

	 Percentage* 
	
	
	
	17.91

	 Total
	80
	1046322
	18
	1675000

	 Percentage* 
	
	100.00
	
	100.00


          Source: Field survey

          * Percentage to column total

The table-7 showed that, of the total crop loan availed by the farmers, 72.97 percent of the crop loan was availed by the semi medium farmers followed by small farmers (23.7 percent) and marginal farmers (3.33 percent). The availability of crop loan revealed that the objective of fulfilling the credit needs of marginal and small farmers was not attained.

Of the total investment loan received by all category of farmers, greater percentage loan was availed by semi medium farmers who demanded money for land development, purchase of electric motor, installation of bore well and pump sets etc. None of the marginal 

farmers had availed the investment loan. The marginal farmers did not possess required documents and securities to avail investment loan.

The amount of total investment loan availed was comparatively larger than crop loan. It was due to the fact that the investment loan was a long period loan, which had greater scale of finance than crop loan.

4.2.2. CROP WISE AVAILABILITY OF CROP LOAN

Crop loan is a short period loan provided for crop rising. It is provided to meet the cultivation expenses. Crop wise distribution of crop loan is shown in the table.

TABLE-8

CROP WISE AVAILABILITY OF CROP LOAN

	Type of crop
	No of accounts
	Amount (in Rs)
	Percentage to column total

	Banana
	30
	536672
	51.29

	Curry leaves
	20
	115650
	11.05

	Sugarcane
	30
	394000
	37.66

	Total
	80
	1046322
	100.00


    Source: Field survey

In the study area, the crop loan was provided for banana, curry leaves and sugarcane. Among the above-mentioned crops, the number of accounts (30) and the amount (51 percent) were found to be greater for banana. Next to banana, the farmers were availed high amount of loan for sugarcane (38 percent). Banana and sugarcane were long period crops and also were highly remunerative crops. Hence, the farmers were availed greater amount of loan for the above crops.

4.2.3. PURPOSE WISE AVAILABILITY OF INVESTMENT LOAN

Investment loan is a long period loan availed for investment on farm capital assets and for development of land.

TABLE-9

PURPOSE WISE AVAILABILITY OF INVESTMENT LOAN

	Purpose
	No of Accounts
	Amount (in Rs)
	Percentage

	Land development
	11
	950000
	56.72

	Bore well, Electric motor, Pump set
	9
	725000
	43.28

	Total
	20
	1675000
	100.00


Source: Field survey


In the study area, the investment loan was availed for land development and for the installation of bore well, electric motor and pump set. It was found that 56.72 percent of the investment loan was availed for land development and 43.28 percent of loan was availed for installation of bore well, electric motor and pump set.

4.3 FACTORS DETERMINING BORROWING BEHAVIOUR OF FARMERS

The rural credit market was highly segmented and farm households borrowed credit from both formal and informal sources. The borrowing behavior of farmers was influenced by a set of factors such as size of land holding, cost of cultivation, and social factors such as age of the farmer, education, etc. [Selvaraj and Sundara Varadarajan, (1999)].

Factors determining borrowing behaviour of farmers were analysed under the following heads.

4.3.1. 
Relationship between age of the farmer and availability of credit
4.3.2. 
Relationship between education and availability of credit

4.3.3. 
Relationship between community and availability of credit

4.3.4. 
Relationship between types of family and availability of credit

4.3.5. 
Relationship between size of family and availability of credit 

4.3.6. 
Relationship between occupation and availability of credit

4.3.7. 
Relationship between income and availability of credit

4.3.8.
Relationship between household consumption expenditure and availability of 

credit

4.3.9. 
Relationship between savings and availability of credit

4.3.10. Relationship between seed expenses and crop loan borrowed

4.3.11. Relationship between wage expenses and crop loan borrowed

4.3.12. Relationship between expenses on fertilizer, pesticides and availability of crop 

loan

4.3.13. Relationship between total cost of production and crop loan borrowed

4.3.14. Relationship between Assets and distribution of investment loan

4.3.1. RELATIONSHIP BETWEEN AGE OF THE FARMER AND AVAILABILITY OF CREDIT:

Conservation and risk aversion are generally associated with old age, while young people are expected to have a greater tendency towards accepting an innovation. Age was expected as a determinant of borrowing.

The relationship between age and availability of credit was analyzed under the following heads.

· Relationship between age of the farmer and availability of crop loan

· Relationship between age of the farmer and availability of investment loan
4.3.1.1. RELATIONSHIP BETWEEN AGE OF THE FARMER AND AVAILABILITY OF CROP LOAN

The age group of the farmers in the study area was classified as the formers in the age group of 35 – 45 years and 45 – 60 years.

The availability of crop loan across different age groups is shown in table-10.

TABLE-10

RELATIONSHIP BETWEEN AGE OF THE FARMERS AND 

AVAILABILITY OF CROP LOAN

	Farmer category
	30-45
	45-60
	Total

	
	No of Accounts
	Amount 

(in Rs)
	No of Accounts
	Amount 

(in Rs)
	

	 Marginal
	2
	17000
	1
	6000
	23000

	 Percentage*
	
	73.91
	
	26.09
	100.00

	 Small
	23
	309250
	18
	210700
	519950

	 Percentage*
	
	59.48
	
	40.52
	100.00

	 Semi-Medium
	17
	250672
	19
	252700
	503372

	 Percentage*
	
	49.80
	
	50.20
	100.00

	 Medium
	-
	-
	-
	-
	

	 Percentage*
	-
	-
	-
	-
	

	 Total
	42
	576922
	38
	469400
	1046322

	 Percentage*
	
	55.14
	
	44.86
	100.00


Source: Field survey

* Percentage to row total amount

Among marginal farmers, who were in the age group of 30-45 years had availed 73.91 percent of crop loan. Among small farmers also, the farmers in the same working age group had obtained greater percentage of crop loan (59.48percent). It reveled that, these farmers had greater awareness about the credit scheme.

4.3.1.2. RELATIONSHIP BETWEEN AGE OF THE FARMER AND AVAILABILITY OF INVESTMENT LOAN

The amount of investment loan borrowed by the farmers in the age group of 30-45 and 45 – 60 was tabulated and given in the table-11.

TABLE-11

RELATIONSHIP BETWEEN AGE OF THE FARMERS AND AVAILABILITY

OF INVESTMENT LOAN

	Farmer category
	30-45
	45-60
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	-
	-
	-
	-
	

	 Percentage* 
	
	
	
	
	

	 Small
	2
	125000
	4
	205000
	330000

	 Percentage* 
	
	37.88
	
	62.12
	100.00

	 Semi-Medium
	5
	420000
	7
	625000
	1045000

	 Percentage* 
	
	40.19
	
	59.81
	100.00

	 Medium
	2
	300000
	-
	-
	

	 Percentage* 
	
	
	
	
	

	 Total
	9
	845000
	11
	830000
	1675000

	 Percentage* 
	
	50.45
	
	49.55
	100.00


Source: Field survey

* Percentage to row total amount

The relationship between availability of investment loan and age of the farmers showed that among small and semi medium farmers, more than 59 percent of the investment loan was availed by the farmers who were in the age group of 45-60 years. It was on account of greater number of farmers distributed in that age group.

4.3.2. RELATIONSHIP BETWEEN EDUCATION AND AVAILABILITY OF CREDIT.

Formal education enables an individual to become aware of the existence of rural banks, understand their operational modalities, appreciate the benefits (such as interest accruable, the safety of deposit etc.) and therefore a desire to use bank. Lack of education, on the other hand makes individuals ignorant and sceptical of rural banking (Aja Okorie 1992).

Hence an attempt was made to study the relationship between education and availability of credit under the following heads.

· Relationship between Education and availability of crop loan.

· Relationship between Education and availability of investment loan.

4.3.2.1. RELATIONSHIP BETWEEN EDUCATION AND AVAILABILITY OF CROP LOAN
Education of farmer borrowers was classified as primary, secondary, higher secondary and college education. The availability of crop loan was calculated pertaining to the farmers who had primary, secondary, higher secondary and college education are shown in table-12.

TABLE-12

RELATIONSHIP BETWEEN EDUCATION AND AVAILABILITY OF CROP LOAN

	Farmer category
	Primary
	Secondary
	High-Secondary
	College
	Total

	
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	

	 Marginal
	1
	10000
	2
	13000
	-
	-
	-
	-
	23000

	 Percentage* 
	
	43.48
	
	56.52
	-
	-
	-
	-
	100.00

	 Small
	2
	30000
	24
	296250
	12
	134700
	3
	59000
	519950

	 Percentage* 
	
	5.77
	
	56.98
	
	25.91
	
	11.35
	100.00

	 Semi-Medium
	7
	85272
	19
	298850
	10
	119250
	-
	-
	503372

	 Percentage*
	
	16.94
	
	59.37
	
	23.69
	-
	-
	100.00

	 Medium
	-
	-
	-
	-
	-
	-
	-
	-
	

	 Percentage*
	-
	-
	-
	-
	-
	-
	-
	-
	

	 Total
	10
	125272
	45
	608100
	22
	253950
	3
	59000.00
	1046322

	 Percentage*
	
	11.97
	
	58.12
	
	24.27
	
	5.64
	100.00


Source: Field survey

* Percentage to row total amount

Of the total crop loan availed by marginal farmers, who completed secondary education had obtained an amount of crop loan Rs.13000 (56.52 percent). It was found to be greater among the farmers who were in other different levels of education. Among all other category of farmers also, the same group of farmers, (those completed secondary education) had availed greater amount of crop loan. It ranged between Rs.296250 and 298850. It was on account of greater distribution of sample farmers in the secondary level of education.

4.3.2.2. RELATIONSHIP BETWEEN EDUCATION AND AVAILABILITY OF INVESTMENT LOAN

The availability of investment loan was calculated for the farmers who had primary, secondary, higher secondary and college education and given in table-13

TABLE -13

RELATIONSHIP BETWEEN EDUCATION AND AVAILABILITY OF INVESTMENT LOAN

	Farmer category
	Primary
	Secondary
	High-Secondary
	College
	Total

	
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	

	 Marginal
	-
	-
	-
	-
	-
	-
	-
	-
	

	 Percentage* 
	-
	-
	-
	-
	-
	-
	-
	-
	

	 Small
	1
	100000
	2
	75000
	3
	155000
	-
	-
	330000

	 Percentage* 
	
	30.30
	
	22.73
	
	46.97
	-
	-
	100.00

	 Semi-

 Medium
	-
	-
	5
	415000
	6
	480000
	1
	150000
	1045000

	 Percentage*
	-
	-
	
	39.71
	
	45.93
	
	14.35
	100.00

	 Medium
	-
	-
	1
	150000
	1
	150000
	-
	-
	300000

	 Percentage*
	-
	-
	
	50.00
	
	50.00
	-
	-
	100.00

	 Total
	1
	100000
	8
	640000
	10
	785000
	1
	150000
	1675000

	 Percentage*
	
	5.97
	
	38.21
	
	46.87
	
	8.96
	100.00


Source: Field survey

* Percentage to row total amount

The distribution of investment loan across different levels of education showed that the farmers who completed higher secondary education in small farmer category had availed Rs.155000. The same group of farmers among semi medium farmers had obtained Rs.480000. Among medium farmers, the same group borrowed Rs.150000. The above amount borrowed by the farmers was maximum than the farmers in other levels of education.

