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CHAPTER – I

INTRODUCTION

Agriculture is the major source of livelihood for 80 percent of the rural population and supports 72 percent of the work force. The development of agriculture depends on the adoption of new technologies. [Aroutselvam and Zeaudeen, 2000]. The introduction of new technology in agriculture has brought about a significant increase in the demand for production as well as investment credit. Agricultural credit structure in the developing countries is characterized by dualism, that is, the co-existence of institutional (formal) and non-institutional credit (informal) agencies. [Singh etal, 2001]

The studies conducted by the Reserve Bank of India during the years 1936 and 1937 showed that almost the entire finance required by the agriculturalists was supplied by moneylenders, and that of co-operatives and other agencies played negligible part. During the period between 1935 and 1950, the Reserve Bank was very active in continuing the attempt to reinvigorate the co-operative credit movement through a variety of initiatives. [Rakesh Mohan, 2004]

With the acceptance of the recommendations of All India Rural Credit Review Committee (1954), efforts were directed at the development of co-operatives. Meanwhile the review undertaken by the All India Rural Credit Review Committee (1969) suggested that the efforts of the co-operatives had to be supplemented along with commercial bank lending. It was recommended the adoption of multi-agency approach for the provision of credit to the rural areas with much larger role of the commercial banks so that the desired level of progress in agricultural production can be achieved. [Mohanan etal, 2002]

After the nationalization of commercial banks in 1969, they were directed to lend more to agriculture. They opened more branches in the rural areas and non-banking regions. The Reserve Bank of India stipulated, subsequent to nationalization that commercial banks should earmark at least 40 percent of their advances for the priority sectors, of which, 18 percent for agriculture and 10 percent for weaker sections. [Nair, 2000]

To achieve this objective, various organizational and policy frameworks were undertaken by the Reserve Bank of India. Firstly, the direct lending policy was initiated to expand agricultural finance to nearly 17 percent to the total bank credit. [Thingalaya, 2000] Secondly, a significant development providing organizational framework for rural development was the introduction of Lead Bank Scheme in the year 1969 and the System of Credit Planning introduced at the district level. [Ojha, 1989]

Not satisfied with the progress made by the banks in rural banking as it disbursed only Rs.146 crore towards agriculture in 1974-75, the Regional Rural Banks were established in 1975. [Thingalaya, 2000]

With a view to strengthen the existing rural credit delivery system, the ‘Service Area Approach’ (SAA) to rural lending was accepted as the national policy in 1989. [Mahalingam, 1990]

The committee on the Financial System under the chairmanship of M.Narasimham in 1991 had made recommendations on modifying the rural banking structure and direct lending programme. It recommended for setting up of rural banking subsidiaries by the public sector commercial banks, which should combine the local character of RRBs, the resources, skills and organizational/managerial abilities of commercial banks. The committee had recommended the phasing out of all direct lending on the ground that the growth of agriculture and small-scale industries had reached a stage. [Gadgil, 1986] Micro finance scheme had been accepted for financing the requirements of the rural households in 1992. [Patel, 2000]

In order to evaluate the achievement of the targeted agricultural lending, public sector banks were advised to formulate Special Agricultural Credit Plans (SACP) since 1994-1995 and fixed self set targets for achievement during the year. [RBI Bulletin, 2003]

The one man high-level committee headed by R.V.Gupta on “Agricultural Credit through Commercial Banks” appointed by RBI in December 1997 recommended to remove the constraints faced by commercial banks in increasing the flow of agricultural credit. The recommendation of the committee in relation to procedural simplification for credit delivery through rationalization of internal returns of banks was accepted and implemented. [Economic Survey, 1998-1999]

For quickening the pace and improving the quality of institutional delivery for agricultural purposes and redefining the crop loan system, the Government of India in consultation with RBI introduced Kisan Credit Card Scheme from the year 1998-1999. [Patel, 2000]

NABARD appointed an expert committee headed by V.S.Vyas to review the emerging scenario in rural credit. The committee submitted its report on July 23, 2002. The main recommendation of the committee included greater investment of newer financial agencies or groupings such as Self Help Groups (SHGs) and Non-Bank Financial Corporations (NBFs), review methods of fixing scale of finance, improved links between credit and marketing, the speedy recapitalisation of RRBs, selective delayering of short term co-operative credit structure etc [Dhingra, 2003]

Due to these policy measures, the institutional credit comprising commercial bank credit and co-operative credit had increased from 7.3 percent in 1951 to 60.01 percent in 1996. Credit provided by Commercial, Co-operative and Regional Rural Banks reached a level of Rs. 86,981 crore during 2003-2004. The share of commercial bank had increased from 50 percent in 1998-1999 to 60 percent in 2003-2004, but the share of co-operative banks had declined from 43 percent to 31 percent in the same period, whereas Regional Rural Banks were the marginal players with 7 percent to 9 percent market share in agricultural credit [Economic Survey, 2003-04]

Despite the institutional credit to agriculture had grown, the important problem associated with institutional credit was the problem of non-recovery and overdues. The position regarding recovery of agricultural advances of commercial banks showed that only 67 percent of commercial bank credit was recovered and 33 percent of the credit was overdue during 1998-99.