4.3.3. RELATIONSHIP BETWEEN COMMUNITY AND AVAILABILITY OF CREDIT

In the study area, the farmers belonged to three communities such as Vellala gounder, Vokkaliga, and Harijans. The availability of credit across the above communities was analysed as under.

· Relationship between Community and availability of crop loan

· Relationship between Community and Availability of Investment loan

4.3.3.1. RELATIONSHIP BETWEEN COMMUNITY AND AVAILABILITY OF CROP LOAN

The availability of crop loan may vary according to the community. The following table shows the relationship between community and availability of crop loan. 

TABLE-14

RELATIONSHIP BETWEEN COMMUNITY AND 

AVAILABILITY OF CROP LOAN
	Farmer category
	Vellala gounder
	Vokkaliga
	Harijans
	Total

	
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	

	Marginal
	
	
	1
	7000
	2
	16000
	23000

	Percentage*
	
	
	
	30.43
	
	69.57
	100

	Small
	8
	93500
	32
	410450
	1
	16000
	519950

	Percentage*
	
	17.98
	
	78.94
	
	3.08
	100

	Semi-Medium
	8
	110000
	28
	393372
	-
	-
	503372

	Percentage*
	
	21.85
	
	78.15
	-
	-
	100.00

	Medium
	-
	-
	
	
	-
	-
	-

	Percentage*
	
	
	-
	-
	-
	-
	-

	Total
	16
	203500
	61
	810822
	3
	32000
	1046322

	Percentage*
	
	19.45
	
	77.49
	
	3.06
	100


  Source: Field survey

 * Percentage to row total amount

Of the total crop loan availed by marginal farmers, greater percentage (69.57 percent) of crop loan was obtained by the farmers who were harijans. But among small, semi medium and medium farmers, the farmers belonged to vokkaliga community had obtained greater percentage of crop loan.     

It was due to the fact that, majority of farmers in the marginal farmer category were harijans while among all other farmer categories, majority of them belonged to vokkaliga community.

4.3.3.2. RELATIONSHIP BETWEEN COMMUNITY AND AVAILABILITY OF INVESTMENT LOAN
The availability of investment loan is also varied with community of the farmers. Hence the availability of investment loan according to different community was analysed and given in the table-15.

TABLE-15
RELATIONSHIP BETWEEN COMMUNITY AND 

AVAILABILITY OF INVESTMENT LOAN
	Farmer Category
	Vellalagounder
	Vokkaliga
	Harijans
	Total

	
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	No of Accounts
	Amount (in Rs)
	

	Marginal
	-
	-
	-
	-
	-
	-
	-

	Percentage*
	-
	-
	-
	-
	-
	-
	-

	Small
	-
	-
	5
	300000
	1
	30000
	330000

	Percentage*
	-
	-
	
	50
	
	50
	100.00

	Semi-Medium
	4
	405000
	8
	640000
	-
	-
	1045000

	Percentage*
	
	38.76
	
	61.24
	
	-
	100.00

	Medium
	-
	-
	2
	300000
	-
	-
	300000

	Percentage*
	
	
	
	100
	
	
	100.00

	Total
	4
	405000
	15
	1240000
	1
	30000
	1675000

	Percentage*
	
	24.18
	
	74.03
	
	1.79
	100.00


  Source: Field survey

 * Percentage to row total amount

The table-15 showed that of the total investment loan availed by small farmers, the farmers belonged to vokkaliga community borrowed 50 percent of the loan. Among semi medium and medium farmers also, the farmers belonged to same community borrowed larger amount (more than 74 percent) than the farmers belonged to other communities. It was on account of that, majority of the farmers were belonged to that community.

4.3.4. RELATIONSHIP BETWEEN TYPE OF FAMILY AVAILABILITY OF CREDIT.

Availability of credit may vary according to family type of the borrowers. The type of family pertaining to the borrowers was classified as nuclear family system and joint family system.  The relationship between availability of credit and type of family was analysed under the following heads.

· Relationship between types of family and availability of crop loan.

· Relationship between types of family and availability of investment loan

4.3.4.1. RELATIONSHIP BETWEEN TYPES OF FAMILY AND AVAILABILITY OF CROP LOAN
The relationship between type of family and availability of crop loan is shown in the table-16.

TABLE -16

RELATIONSHIP BETWEEN TYPE OF FAMILY AND 

AVAILABILITY OF CROP LOAN

	Farmer Category
	Joint
	Nuclear
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	1
	7000
	2
	16000
	23000

	 Percentage*
	
	30.43
	
	69.57
	100.00

	 Small
	15
	175750
	26
	344200
	519950

	 Percentage*
	
	33.80
	
	66.20
	100.00

	 Semi-Medium
	16
	230500
	20
	272872
	503372

	 Percentage*
	
	45.79
	
	54.21
	100.00

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Total
	32
	413250
	48
	633072
	1046322

	 Percentage*
	
	39.50
	
	60.50
	100.00


Source: Field survey

* Percentage to row total amount

Among all categories of farmers, more than 54 percent of the crop loan was availed by the farmers who had nuclear family system. It was found to be greater percentage share than for the farmers who were in the joint family system. It was because of greater number of farmers in the sample had nuclear family system.

4.3.4.2. RELATIONSHIP BETWEEN TYPES OF FAMILY AND AVAILABILITY OF INVESTMENT LOAN
The availability of investment loan was calculated for those farmers who had nuclear and joint family system and given in table-17.

TABLE-17

RELATIONSHIP BETWEEN TYPES OF FAMILY AND AVAILABILITY OF 

INVESTMENT LOAN

	Farmer Category
	Joint
	Nuclear
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Small
	1
	25000
	5
	305000
	330000

	 Percentage*
	
	7.58
	
	92.42
	100.00

	 Semi-Medium
	5
	470000
	7
	575000
	1045000

	 Percentage*
	
	44.98
	
	55.02
	100.00

	 Medium
	2
	300000
	-
	-
	300000

	 Percentage*
	
	100.00
	-
	-
	100.00

	 Total
	8
	795000
	12
	880000
	1675000

	 Percentage*
	
	47.46
	
	52.54
	100.00


          Source: Field survey

          * Percentage to row total amount

The table-17 reveled that among small and semi medium farmers, more than 55 percent of the investment loan was availed by the farmers who had nuclear family system. Among medium farmers, all 100 percent of the investment loan was availed by the farmers who had joint family system.

4.3.5. RELATIONSHIP BETWEEN SIZE OF FAMILY AND AVAILABILITY OF CREDIT:

Size of family might influence the demand for credit. The demand for credit determines the availability of credit. The size of family might influence the demand for credit in two ways. First larger the size of family, larger would be the consumption expenditure and 

it would go with higher demand for credit either to meet short fall in the family budget, that is for consumption perse or for investment in efforts to increase income of the family that is for the productive credit. Second larger the family, more might be the number of earners that might generate enough self finance for productive investment after meeting consumption needs and less might be the demand for credit. Hence an attempt was made to analyse the relationship between availability of credit and size of family under the following heads.

· Relationship between size of the family and availability of crop loan 

· Relationship between size of the family and availability of investment loan 

4.3.5.1. RELATIONSHIP BETWEEN SIZE OF THE FAMILY AND AVAILABILITY OF CROP LOAN 

The farmers were classified in to two groups. One group consisted of farmers who belonged to small family size with 1-5 members and another group with more than 5 members. The availability of crop loan was estimated for the above groups of farmers and given in the table-18.
TABLE –18

RELATIONSHIP BETWEEN SIZE OF THE FAMILY AND AVAILABILITY OF CROP LOAN

	Farmer category
	Farmers with small

 family size
	Farmers with large

 family size
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	3
	23000
	-
	-
	23000

	 Percentage*
	
	100.00
	-
	-
	100.00

	 Small
	40
	501950
	1
	18000
	519950

	 Percentage*
	
	96.54
	
	3.46
	100.00

	 Semi-Medium
	30
	407372
	6
	96000
	503372

	 Percentage*
	
	80.93
	
	19.07
	100.00

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Total
	73
	932322
	7
	114000
	1046322


     Source: Field survey

     * Percentage to row total amount

Since the number of farmers belonged to small family size was greater, more than 80 percent of crop loan was availed by them in all categories of farmers except medium farmers. The farmers belonged to large family size had availed less than 20 percent of crop loan.

4.3.5.2. RELATIONSHIP BETWEEN SIZE OF THE FAMILY AND AVAILABILITY OF INVESTMENT LOAN 
When the family size is greater, the general expectation is to earn more income but to have small size of land holding. Hence, they have to avail less amount of investment loan. The details on the availability of investment loan across different family size are shown in table-19.

TABLE- 19

RELATIONSHIP BETWEEN SIZE OF THE FAMILY AND 

 AVAILABILITY OF INVESTMENT LOAN 

	Farmer category
	Farmers with

 small family size
	Farmers with 

large family size
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Small
	6
	330000
	-
	-
	330000

	 Percentage*
	
	100.00
	-
	-
	100.00

	 Semi-Medium
	9
	750000
	3
	295000
	1045000

	 Percentage*
	
	71.77
	
	28.23
	100.00

	 Medium
	-
	-
	2
	300000
	300000

	 Percentage*
	-
	-
	-
	100.00
	100.00

	 Total
	15
	1080000
	5
	595000
	1675000

	 Percentage*
	
	64.48
	
	35.52
	100.00


     Source: Field survey

     * Percentage to row total amount

The table-19 showed that among small farmers, 100 percent of the investment loan was availed by those farmers who had small family size. Among semi medium farmers, 71.77 percent of the investment loan was availed by the farmers who had small family size.

Majority of the farmers preferred only small family size in the above categories. Hence the availability of investment loan was higher for the farmers who had small family size. But among the medium farmers, all 100 percent of the investment loan was availed by those farmers who had big family size.

4.3.6. RELATIONSHIP BETWEEN OCCUPATION AND AVAILABILITY OF CREDIT:

People tend to associate bank use with occupation (Aja Okorie – 1992). Some of the sample households had agricultural occupation alone. Some other sample households were involved in both agricultural and non- agricultural occupations. Hence an attempt was made 

to analyse the relationship between occupation and amount of borrowing under the following heads.

· Relationship between occupation and availability of crop loan

· Relationship between occupation and availability of investment loan

4.3.6.1. RELATIONSHIP BETWEEN OCCUPATION AND AVAILABILITY OF CROP LOAN
The availability of crop loan was estimated for the households who had agricultural occupation alone and also for the households who had both agricultural and non- agricultural occupations.

TABLE-20
RELATIONSHIP BETWEEN OCCUPATION AND 

AVAILABILITY OF CROP LOAN

	Farmer category
	Agriculture occupation

group
	Agriculture and non agriculture occupation group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	2
	16000
	1
	7000
	23000

	 Percentage*
	
	69.57
	
	30.43
	100.00

	 Small
	32
	416700
	9
	103250
	519950

	 Percentage*
	
	80.14
	
	19.86
	100.00

	 Semi-Medium
	27
	393600
	9
	109772
	503372

	 Percentage*
	
	78.19
	
	21.81
	100.00

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Total
	61
	826300
	19
	220022
	1046322

	 Percentage*
	
	78.97
	
	21.03
	100.00


     Source: Field survey

     * Percentage to row total amount

Occupational wise distribution of crop loan showed that, among all categories of crop loan borrower farmers, those who were involved in agricultural activity alone had borrowed greater amount of crop loan. Of the total amount borrowed by marginal farmers, the farmers who had occupation as agriculture alone had availed 69.57 percent of crop loan. Among 

small farmers, it was found to be 80.14 percent, among semi medium farmers the same group of farmers had obtained 78.19 percent of crop loan. It was due to that, high number of members in co-operative banks was involved in agricultural activity alone.
4.3.6.2. RELATIONSHIP BETWEEN OCCUPATION AND AVAILABILITY OF INVESTMENT LOAN
The availability of investment loan was calculated for those farmers who had occupation as agriculture alone and for those farmers who had both agriculture and non- agriculture occupations.

TABLE-21

RELATIONSHIP BETWEEN OCCUPATION AND AVAILABILITY OF 

INVESTMENT LOAN

	Farmer category
	Agriculture occupation

group
	Agriculture and non agriculture occupation group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	-
	-
	-
	-
	-

	 Percentage* 
	-
	-
	-
	-
	-

	 Small
	5
	270000
	1
	60000
	330000

	 Percentage* 
	
	81.82
	
	18.18
	100.00

	 Semi-Medium
	9
	895000
	3
	150000
	1045000

	 Percentage* 
	
	85.65
	
	14.35
	100.00

	 Medium
	2
	300000
	-
	-
	300000

	 Percentage* 
	
	100.00
	
	
	100.00

	 Total
	16
	1465000
	4
	210000
	1675000

	 Percentage* 
	
	87.46
	
	12.54
	100.00


     Source: Field survey

   * Percentage to row total amount

The table-21 reveled that, none of the marginal farmers had availed investment loan. Among small farmers, the farmers who had occupation as agriculture alone obtained 81.82 percent of investment loan. Among semi medium farmers, the same was found to be 85.65 percent, while among medium farmers, they had availed 100 percent. The above percentage share of investment loan was comparatively higher than investment loan availed by the 

farmers who had both farming and non-farming occupations. It was on account of higher number of farmer members of land development banks had agricultural occupation alone.

4.3.7. RELATIONSHIP BETWEEN INCOME AND AVAILABILITY OF CREDIT

The income of farmers revealed the financial position of the farmers. The income of the farmers depends on the cropping pattern. If the cropping pattern includes more number of commercial crops, the income of the farmer will be more and vis versa. The availability of credit depends on the demand for credit, which depends on the level of income.

Hence an attempt was made to analyse the relationship between availability of credit and level of income under the following heads.

· Relationship between income and availability of crop loan.

· Relationship between income and availability of investment loan.

4.3.7.1. RELATIONSHIP BETWEEN INCOME AND AVAILABILITY OF CROP LOAN

The farmers were classified in two groups such as, one group of farmers who had above average level of income and another group who had below average level of income. The availability of crop loan for the above two groups of farmers are shown in table-22.

TABLE - 22

RELATIONSHIP BETWEEN INCOME AND AVAILABILITY OF CROP LOAN
	Farmer category
	Income below average farmer group
	Income above average farmer group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	3
	23000
	-
	-
	23000

	 Percentage*
	
	100.00
	-
	-
	100.00

	 Small
	30
	344450
	11
	175500
	519950

	 Percentage*
	
	66.25
	
	33.75
	100.00

	 Semi-Medium
	10
	127000
	26
	376372
	503372

	 Percentage*
	
	25.23
	
	74.77
	100.00

	 Medium
	-
	-
	-
	-
	

	 Percentage*
	-
	-
	-
	-
	

	 Total
	43
	494450
	37
	551872
	1046322

	 Percentage*
	
	47.26
	
	52.74
	100.00


    Source: Field survey

    * Percentage to row total amount

The table-22 showed that of the total crop loan availed by marginal farmers, the farmers who had below average level of income had obtained all 100 percent of loan. Among small farmers, the same group of farmers availed 66.25 percent of crop loan. The above shares were found to be greater than the loan availed by the farmers belonged to high-income group. But among semi medium farmers, who had income above average level had obtained greater percent of crop loan (74.77 percent).

4.3.7.2. RELATIONSHIP BETWEEN INCOME AND AVAILABILITY OF INVESTMENT LOAN

The availability of investment loan for farmers who had above average level of income and below average level of income was calculated and given in table-23.

TABLE - 23

RELATIONSHIP BETWEEN INCOME AND AVAILABILITY OF 

INVESTMENT LOAN

	Farmer category
	Income below average farmer group
	Income above average farmer group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Small
	3
	140000
	3
	190000
	330000

	 Percentage*
	
	42.42
	
	57.58
	100.00

	 Semi-Medium
	2
	75000
	10
	970000
	1045000

	 Percentage*
	
	7.18
	
	92.82
	100.00

	 Medium
	-
	-
	2
	300000
	300000

	 Percentage*
	-
	-
	
	100.00
	100.00

	 Total
	5
	215000
	15
	1460000
	1675000

	 Percentage*
	
	12.84
	
	87.16
	100.00


Source: Field survey

* Percentage to row total amount

The table-23 showed that of total investment loan availed by each category of farmers, the farmers who had above average level of income had borrowed in between 57.58 percent and 100 percent of amount. The investment loan was provided based on their financial position and the property. Hence the farmers who had above average level of income had availed greater percentage share of investment loan.

4.3.8. RELATIONSHIP BETWEEN HOUSEHOLD CONSUMPTION EXPENDITURE AND AVAILABILITY OF CREDIT

The family consumption of the farmer borrower influences the borrowing behaviour of the farmers. Relationship between household consumption expenditure and availability of credit was analysed as under. 
4.3.8.1. RELATIONSHIP BETWEEN HOUSEHOLD CONSUMPTION EXPENDITURE AND AVAILABILITY OF CROP LOAN

 In the study, the availability of crop loan was calculated for those farmers who had below average level of consumption expenses and for those who had above average level of consumption. The availability of crop loan across different levels of consumption expenditure is given in the table-24.
TABLE -24

RELATIONSHIP BETWEEN HOUSEHOLD CONSUMPTION EXPENDITURE AND AVAILABILITY OF CROP LOAN

	Farmer Category
	Below average Consumption expenditure group
	Above average Consumption expenditure group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	2
	16000
	1
	7000
	23000

	 Percentage*
	
	69.57
	
	30.43
	100.00

	 Small
	28
	345700
	3
	174250
	519950

	 Percentage*
	
	66.49
	
	33.51
	100.00

	 Semi-Medium
	11
	146350
	25
	357022
	503372

	 Percentage*
	
	29.07
	
	70.93
	100.00

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Total
	41
	508050
	29
	538272
	1046322

	 Percentage*
	
	48.56
	
	51.44
	100.00


Source: Field survey

* Percentage to row total amount

The table-24 showed that among marginal and small farmers, those farmers who had below average level of consumption expenditure borrowed more than 66 percent of the crop loan. But among semi medium farmers who had above average level of consumption expenses had borrowed greater amount of crop loan [70.93 percent]. It revealed that there was positive relationship between the consumption expenses and amount of crop loan borrowed among semi medium farmers.

4.3.8.2. RELATIONSHIP BETWEEN HOUSEHOLD CONSUMPTION EXPENDITURE AND AVAILABILITY OF INVESTMENT LOAN

To analyse the relationship between consumption expenses and investment loan borrowed, the farmers were classified in to two groups, those who had above average level of consumption expenses and those who had below average level of consumption expenses. The investment loan borrowed by the above two groups of farmers are shown in table-25. 

TABLE - 25

RELATIONSHIP BETWEEN HOUSEHOLD CONSUMPTION EXPENDITURE AND AVAILABILITY OF INVESTMENT LOAN

	Farmer Category
	Below average Consumption expenditure group
	Above average Consumption expenditure group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Small
	5
	230000
	1
	100000
	330000

	 Percentage*
	
	69.70
	
	30.30
	100.00

	 Semi-Medium
	7
	545000
	5
	500000
	1045000

	 Percentage*
	
	52.15
	
	47.85
	100.00

	 Medium
	-
	-
	2
	300000
	300000

	 Percentage*
	-
	-
	
	100.00
	100.00

	 Total
	12
	775000
	8
	900000
	1675000

	 Percentage*
	
	46.27
	
	53.73
	100.00


Source: Field survey

           * Percentage to row total amount

Table-25 showed that among small farmers, who had below average level of consumption expenses borrowed 69.70 percent of investment loan. The same group of farmers, among semi medium farmers borrowed 52.15 percent. But among medium farmers, those who had above average level of consumption expenditure borrowed all 100 percent of the investment loan. It revealed that among small and semi medium farmers, there was negative relationship between amount of consumption expenses and investment loan borrowed. While among medium farmers, there was positive relationship between consumption expenses and amount of investment loan borrowed.

4.3.9. RELATIONSHIP BETWEEN SAVINGS AND AVAILABILITY OF CREDIT

Savings is an important determinant of borrowing behavior of farmers. The farmers those who had greater amount of savings are able to borrow greater amount and vise versa. Hence, an attempt was made to test the above hypothesis in the study area under the following heads.

1. Relationship between savings and crop loan availed.

2. Relationship between savings and investment loan availed.

4.3.9.1. RELATIONSHIP BETWEEN SAVINGS AND CROP LOAN AVAILED

The borrowing of crop loan to meet short-term expenses such as expenses on seeds, labour, fertilizers etc. may vary according to the amount of savings. The farmers were grouped into those farmers who had below and above average level of savings. The availability of crop loan for the farmers who had above average level of savings and for the farmers who had below average level of savings were estimated and given below table-26. 

TABLE - 26

RELATIONSHIP BETWEEN SAVINGS AND CROP LOAN AVAILED

	Farmer category
	Savings below average group
	Savings above average group
	Total

	
	No of Accounts
	Amount
(in Rs)
	No of Accounts
	Amount
(in Rs)
	

	 Marginal
	2
	16000
	1
	7000
	23000

	 Percentage*
	
	69.57
	
	30.43
	100.00

	 Small
	18
	211600
	23
	308350
	519950

	 Percentage*
	
	40.70
	
	59.30
	100.00

	 Semi-Medium
	12
	171000
	24
	332372
	503372

	 Percentage*
	
	33.97
	
	66.03
	100.00

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Total
	32
	398600
	48
	647722
	1046322

	 Percentage*
	
	38.10
	
	61.90
	100.00


 Source: Field survey

             * Percentage to row total amount

The table-26 showed that of the total crop loan availed by marginal farmers, 69.57 percent of the crop loan was availed by the farmers who had savings below average level. But among small and semi medium farmers, the farmers who had above average level of savings had borrowed greater amount of crop loan.

4.3.9.2. RELATIONSHIP BETWEEN SAVINGS AND INVESTMENT LOAN AVAILED

The relationship between savings and amount of investment loan borrowed was analysed. The amount of investment loan borrowed by the farmers who had above average level of savings and below average level of savings is tabulated and shown in table-27

TABLE –27

RELATIONSHIP BETWEEN SAVINGS AND INVESTMENT LOAN AVAILED

	Farmer category
	Savings below average group
	Savings above average group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Small
	4
	165000
	2
	165000
	330000

	 Percentage*
	
	50.00
	
	50.00
	100.00

	 Semi-Medium
	6
	470000
	6
	575000
	1045000

	 Percentage*
	
	44.98
	
	55.02
	100.00

	 Medium
	-
	-
	2
	300000
	300000

	 Percentage*
	-
	-
	-
	100.00
	100.00

	 Total
	10
	635000
	10
	1040000
	1675000

	 Percentage*
	
	37.91
	
	62.09
	100.00


   Source: Field survey

   * Percentage to row total amount

The table-27 reveled that the farmers who had above average level of savings had borrowed 50 to 100 percent of investment loan among small, semi medium and medium farmers. The above group of farmers had frequent contact with banks and the banks also strongly believed them to provide loan.

4.3.10. RELATIONSHIP BETWEEN SEEDS EXPENSES AND CROP LOAN BORROEWD

Expenses on seeds depend on the cropping pattern. The decision of the farmers on cropping pattern depends on the availability of own fund and credit. The crop loan is given only to cover the variable expenses. Hence the relationship was analysed between expenses on seeds and crop loan only and not with the investment loan.

TABLE -28

RELATIONSHIP BETWEEN SEEDS EXPENSES AND CROP LOAN BORROEWD

	Farmer Category
	Seed expenses below average group
	Seed expenses above average group
	Total

	
	No of Accounts
	Amount 

(in Rs)
	No of Accounts
	Amount (in Rs)
	

	 Marginal
	3
	23000
	-
	-
	23000

	 Percentage*
	
	100.00
	-
	-
	100.00

	 Small
	25
	337500
	16
	182450
	519950

	 Percentage*
	
	64.91
	
	35.09
	100.00

	 Semi-Medium
	20
	295922
	16
	207450
	503372

	 Percentage*
	
	58.79
	
	41.21
	100.00

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Total
	48
	656422
	32
	389900
	1046322

	 Percentage*
	
	62.74
	
	37.26
	100.00


     Source: Field survey

     * Percentage to row total amount

The marginal farmers, who had incurred below average level of seeds expenses, borrowed all 100 percent of the crop loan. Among, small and semi medium farmers, the farmers who had below average level of seeds expenses borrowed more than 58 percent of the crop loan. The percentage amount of crop loan borrowed by those farmers who had above average level of seeds expenses was less than fifty percent. It showed that the farmers with lower level of expenses on seeds borrowed greater amount of crop loan. There was a negative relationship between crop loan borrowed and seeds expenses.

4.3.12. RELATIONSHIP BETWEEN CROP LOAN AND WAGE EXPENSES.

The purpose of crop loan is to meet the cultivation expanses. The cultivation expanses of the farmers include wages for labourers. Hence an attempt was made to analyse the relationship between the crop loan borrowed and wage expenses.

In the study, the sample farmers were classified in to two groups who had below average and above average level of wage expenses. The availability of the crop loan for the above mentioned groups was calculated and shown in table-29. 

TABLE –29

RELATIONSHIP BETWEEN WAGE EXPENSES AND CROP LOAN BORROWED

	Farmer Category
	Wages expenses below average group
	Wages expenses above average group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	3
	23000
	-
	-
	23000

	 Percentage*
	
	100
	
	
	100

	 Small
	29
	348250
	12
	171700
	519950

	 Percentage*
	
	66.977594
	
	33.022406
	100

	 Semi-Medium
	20
	261422
	16
	241950
	503372

	 Percentage*
	
	51.93
	
	48.07
	100

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	
	
	
	
	-

	 Total
	52
	632672
	28
	413650
	1046322

	 Percentage*
	
	60.47
	
	39.53
	100


Source: Field survey

* Percentage to row total amount

The table-29 showed that of the total amount of crop loan availed by marginal farmers, all 100 percent of the loan was availed by those who had below average level of wage expenses. Similarly among small farmers, the farmers who had below average level of wage expanses borrowed 66.98 percent of crop loan. Among semi medium farmers, the percentage crop loan accounted to be 51.93 percent for the above-mentioned group.

It reveled that the farmers who had below average level of wage expanses borrowed more than half of the crop loan. It showed that there was negative relationship between wage expanses and availability of crop loan. It was on account of greater number of farmers had below average wage expenses.

4.3.12. RELATIONSHIP BETWEEN EXPENSES ON FERTILIZERS, PESTICIDES AND AVAILABILITY OF CROP LOAN
Expenses on fertilizers and pesticides are one of the major components of variable farm expenses. The expenses on the above item are varying between crops. The irrigational intensive and long period crops usually need huge expenses on the above item. The scale of finance for crop loan fixed by the financial institution is based on the above need. Hence it was analysed the relationship between expenses on fertilizers, pesticides and crop loan borrowed.

The farmers were classified in to two groups such as those farmers who had above average level of expenses on fertilizers and pesticides and those who had below average level of expenses. The crop loan borrowed was estimated for the above mentioned groups and given in table-30

TABLE - 30

RELATIONSHIP BETWEEN EXPENSES ON FERTILIZERS, PESTICIDES AND AVAILABILITY OF CROP LOAN

	Farmer Category
	Crop loan borrowed by below average group
	Crop loan borrowed by above average group
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	3
	23000
	-
	-
	23000

	 Percentage*
	
	100.00
	-
	-
	100.00

	 Small
	23
	299500
	18
	220450
	519950

	 Percentage*
	
	57.60
	
	42.40
	100.00

	 Semi-Medium
	20
	284922
	16
	218450
	503372

	 Percentage*
	
	56.60
	
	43.40
	100.00

	 Medium
	-
	-
	-
	-
	

	 Percentage*
	-
	-
	-
	-
	

	 Total
	46
	607422
	34
	438900
	1046322

	 Percentage*
	
	58.05
	
	41.95
	100.00


          Source: Field survey
          * Percentage to row total amount.

The table-30 showed that among all categories of farmers, those farmers who had below average level of expenses on fertilizer and pesticides borrowed more than 56 percent of the crop loan. It was due to the fact that, the above group of farmers did not have adequate own capital to invest on cultivation. The other group of farmers among all farmers’ categories borrowed less than 44 per cent of the crop loan.

4.3.13. RELATIONSHIP BETWEEN TOTAL COST OF PRODUCTION AND CROP LOAN BORROWED
The scale of finance for each crop is fixed by the financial institution based on cost of cultivation. The crops such as banana, turmeric etc. involved greater cost of production. Hence the scale of finance fixed for the above crops was also found to be greater. Thus, the crop loan borrowed varied along with the cost of cultivation.

In the study, the farmers were classified into two groups, such as those farmers who had above average level of cost of cultivation and who had below average level of cost of cultivation. The availability of crop loan was calculated for the above two groups and given in table-31.

TABLE - 31

RELATIONSHIP BETWEEN TOTAL COST OF PRODUCTION 

AND CROP LOAN BORROWED

	Farmer Category
	Expenditure below average
	Expenditure above average
	Total

	
	No of Accounts
	Amount

(in Rs)
	No of Accounts
	Amount

(in Rs)
	

	 Marginal
	3
	23000
	-
	-
	23000

	 Percentage*
	
	100.00
	-
	-
	

	 Small
	26
	440250
	15
	79700
	519950

	 Percentage*
	
	84.67
	
	15.33
	100.00

	 Semi-Medium
	19
	330172
	17
	173200
	503372

	 Percentage*
	
	65.59
	
	34.41
	100.00

	 Medium
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Total
	48
	793422
	32
	252900
	1046322

	 Percentage*
	
	75.83
	
	24.17
	100.00


         Source: Field survey

        * Percentage to row total amount 

The crop loan borrowed was found to be greater for those farmers who had below average level of cost of cultivation. It accounted to be 100 per cent for marginal farmers, 84.67 per cent for small farmers and 65.59 percent for semi medium farmers. It was on account of that greater number of farmers had below average level of cost of cultivation. While the farmers who had above average level of cost of production borrowed less amount of crop loan (less than 35 percent). It was due to less number of farmers were in that group. 

4.3.14. RELATIONSHIP BETWEEN ASSET AND DISTRIBUTION OF INVESTMENT LOAN

Farm asset of the farmers determines the borrowing behavior of farmers. The relationship between the amount of investment loan borrowed and asset holding was 

expected to be positive. The table-32 shows the distribution of investment loan across various asset levels.

TABLE - 32

RELATIONSHIP BETWEEN ASSET AND DISTRIBUTION OF 

INVESTMENT LOAN

	Farmer category
	Asset below average group
	Asset above average group
	Total

	
	No of Accounts
	Amount
(in Rs)
	No of
Accounts
	Amount
(in Rs)
	

	 Marginal
	-
	-
	-
	-
	-

	 Percentage*
	-
	-
	-
	-
	-

	 Small
	6
	330000
	
	
	330000

	 Percentage*
	
	100
	
	
	100

	 Semi-Medium
	7
	470000
	5
	575000
	1045000

	 Percentage*
	
	44.98
	
	55.02
	100

	 Medium
	
	
	2
	300000
	300000

	 Percentage*
	
	
	
	100
	100

	 Total
	13
	800000
	7
	875000
	1675000

	 Percentage*
	
	47.76
	
	53.24
	100


Source: Field survey

            * Percentage to row total amount 

The table-32 showed that marginal farmers did not avail investment loan. Of the total investment loan availed by small farmers, 100 percent investment loan was availed by those farmers who had below average level of farm assets. Among semi medium farmers, the farmers who had above average level of assets, borrowed greater percentage investment loan [55.02 percent]. Of the total investment loan availed by medium farmers, all 100 percent of the loan was borrowed by those farmers who had above average level of assets.

It showed that the expected positive relationship between investment loan borrowed and asset holding was proved among semi medium and medium farmers.

4.4. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS – DISCRIMINANT ANALYSIS

Among the selected farmer borrowers, 80 percent of the farmers borrowed crop loan. The borrowing behaviour of farmers in relation to crop loan may be different from the borrowing behaviour of investment loan. Hence, the borrowing behaviour of the farmers was analysed under the following heads.

4.4.1. 
Determinants of borrowing behaviour of farmers - Crop loan

4.4.2. 
Determinants of borrowing behaviour of farmers - Investment loan

4.4.3. 
Determinants of borrowing behaviour of farmers - Crop loan and Investment 

loan

4.4.1. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS – CROP LOAN
To identify the socio economic factors, which discriminated the crop loan borrowers in to those who borrowed crop loan above average level and those who borrowed below average level, discriminant analysis was carried out. Out of 80 borrowers of crop loan from co-operative banks, 34 farmers were identified to be the borrowers of above average level and 46 borrowed below average level.

It was assumed that certain socio economic factors were associated with the crop loan borrowing behaviour of farmers. Those factors were community, family size, age, education, type of family, consumption expenditure, savings, farm income, seeds expenses, wages, fertilizer expenses, size of land and cropping pattern which were put in to the discriminant analysis.

The first step in the discriminant analysis was the estimation of the mean and standard deviation of the variables, which were included in the discriminant analysis, are shown in table-33. 

TABLE - 33

MEAN AND STANDARD DEVIATION OF SELECTED VARIABLES

	Factors
	Large borrowers
	Small borrowers

	
	Mean
	Standard

Deviation
	Mean
	Standard

Deviation

	 Community
	4.382352941
	0.853325256
	4.304347826
	1.029985226

	 Family Size
	4.588235294
	1.018544626
	4.173913043
	0.851256531

	 Age
	44.20588235
	7.163795387
	43.97826087
	6.444598532

	 Education
	2.176470588
	0.796605991
	2.304347826
	0.627855794

	 Type of Family
	1.441176471
	0.503994737
	1.369565217
	0.488020749

	 Consumption Expenditure
	12552.94118
	4265.416623
	10305.43478
	3841.689852

	 Savings
	6919.117647
	4822.893868
	7228.26087
	4664.531085

	 Farm Income
	102088.2353
	27715.40174
	88869.56522
	23398.58371

	 Seeds expenses
	3045.294118
	879.0585711
	3625.608696
	2302.216743

	 Wage expenses
	5597.058824
	1900.874646
	4930.434783
	2956.433254

	 Fertilizer expenses
	6389.705882
	2457.850114
	6033.695652
	3888.57378

	 Size of Land
	0.618352941
	0.176374581
	0.429652174
	0.132851332

	 Cropping Pattern
	2.647058824
	0.48507125
	1.739130435
	0.743409043


The table-33 showed that greater number of borrowers in the large borrowers group belonged to vokkaliga community, they had greater average family size, age, consumption expenses, farm income, wage expenses, expenses on fertilizer and size of land. Many of the farmers in the large borrowers group belonged to joint family system and had greater area under cultivation.

Initially to test the mean difference between the selected groups, Wilk’s Lambda [U statistics] and its equivalent univariate F-test [one way analysis] was calculated. The value of Wilk’s Lambda and the ‘F’ ratio for the selected variables are shown in table 34.

TABLE - 34

WILK'S LAMDA (U - STATISTICS) OF THE SELECTED VARIABLES

	Factors
	Wilks' Lambda
	F ratio

	 Community
	0.998345223
	0.129286567

	 Family Size
	0.952193586
	3.916115702*

	 Age
	0.999715757
	0.02217729

	 Education
	0.991802741
	0.644670722

	 Type of Family
	0.994778346
	0.409426888

	 Consumption Expenditure
	0.927562665
	6.091353563*

	 Savings
	0.998931474
	0.083434211

	 Farm Income
	0.936031691
	5.330511898*

	 Seeds expenses
	0.975669192
	1.945129605

	 Wage expenses
	0.983332796
	1.322077214

	 Fertilizer expenses
	0.99719155
	0.219676081

	 Size of Land
	0.723418191
	29.82145228*

	 Cropping Pattern
	0.669420946
	38.51861285*


* -Significant at five percent level       

When the value of Wilk’s Lambda approaches one, there is no significant difference in the mean of two groups and vice versa. The estimated values of Wilk’s Lambda associated with family size, consumption expenditure, farm income, size of land holding and cropping pattern did not approach one. The co-efficient of Wilk’s Lambda for the above factors were significant at five percent level and they were not approximated to one. The large borrowers group and small borrowers group associated to crop loan differed widely in relation to the above factors.

The other tests used in the process of discriminant function were the correlation between discriminating variables and canonical discriminant function.

TABLE - 35

CORRELATION BETWEEN DISCRIMINATING VARIABLES AND 

CANONICAL DISCRIMINANT FUNCTION

	Factors
	Co-efficient
	Ranking

	 Community
	0.031086999
	11

	 Family Size
	0.171092061
	5

	 Age
	0.01287527
	13

	 Education
	-0.069417836
	8

	 Type of Family
	0.055321033
	9

	 Consumption Expenditure
	0.213382601
	3

	 Savings
	-0.024973199
	12

	 Farm Income
	0.19961196
	4

	 Seeds expenses
	-0.120580303
	6

	 Wage expenses
	0.0994101
	7

	 Fertilizer expenses
	0.040522244
	10

	 Size of Land
	0.472135325
	2

	 Cropping Pattern
	0.536583631
	1


The table-35 exhibits the pooled with in-group correlation between the discriminating variables and canonical discriminant function. The correlation co-efficients were ranked according to their contribution in discriminant function. It was found that cropping pattern and size of land had the highest contribution in the function with the co-efficient of 0.537 and 0.472. On the other hand, age of the farmer had the lowest contribution with the co-efficient of 0.013. It revealed that age of the farmer did not contribute much to the variation in the borrowing behaviour of farmers in relation to crop loan.

The next test in the discriminant analysis is the classification results, which shows correct classification of farmers in the corresponding groups.

TABLE - 36

CLASSIFICATION RESULTS

	Borrowing Group
	Number

of Cases
	Predicted group

Members

	 Above Average
	34
	34.00

	 Percentage
	
	100.00

	 Below average
	46
	46.000

	 Percentage
	
	100.00

	 Total
	80
	80.00

	 Percentage
	100
	100.00




   * - Percentage of predicted group members to number of cases

The classification results showed that all 100 percent of the cases were correctly classified and there was no misclassification of farmers in all the groups.

The relative contribution of the selected socio-economic factors to distinguish the farmers belonged to large and small borrowers group, are calculated and given in table-37  

TABLE - 37

RELATIVE DISCRIMINATING POWER OF THE VARIABLES

	Factors
	Discriminant

Power
	Relative Discriminant

Power

	 Community
	-0.153904458
	0.415820297

	 Family Size
	0.322311801
	4.625363499

	 Age
	-0.014886409
	0.117363918

	 Education
	-0.321691117
	-1.424832194

	 Type of Family
	-0.113826045
	0.282328241

	 Consumption Expenditure
	2.50903E-05
	1.953159786

	 Saving
	-3.05937E-05
	-0.327584841

	 Farm Income
	-1.03952E-05
	4.759387978

	 Seed Value
	-0.000367806
	-7.392873508

	 Wage
	-0.000358065
	8.267498054

	 Fertilizer
	0.000415473
	5.123144328

	Size of Land
	7.2501054
	47.38592804*

	Cropping Pattern
	1.15161959
	36.2152964*


* -Significant at five percent level       

The table-37 reveals that size of land holding (47.39 percent) and cropping pattern (36.22 percent) were the dominant factors in discriminating the crop loan borrowers in to large and small borrowers.

To conclude size of land holdings and cropping pattern were the significant factors in determining the borrowing behaviour of farmers in crop loan.

4.4.2. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS–INVESTMENT LOAN

Discriminant analysis was carried out to identify socio-economic factors, which discriminated the investment borrowers in to those who borrowed below average level and those who borrowed above average level. Of the total twenty investment loan borrowers, eight borrowed below average level and twelve borrowed above average level. It was hypothesized that certain socio-economic factors were associated with the borrowing behaviour of farmers. They were community, family size, age, education, type of family, consumption expenditure, savings, farm income, value of farm equipments, live stock and size of land holdings, which were put in to the discriminant analysis.

The first step in the discriminant analysis was the estimation of the mean and standard deviations of the variables, which were included in the discriminant analysis. 

TABLE - 38

MEAN AND STANDARD DEVIATION OF SELECTED VARIABLES
	Factors
	Large borrowers
	Small borrowers

	
	Mean
	Standard

Deviation
	Mean
	Standard

Deviation

	 Community
	4.25
	0.88640526
	4.083333333
	1.378954369

	 Family Size
	5.25
	1.488047618
	4.5
	0.904534034

	 Age
	47.25
	5.365231988
	44.66666667
	5.944184833

	 Education
	2.5
	0.9258201
	2.583333333
	0.514928651

	 Type of Family
	1.625
	0.51754917
	1.25
	0.452267017

	 Consumption Expenditure
	18000
	3826.598639
	14208.33333
	4891.82218

	 Savings
	8812.5
	6105.837371
	5729.166667
	6029.716499

	 Farm Income
	131500
	27815.72012
	105500
	22532.80437

	 Value of farm Equipment
	97593.75
	175852.0369
	3287.5
	927.8824867

	 Value of live Stock
	18968.75
	7481.450275
	14750
	11829.27801

	 Size of Land
	2.975
	0.952815377
	1.941666667
	0.466043957


The table-38 showed that higher number of farmers in the large borrowers group were belonged to vokkaliga community and joint family system. They had higher family size, 

greater mean age, consumption expenses, savings, farm income, value of farm equipments, livestock and size of land holding than the small borrowers group.

Initially to test the mean differences between the selected groups, Wilk’s Lambda [U statistics] and its equivalent univariate F-test (one way analysis of variance) was calculated. The value of Wilk’s Lambda and F ratio for the selected variables are shown in table-39 

TABLE - 39

WILK'S LAMDA (U - STATISTICS) OF THE SELECTED VARIABLES

	Factors
	Wilks' Lambda
	F ratio

	 Community
	0.994978029
	0.090851735

	 Family Size
	0.900735294
	1.983673469

	 Age
	0.948516018
	0.977012143

	 Education
	0.996275605
	0.06728972

	 Type of Family
	0.859375
	2.945454545

	 Consumption Expenditure
	0.841264365
	3.396365708

	 Savings
	0.935412437
	1.242848699

	 Farm Income
	0.772227604
	5.309190074*

	 Value of farm Equipment
	0.835281238
	3.54962805

	 Value of live Stocks
	0.957634342
	0.796318398

	 Size of Land
	0.630460122
	10.55057657*


*- Significant at five percent level       

If the value of Wilk’s Lambda approaches one, there is no significant difference in the means of two groups and vice versa. The estimated value of Wilk’s Lambda was statistically significant for farm income and size of land holding.

It implies that there were significant mean differences in the mean of farm income and size of land holding between large and small borrowers groups.

The other tests used in the process of discriminant analysis were correlation between the discriminating variables and canonical discriminant function and percentage number of cases correctly classified.

TABLE - 40

CORRELATION BETWEEN DISCRIMINATING VARIABLES AND CANONICAL DISCRIMINANT FUNCTION

	Factors
	Co-efficient
	Ranking

	 Community
	0.041070227
	10

	 Family Size
	0.191909104
	6

	 Age
	0.134682282
	8

	 Education
	-0.035345558
	11

	 Type of Family
	0.233849609
	5

	 Consumption Expenditure
	0.25111214
	4

	 Savings
	0.151904142
	7

	 Farm Income
	0.313960219
	2

	 Value of farm Equipments
	0.256715393
	3

	 Value of live Stocks
	0.121591681
	9

	 Size of Land
	0.442586929
	1


The correlation between the discriminating variables and canonical discriminant function showed that size of land holding (0.44) and farm income (0.31) exhibited significant correlation. Hence the above factors significantly contributed to the variations in the borrowing behaviour between high and small borrowers group. All hundred percent of the farmers in large and small borrowers group were correctly classified. There was no misclassification of farmers.

TABLE – 41

CLASSIFICATION RESULTS

	Borrowing Group
	Number

of Cases
	Predicted group

Members

	 Above average
	8
	8.00

	 Percentage
	
	100.00

	 Below average
	12
	12.000

	 Percentage
	
	100.00

	 Total
	20
	20.00

	 Percentage
	100
	100.00


 * - Percentage of predicted group members to number of cases

In the process of discriminant analysis, the relative discriminating power of the variables was calculated based on the non-standardized co-efficients of the variables. The relative discriminating power of the variables are shown in table-42

TABLE - 42

RELATIVE DISCRIMINATING POWER OF THE VARIABLES

	Factors
	Discriminant

Power
	Relative Discriminant

Power

	 Community
	-1.121652269
	2.500508724

	 Family Size
	-1.687309384
	16.92689775*

	 Age
	0.312476216
	10.79739029*

	 Education
	-1.067477116
	-1.189867803

	 Type of Family
	4.460922208
	22.37573465*

	 Consumption Expenditure
	0.00011461
	5.81266919

	 Savings
	3.70934E-05
	1.529812732

	 Farm Income
	6.89365E-05
	23.97420849*

	 Value of farm Equipment
	3.35383E-06
	4.230608647

	 Value of live Stocks
	6.52637E-05
	3.682787811

	 Size of Land
	-0.677141142
	9.359249528*


    

     * - Significant at five percent level

It was found that farm income alone contributed 23.97 percent to the total variations in the investment loan availed between large and small borrowers group. Next to farm income, type of family (22.38 percent), size of family (16.93 percent), age of the farmers 

(10.80 percent) and size of land (9.36 percent) contributed higher in discriminating the investment loan borrowers in to large and small borrowers.

4.4.3. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS – CROP LOAN AND INVESTMENT LOAN
Discriminant analysis was carried out to identify the socio-economic factors, which discriminated the borrowers of total agricultural loan in to those who borrowed above average level and those who borrowed below average level. Of the 100 borrowers, 18 borrowers borrowed above average level and 82 borrowers borrowed below average level. It was hypothesized that certain socio-economic factors were associated with the borrowing behaviour of farmers. They were community, family size, age, education, type of family, consumption expenses, savings, farm income, cultivation expenses, size of landholding and farm assets.

First step in the discriminant analysis was the estimation of the mean and standard deviations of the included variables. The mean and standard deviation of the variables, which were included in the analysis are shown in the table-43 

TABLE – 43

MEAN AND STANDARD DEVIATIONS OF SELECTED VARIABLES

	Factors
	Large borrowers
	Small borrowers

	
	Mean
	Standard

Deviation
	Mean
	Standard

Deviation

	 Community
	4.055555556
	1.211329956
	4.353658537
	0.947667067

	 Family Size
	3.722222222
	2.080880909
	4.37804878
	0.976770237

	 Age
	46.05555556
	5.734028686
	44.03658537
	6.674893298

	 Education
	2.555555556
	0.615698763
	2.256097561
	0.716834186

	 Type of Family
	1.666666667
	0.48507125
	1.390243902
	0.490806783

	 Consumption Expenditure
	16611.11111
	4230.684674
	11175
	4122.291479

	 Savings
	7486.111111
	6200.374883
	6978.658537
	4711.45852

	 Farm Income
	114333.3333
	31579.96386
	95353.65854
	25510.28452

	 Cultivation expenses
	63394.38889
	125345.0775
	24773.63415
	35385.96397

	 Size of Land
	2.711111111
	0.627421323
	1.902243902
	0.618241903

	 Farm Assets
	555747.2222
	264522.8048
	416294.5122
	138126.6732


From the table-43, it was inferred that large borrowers group had high mean values than small borrowers group, for the variables such as age, education, type of family, consumption expenses, savings, farm income, cultivation expenses, size of landholdings and farm assets. It implied that the large borrowers had greater mean age, education, belonged to joint family system, higher consumption expenses, savings, farm income, cultivation expenses, size of landholdings and farm assets than the small borrowers group.

Wilk’s Lambda [U statistics] and its equivalent univariate F-test (one way analysis of variance) were calculated to test the mean difference between the selected groups. The calculated values of Wilk’s Lambda and F ratio for the selected variables are shown in table-44 

TABLE - 44

WILK'S LAMDA (U - STATISTICS) OF THE SELECTED VARIABLES

	Factors
	Wilks' Lambda
	F ratio

	 Community
	0.986750979
	1.315837656

	 Family Size
	0.959626042
	4.12311428*

	 Age
	0.985769794
	1.414691556

	 Education
	0.973200965
	2.698625997

	 Type of Family
	0.954228698
	4.700746888*

	 Consumption Expenditure
	0.79395582
	25.43256073*

	 Savings
	0.998452047
	0.15193455

	 Farm Income
	0.929091717
	7.479360285*

	 Cultivation Expenses
	0.943627356
	5.854555958*

	 Size of Land
	0.795875521
	25.13483378*

	 Farm Assets
	0.905015919
	10.28538809*


* - Significant at five percent level 

If the value of Wilk’s Lambda approaches one, there is no significant difference in the means of two groups and vice versa. The estimated values of Wilk’s Lambda were found to be significant at five percent level for family size, type of family, consumption expenses, farm income, cultivation expenses, size of land holding and farm assets. It implied that the 

above factors were found to be statistically significant in discriminating the borrowers in to large and small borrowers.

The correlation between the discriminating variables and canonical discriminant function was used as another test in the discriminant analysis. The correlation between the discriminating variables and canonical discriminant function are shown in table-45 

TABLE - 45

CORRELATION BETWEEN DISCRIMINATING VARIABLES AND 

CANONICAL DISCRIMINANT FUNCTION

	Factors
	Correlation co-efficient
	Ranking

	 Community
	-0.121735189
	10

	 Family Size
	-0.215490271
	7

	 Age
	0.12622514
	9

	 Education
	0.1743357
	8

	 Type of Family
	0.230090355
	6

	 Consumption Expenditure
	0.535192508
	1

	 Savings
	0.041365974
	11

	 Farm Income
	0.290233278
	4

	 Cultivation expenses
	0.256780453
	5

	 Size of Land
	0.532050664
	2

	 Farm Assets
	0.340349661
	3


The correlation co- efficient was ranked according to their contribution in the discriminant function. It was inferred from the table that consumption expenditure and size of land holding had higher correlation co-efficient. On the other hand, savings had the lowest contribution with the co-efficient of 0.04. It revealed that the amount of savings did not contribute to the variations in the borrowing behaviour of large and small borrowers.

The percentage number of cases correctly classified was also used as a test in the discriminant analysis. The table-46 showed the classification results.

TABLE - 46

CLASSIFICATION RESULTS

	Borrowing Group
	Number

of Cases
	Predicted group

Members

	 Above average
	18
	18.00

	 Percentage
	
	100.00

	 Below average
	82
	82.00

	 Percentage
	
	100.00

	 Total
	100
	100.00

	 Percentage
	100
	100.00


*- Percentage of predicted group members to number of cases

It was found that all hundred percent of the borrowers were correctly classified. None of the case was misclassified.

The last step in the discriminant analysis was the calculation of the discriminating power of the variables. The relative discriminating power of the variables was calculated based on the non-standardized co-efficients, estimated in the analysis. 

The relative contributions of the selected socio-economic factors to distinguish the borrowers in to large and small were calculated and are shown in table-47 

TABLE - 47

RELATIVE DISCRIMINATING POWER OF THE VARIABLES

	Factors
	Discriminant

Power
	Relative Discriminant

Power

	Community
	-0.282335759
	-4.665433927

	Family Size
	-0.522421725
	-18.99197223*

	Age
	0.013581893
	1.520022586

	Education
	0.44445114
	7.377679321

	Type of Family
	1.515871739
	23.22715936*

	Consumption Expenditure
	8.7592E-05
	26.3944621*

	Savings
	-4.80492E-05
	1.351579913

	Farm Income
	2.22387E-06
	2.339684146

	Cultivation expenses
	6.48966E-07
	1.389320367

	Size of Land
	1.11924642
	50.18371187*

	Farm Assets
	1.27731E-06
	9.873786486


* - Significant at five percent level

The above table-47 revealed that size of land holding alone contributed (50.18 percent) followed by consumption expenditure (26.39 percent), type of family (23.23 percent) and family size (18.99 percent) in discriminating the total loan borrowers in to small and large borrowers.


To conclude size of land holding and consumption expenses were the dominant factors in determining the borrowing behaviour of farmers. The co-operatives provided loan based on the size of land holding. The consumption expenditure determines the allocation of farm income to farm investment. Hence the above factors contributed more in determining the borrowing behaviour of farmers.

4.5. PROBLEMS OF CO-OPERATIVE CREDIT IN AGRICULTURE
Though institutional credit had greater coverage in agriculture, it is not free from problems. Hence, an attempt was made to analyse the problem in co-operative credit in the study area.

TABLE - 48

PROBLEMS OF CO-OPERATIVE CREDIT IN AGRICULTURE
	Problems
	Number of farmers
	Percent

	 High procedural formalities
	29
	29

	 Non availability of documents and 

 securities
	28
	28

	 Inadequacy of credit
	32
	32

	 High transaction cost
	11
	11

	 Total
	100
	100


Source: Field survey

The table showed that 32 percent of the sample farmers felt that the availability of credit was highly inadequate, followed by high procedural formalities in co-operative credit (28 percent). Inadequacy of credit was on account of high cost of cultivation, the cost of cultivation had increased several fold within ten years.

CHAPTER – V 

SUMMARY AND CONCLUSION
The Commercial, Co-operative and Regional Rural Banks were the major of sources of agricultural credit. The share of Commercial Banks in agricultural credit had increased from 50 percent in 1998-1999 to 60 percent in 2003-2004. But the share of cooperative banks had declined from 43 percent to 31percent in the same period, whereas Regional Rural Banks were the marginal players with 7 percent to 9 percent market share in agricultural credit.


Though the share of Co-operative Banks in total agricultural credit had declined, still it is a specialized credit institution in agricultural credit. The earlier studies concentrated on the flow of agricultural credit from Co-operative Banks and also the recovery performance. Very few studies [Desai (1978)] analysed the determinants of borrowing behaviour of farmers. Hence the present study analysed the “determinants of borrowing behaviour of farmers in the selected area of coimbatore district”.

The objectives of the study were

· To analyze socioeconomic profile of selected farmers.

· To assess farmer category wise and purpose wise distribution of crop loan

· To identify the factors determining availability of credit.

· To assess the relative factors contributed to the borrowing behavior of farm households

· To study the problems of farmers in the institutional credit in the study area.

The hypotheses tested in the study were

· There was no association between availability of credit and social and economic characteristics of farmers.

· The borrowing behaviour of farm households in relation to crop loan was independent of their social and economic characteristics. 

· The borrowing behaviour of farm households in relation to investment loan was independent of their social and economic characteristics of farmers.

· The borrowing behaviour of farm households in relation to total agricultural credit was independent of their social and economic characteristics of farmers.

Among 19 community development blocks in coimbatore district, Karamadai block was selected for the reason that it was one of the low agricultural credit intensive block and the amount of institutional credit provided during 2004-2005 was less than the district average.


For the present study in Karamadai block, K.Pungampalayam village was selected randomly through lottery method. The village had the following distinguished features

1. More than 90 percent of the total populations in this village were engaged in agricultural activities.  

2. The marginal and small farmers dominated the other categories of farmers in this village.

3. Higher number of farmers in this area borrowed from co-operative banks.

The data for the study were collected from primary sources. A two stage random sampling procedure was followed in selecting the sample of borrower farmers. In the first stage, K.Pungampalayam village in Karamadai block was selected randomly through lottery method. This village had greater access for co-operative bank credit. The co-operative bank and land development bank located in the study area were approached to collect the address of farmer borrowers. The bank provided 400 addresses of the borrowers pertaining to the period 2004 –2005. From the address list provided by the above banks, one hundred farmer borrowers were selected randomly in the next stage.
In the sample, there were three marginal farmers (less than one hectare), forty-seven small farmers (1 > 2 hectares), forty-eight semi medium farmers (2 > 4 hectares) and two medium farmers (4 >10 hectare).

The survey method was used to collect information from the borrower farmers. Interview schedules were framed to collect information on the socio-economic characteristics, amount borrowed, cropping pattern, cultivation expenses etc, for the period of 2004 –2005. (Appendix-1).
FINDINGS:


The findings emerged from the study are as under 

1. SOCIO-ECONOMIC PROFILE OF THE FARM HOUSEHOLDS:


It was found that greater percentage of farmer (more than 50 percent) completed secondary education, belonged to nuclear family system (56 percent) and they were Hindus (100 percent). Greater percentage number of farmers was in the working age group of 30-45 

years and had small family size. The total area under cultivation of all categories of farmers revealed that banana and sugarcane were the major crops in the cropping pattern.

2. AVAILABILITY OF AGRICULTURAL CREDIT:

Of the total crop loan availed by the farmers, 72.97 percent of the crop loan was availed by the semi medium farmers followed by small farmers [23.7 percent] and marginal farmers [3.33 percent]. The availability of crop loan revealed that the objective of fulfilling the credit needs of marginal and small farmers was not attained.

Of the total investment loan received by all category of farmers, greater percentage loan was availed by semi medium farmers who demanded money for land development, purchase of electric motor, installation of bore well and pump sets etc.

2.1. CROP WISE AVAILABILITY OF CROP LOAN:
In the study area, the crop loan was provided for banana, curry leaves and sugarcane. Among the above-mentioned crops, the number of accounts (30) and the amount (51 percent) were found to be greater for banana. Next to banana, the farmers were availed high amount of loan for sugarcane (38 percent). 

2.2. PURPOSE WISE AVAILABILITY OF INVESTMENT LOAN:
It was found that 56.72 percent of the investment loan was availed for land development and 43.28 percent of loan was availed for installation of bore well, electric motor and pump set.

3. FACTORS DETERMINING BORROWING BEHAVIOUR OF FARMERS:

3.1. AGE OF THE FARMER HEAD:

Among marginal farmers, who were in the age group of 30-45 years had availed 73.91 percent of crop loan. Among small farmers also, the farmers in the same working age group had obtained greater percentage of crop loan (59.48percent). It reveled that, these farmers had greater awareness about the credit scheme. The relationship between availability of investment loan and age of the farmers showed that among small and semi medium farmers, more than 59 percent of the investment loan was availed by the farmers who were in the age group of 45-60 years. It was on account of greater number of farmers distributed in that age group.

3.2. EDUCATION:

Of the total crop loan availed by marginal farmers, who completed secondary education had obtained an amount of crop loan Rs.13000 (56.52 percent). It was found to be greater among the farmers who were in other different levels of education. Among all other category of farmers also, the same group of farmers, (those completed secondary education) had availed greater amount of crop loan. It ranged between Rs.296250 and Rs.298850. It was on account of greater distribution of sample farmers in the secondary level of education.

The distribution of investment loan across different levels of education showed that the farmers who completed higher secondary education in small farmer category had availed Rs.155000. The same group of farmers among semi medium farmers had obtained Rs.480000. Among medium farmers, the same group borrowed Rs.150000. The above amount borrowed by the farmers was maximum than the farmers in other levels of education.

3.3. COMMUNITY:


Of the total crop loan availed by marginal farmers, greater percentage (69.57 percent) of crop loan was obtained by the farmers who were harijans. But among small, semi medium and medium farmers, the farmers belonged to vokkaliga community had obtained greater percentage of crop loans. 

Of the total investment loan availed by small farmers, the farmers belonged to vokkaliga community borrowed 90.91 percent of the loan. Among semi medium and medium farmers also, the farmers belonged to same community borrowed larger amount (more than 74 percent) than the farmers belonged to other communities. It was on account of that, majority of the farmers were belonged to that community.

3.4. TYPE OF FAMILY:


Among all categories of farmers, more than 54 percent of the crop loan was availed by the farmers who had nuclear family system. It was found to be greater percentage share than for the farmers who were in the joint family system. More than 55 percent of the investment loan was availed by the farmers who had nuclear family system among small and semi medium farmers.

3.5. SIZE OF FAMILY:

Since the number of farmers belonged to small family size was greater, more than 80 percent of the crop loan was availed by them in all categories of farmers except medium farmers. The farmers belonged to large family size had availed less than 20 percent of crop loan.  In relation to investment loan, among small farmers, 100 percent of the investment loan 

was availed by those farmers who had small family size. Among semi medium farmers, 71.77 percent of the investment loan was availed by the farmers who had small family size.

3.6. OCCUPATION:


Of the total amount borrowed by marginal farmers, the farmers who had occupation as agriculture alone had availed 69.57 percent of crop loan. Among small farmers, it was found to be 80.14 percent, among semi medium farmers, the same group of farmers had obtained 78.19 percent of crop loan. It was due to that, high number of members in co-operative banks was involved in agricultural activity alone. 

In case of investment loan, among small farmers, the farmers who had occupation as agriculture alone obtained 81.82 percent of investment loan. Among semi medium farmers, the same was found to be 85.65 percent, while among medium farmers, they had availed 100 percent. The above percentage share of investment loan was comparatively higher than investment loan availed by the farmers who had both farming and non-farming occupations. 

3.7. INCOME:


Of the total crop loan availed by marginal farmers, the farmers who had below average level of income had obtained all 100 percent of loan. Among small farmers, the same group of farmers availed 66.25 percent of crop loan. The above shares were found to be greater than the loan availed by the farmers belonged to high-income group. But among semi medium farmers, who had income above average level had obtained greater percentage of crop loan (74.77 percent). 

Of total investment loan availed by each category of farmers, the farmers who had above average level of income had borrowed in between 57.58 percent and 100 percent of amount. The investment loan was provided based on their financial position and the property. Hence the farmers who had above average level of income had availed greater percentage share of investment loan.

3.8. CONSUMPTION EXPENDITURE:


Among marginal and small farmers, those farmers who had below average level of consumption expenditure borrowed more than 66 percent of the crop loan. But among semi medium farmers who had above average level of consumption expenses had borrowed greater amount of crop loan [70.93 percent]. It revealed that there was positive relationship between the consumption expenses and amount of crop loan borrowed among 

semi medium farmers. In case of investment loan, among small farmers, who had below average level of consumption expenses borrowed 69.70 percent of investment loan. The same group of farmers, among semi medium farmers borrowed 52.15 percent. But among medium farmers, those who had above average level of consumption expenditure borrowed all 100 percent of the investment loan. It revealed that among small and semi medium farmers, there was negative relationship between amount of consumption expenses and investment loan borrowed. While among medium farmers, there was positive relationship between consumption expenses and amount of investment loan borrowed.

3.9. SAVINGS:


Of the total crop loan availed by marginal farmers, 69.57 percent of the crop loan was availed by the farmers who had savings below average level. But among small and semi medium farmers, the farmers who had above average level of savings had borrowed greater amount of crop loan. 

The farmers who had above average level of savings had borrowed 50 to 100 percent of investment loan among small, semi medium and medium farmers. The above group of farmers had frequent contact with banks and the banks also strongly believed them to provide loan.

3.10. EXPENSES ON SEEDS:


The marginal farmers who had incurred below average level of seeds expenses, borrowed all 100 percent of the crop loan. Among marginal, small and semi medium farmers, the farmers who had below average level of seeds expenses borrowed more than 58 percent of the crop loan. The percentage amount of crop loan borrowed by those farmers who had above average level of seeds expenses was less than fifty percent.

3.11. WAGE EXPENSES:

Of the total amount of crop loan availed by marginal farmers, all 100 percent of the loan was availed by those who had below average level of wage expenses. Similarly among small farmers, the farmers who had below average level of wage expanses borrowed 66.98 percent of crop loan. Among semi medium farmers, the percentage of crop loan accounted to be 51.93 percent for the above-mentioned group.

3.12. EXPENSES ON FERTILIZERS AND PESTICIDES:

Among all categories of farmers, those farmers who had below average level of expenses on fertilizers and pesticides borrowed more than 56 percent of the crop loan. It was due to the fact that, the above group of farmers did not have adequate own capital to invest on cultivation. The other group of farmers among all farmers’ categories borrowed less than 44 per cent of the crop loan.

3.13. TOTAL COST OF PRODUCTION:


The crop loan borrowed was found to be greater for those farmers who had below average level of cost of cultivation. It accounted to be 100 per cent for marginal farmers, 84.67 per cent for small farmers and 65.59 percent for semi medium farmers. It was on account of that greater number of farmers had below average level of cost of cultivation.

3.14. ASSETS:


Of the total investment loan availed by small farmers, 100 percent investment loan was availed by those farmers who had below average level of farm assets. Among semi medium farmers, the farmers who had above average level of assets, borrowed greater percentage of investment loan [55.02 percent]. Of the total investment loan availed by medium farmers, all 100 percent of the loan was borrowed by those farmers who had above average level of assets.

4. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS – DISCRIMINANT ANALYSIS:

4.1. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS - CROP LOAN:

To identify the socio economic factors, which discriminated the crop loan borrowers in to those who borrowed crop loan above average level and those who borrowed below average level, discriminant analysis was carried out. The estimated values of Wilk’s Lambda associated with family size, consumption expenditure, farm income, size of land holding and cropping pattern did not approach one. The co-efficient of Wilk’s Lambda for the above factors were significant at five percent level and they were not approximated to one. The large borrowers group and small borrowers group associated to crop loan differed widely in relation to the above factors.

The correlation between discriminating variables and canonical discriminant function showed that cropping pattern and size of land had the highest contribution in the function with a co-efficient of 0.537 and 0.472. 

The relative contribution of the selected socio-economic factors showed that size of land holding (47.39 percent) and cropping pattern (36.22 percent) were the dominant factors in discriminating the crop loan borrowers in to large and small borrowers.

4.2. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS –INVESTMENT LOAN:

Discriminant analysis was carried out to identify the socio-economic factors, which discriminated the investment borrowers in to those who borrowed above average level and those who borrowed below average level. 

The estimated values of Wilks Lambda showed that it was statistically significant for farm income and size of land holding. It implies that there were significant mean differences in the mean of farm income and size of land holding between the large and small brrowers group.

The relative discriminating power of the variables showed that farm income alone contributed 23.97 percent to the total variations in the investment loan availed between large and small borrowers group. Next to farm income, type of family (22.38 percent), and size of family (16.93 percent), age of the farmers (10.80 percent) and size of land (9.36 percent) contributed higher in discriminating the investment loan borrowers in to large and small borrowers.

4.3. DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS – CROP LOAN AND INVESTMENT LOAN:
Discriminant analysis was carried out to identify the socio-economic factors, which discriminated the borrowers of total agricultural loan in to those who borrowed above average level and those who borrowed below average level.

The estimated values of Wilk’s Lambda were found to be significant at 5 percent level for family size, type of family, consumption expenses, farm income, cultivation expenses, size of land holding and farm assets. It implied that the above factors were found to be statistically significant in discriminating the borrowers in to large and small borrowers based on univariate (F) test. 

The correlation between the discriminating variables and canonical discriminant function showed that consumption expenditure and size of land holding had higher correlation co-efficients. On the other hand, savings had the lowest contribution with the co-

efficient of 0.04. It revealed that the amount of savings did not contribute to the variations in the borrowing behaviour of large and small borrowers.

The relative discriminating power of the variables showed that size of land holding alone contributed 50.18 percent followed by consumption expenditure (26.39 percent), type of family (23.23 percent) and family size (18.99 percent). They were the dominant factors in discriminating the total loan borrowers in to small and large borrowers.

5. PROBLEMS OF CO-OPERATIVE CREDIT IN AGRICULTURE:


The problems of co-operative credit showed that 32 percent of the sample farmers felt that the availability of credit was highly inadequate due to high cost of cultivation. The cost of cultivation increased several fold within ten years.

CONCLUSION: 

To conclude, the availability of crop loan revealed that the objective of fulfilling the credit needs of marginal and small farmers was not attained. None of the marginal farmers had availed investment loan. It was due to that, marginal farmers did not possess required documents and securities. Since banana and sugarcane were long period and highly remunerative crops, the farmers were availed greater amount of loan for the above crops.

The irrigational intensity of the area was very less. Hence the farmers needed higher amount of investment credit for land development and installation of pump sets and bore wells. The scale of finance for investment loan was fixed based on the asset value and proper documents and securities.

Since the farmers who had greater size of land holding and area under cultivation were in need of greater amount of crop loan, they borrowed larger amount. The farmers who had greater size of land holding were able to borrow larger amount of investment credit. Hence the size of land holding was found to be the dominant factor in determining the borrowing behaviour of farmers in relation to investment credit.

The misutilization of credit was a common factor in agricultural credit. Hence, the borrowers who had greater consumption expenses had borrowed larger amount of credit. Though the co-operative credit to agriculture had increased several fold, inadequacy of credit was the major problem of the farmer borrowers in the study area. It was on account of high cost of cultivation and the cost of cultivation had increased several fold within ten years.

SUGGESTIONS

· The allocation of agricultural credit made by the lead bank based on the target-oriented approach was not adequate in the study period. Thus the lead bank should 

change its approach towards allocation. The lending approach should be adopted on the basis of potentiality of area rather than on target oriented approach.

· Inadequacy of credit and credit gap of crop loan was another source of concern. The scale of finance fixed by the lead bank should consider the recent input price changes and thereby it would cover the cost of production.

· The co-operatives should include consumption expenditure component in the scale of finance. It would reduce the misutilization of credit.

· The time required to get the loan is an important factor which needs consideration. The borrowers of institutional agencies have to wait for a month after applying for loan. But the borrowers of non-institutional agencies get loan immediately and they need not wait for a long period of time. Thus the time consuming process of institutional loans leads to misuse of funds which need due consideration by the institutional agencies.

· The co-operative banks had possessed long procedure in sanctioning the crop loan. Thus the small farmers were not able to avail short-term credit. Proper measures should be undertaken to reduce the long procedure and thereby to avail of crop loan to the small and marginal farmers from the co-operative banks.

· Promoting dry land farming with appropriate technology support and a cyclical credit arrangement would ensure food security for all.

· Strengthening backward and forward linkages by way of proper extension services, quality inputs and developing infrastructure for processing, transport and marketing of agricultural produce would enhance the effectiveness of credit provided by banks.

· Financing agri-exports by providing the necessary package of services would strengthen the global competitiveness of agriculture
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APPENDIX-I

AVINASHILINGAM INSTITUTE FOR HOME SCIENCE AND HIGHER EDUCATION FOR WOMEN (DEEMED UNIVERSITY), COIMBATORE – 43.

INTERVIEW SCHEDULE TO ELICIT INFORMATION ON DETERMINANTS OF BORROWING BEHAVIOUR OF FARMERS IN A SELECTED AREA OF COIMBATORE DISTRICT
I.  Name and address of the family head 

:

   Age






:

   Main occupation




:

   Secondary occupation



:

   Caste






:

   Religion





:  Hindu / Muslim / Chirstian

   Education of family head



:  Primary / Sec / H.sc / Collegiate

   Type of family 




:  Joint / Nuclear

II. House hold composition :

	Classfication



Age



Education

                                 ------------------------------------------------------------------------------

                                 Below     14-50   50 &             Primary    Sec    H.sc    College

14 above

	No of Males

No of Females


III Assets

(a) Land asset

	Land



Area (in acres)


Value

                                 

	Wet 

Dry

	Total




     (b)Other asset   

	Item                                                                                                             Value (in Rs)



	Farm building

House




(c ) Live stock

	Livestock                                      No.s                                                      Value (in Rs)                                                                          



	Cows

Buffaloes

Sheep / Goats

Poultry

Others




(d) Farm equipment

	Item                                      No.s                                                      Value (in Rs)                                                                          



	Tractors

Tillers

Ploughs

Processing equipments

Others




      (e) Consumer durable

	     Item                                                                                                  Value  (in Rs)                                                                                                      

	



IV Farm income

	Item                                                                                                  Income per year

                                                                                                                    (in Rs)                                                                          

	

	Total


V Non farm income

	Item                                                                                            Income per year


(in Rs)                                                                          

	


 VI House hold expenditure

	Total house hold expenditure                                                   Amount spent per year


(in Rs)                                                                          

	


VII Capital Expenditure

	Item                                                                                              Amount per year


(in Rs)                                                                          

	


VIII Savings

	Total savings                                                                             Amount  (in Rs)           

                                                               

	


IX.Information about agriculture

(a)  Land in acres

	Item                Irrigated                Unirrigated                     Waste                     Total  

                       (in acres)                (in acres)                      (in acres)               (in acres)  

	Owned

Leased in

Leased out




(b).Croping pattern

	Name of Crop                                  Area under each Crop                        Value



	


(c). Information on Farm Inputs

 1.  Form labour for each crop

	Name of the crop                No. of persons employed                       Wages paid (in Rs)

                                                    Male   female



	


2.  Seed used

	Name of each                     Seed                  Owned                Purchase                   Value

crop seed                    HYV   Total

	


3. Hired farm equipments used

	        No. of days used                                                                  Hired charges



	


4. Fertilizers and pesticides

	Name of the crop                     Fertilizer/pesticides used                    value (in Rs)



	


X Information on credit

(a). crop loan

	Name of     Source      Amount        Amount       Year     Rate of        Utilisation      Other

   crop                         demanded       received                     interest      of the 

                                                                                                               purpose                                                                                                                       

	


B investment loan 

	Item                   Year                 Source             Amount           Amount           Rate of  

                                                                        demanded            received          interest

	Dugwells

Development of 

old wells 

Oil engines

Electric motors

Land development

Tiller

Tractors

Purchase of 

livestock

Bullock cart

Fertilizers




XI. Problems of Co-operative Credit in Agriculture

	Problems                                        No. of farmers                            Percent



	 High procedural

    formalities    

Non availability of

documents and 

   securities  

Inadequacy of

     credit

High transaction

     cost

	Total    


Government of India      





Reserve Bank of India





Borrowing beneficiaries – Farmers, Agricultural Labourers and others





Primary Land Development Banks (1281 as on 30-6-83)





Regional Rural Bank Branches (7795 Branches as on 31-12-83)





Commercial Banks Branches (24770 Rural Branches out of 44583 Branches as on 31-3-84)





State Co-operative/Central Co-operative Land Development Bank (19 Banks as on 31-12-83)





Regional Offices





Zonal/Regional Offices





Commercial Banks Central/Head Office





National Co-operative Development Corporation 





NABARD





Industrial Development Bank of India





State Government





Regional Rural Banks (150 as on 31-12-83 covering 265 districts)





State Co-operative Banks (28 Banks as on 30-6-83)





Primary/Agricultural Credit Societies/(94000 as on 31-6-83) 


* Farmers Service Societies/


+ Large-Sized Adivasi                     Multipurpose Services
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