TABLE – 1

AGRICULTURAL ADVANCES – RECOVERY PERCENTAGE

	Institutions
	1995-96
	1996-97
	1997-98
	1998-99
	1999-2000

	Commercial banks
	62.0
	63.3
	66.1
	66.8
	N.A

	District central co-operative banks
	69.0
	70.0
	70.0
	70.0
	69.24*

	Regional rural banks
	55.0
	57.0
	61.0
	64.0
	N.A


* - Provisional   

Source: Economic survey, 2001

Notwithstanding the above official positions, a recent study by World Bank and National Council of Applied Economic Research (NCAER) had shown a strikingly contrasting position. The study conducted in Uttar Pradesh and Andra Pradesh revealed that 79 percent of rural households did not have access to a formal bank loan and access was particularly denied to small and marginal farmers as 87 percent of marginal and 69 percent of small farmers did not have access to formal credit. Small and marginal farmers accounted for 78 percent of operational landholdings, but got only 26 percent of public sector banks credit under Special Agriculture Credit Programme (SACP). These farmers faced high vulnerability to risk leading to non-wilful default and consequent credit denial. Tenant farmers and share croppers did not have any access to credit. The health of Co-operative Banks had been deteriorating. Six out of 30 state Co-operative Banks and 142 out of 367 District Central Co-operative Banks were not complying with minimum capital requirements as their entire equity and even a part of their deposits had been eroded by accumulated losses. There was a need for legal and institutional reforms in rural co-operative banks to strengthen, regulate and ensuring capital adequacy

Another interesting point to note that, agricultural sector accounted for 23 percent of Gross Domestic Produce [GDP] and got only 11 percent of bank credit. At the same time, industrial sector, which accounted for the same level of GDP [24 percent of GDP], got nearly 40 percent of bank credit. Inadequacy of credit was another source of concern. Studies had shown that crop loans provided by banks covered only 42 percent of value of inputs and 6 percent of value of output. Non Performing Asset levels in agricultural lending were not very high to discourage bank lending for agriculture. The average Non Performing Asset of public sector Commercial Banks for the period 2001-2003 for agriculture sector was only 12 percent as compared to 20.6 percent in Small Scale Industrial Sector and 14.2 percent for Priority Sector as a whole.

Public capital formation in agriculture signifying Government investment in irrigation, land development, etc., had been continuously declining. Between 1993-94 and 2002-03, public capital formation had declined from 33 percent to 24 percent. Private investment had increased to 76 percent in 2002-03 mainly by way of investment in irrigation, farm mechanization, animal husbandry, plantation and horticulture, etc. 

Realizing the importance of agricultural credit, the Finance Minister on 18 June 2004, announced a credit package for the farm sector. It envisaged doubling of agriculture credit with 30 percent annual growth in the remaining three years of the Tenth Five Year Plan, financing at least hundred new farmers by every branch of Commercial Banks and RRBs, setting up at least ten agri-clinics in every district, a focused thrust on financing small and marginal farmers and a package of debt relief for farmers in distress and in arrears. In this background many previous studies [Singh and Balishter (1991), Singh (1992), Patil (1993) and Mohaptra and Mishra (1995)] attempted to analyze the distribution of agricultural credit and determinants of overdues. They concentrated only on the supply behaviour of the credit, failed to estimate the relationship between demand for credit, and demand side farm level factors and to discriminate the borrowing behaviour of the borrowers into commercial banks and co-operative banks. They also excluded to study the credit requirements and determinants of credit gap, and to identify the probable wilful defaulters. Very few studies [Subhas Basu (1979), Agarwal etal (1997), Singh etal (2000) and Umesh (2000)] concentrated to analyze the agricultural credit demand and credit adequacy and a comparative study between commercial and co-operative banks. These studies were at micro level in different regions and it would not be applicable to other regions. The above gaps were taken care of and both commercial and co-operative banks credit performance in agriculture were analyzed in the present on “Borrowing behaviour of farmers - A comparative study between Commercial and Co-operative Banks” in a selected area of Coimbatore district with the following objectives: 

1.  To analyze the socio-economic profile of the farmer borrowers.

2. To study the supply of institutional credit across various category of             

       farmers  and to estimate the agricultural credit supply function.

3. To identify the socio-economic factors which discriminated the 

       behaviour of the borrowers into commercial banks and co-operative 

       banks.

4. To assess the demand for short-term credit, credit gap and to estimate           

             overdues at the farm household level.

5. To analyze the extent of repayment and overdues and also the causes    

       for overdues at the farm household level.

6. To identify the factors which discriminate the borrowers into defaulters and non-defaulters.

            7.    To assess the probability of wilful  and non-wilful defaulting.

HYPOTHESES:

The null hypotheses tested in the study included the following:

1. There was no association between the socio-economic factors and the sources          

       of   borrowing.

2. The demand for, supply of credit and credit gap were independent from the     

                  socio-economic factors.

3.  There was no significant relationship between socio-economic factors and        

     defaulting and non-defaulting.

4. Wilful and non-wilful defaulting were independent from the socio-economic         

                  factors.

CONCLUSION:

This study done “Borrowing behaviour of farmers - A comparative study of Commercial and Co-operative Banks” is expected to be of use to the banks in channelising credit better to meet the farmers need, and make them deliver their credit more effectively.

                                                     CHARTER – II

REVIEW OF LITERATURE

The literature pertaining to the present study on “Borrowing behaviour of farmers - A comparative study of Commercial and Co-operative Banks” are discussed under the following heads:

Studies relating to agricultural credit and determinants of agricultural          

        credit

  2.2. Studies relating to recovery performance and overdues.

  2.3. Studies relating to determinants of recovery and overdues.

2.1. STUDIES RELATUNG TO AGRICULTURAL CREDIT AND DETERMINANTS OF         

        AGRICULTURAL  CREDIT :

The rural credit structure in India had completed 100 years and was unparalleled in the world. It served around 120 million rural households in about seven lakh villages through its 94,000 Primary Agricultural Co-operative Societies, 11,426 branches of short term co-operatives, 2,213 branches of long term co-operatives, 32,948 branches of commercial banks and 11,426 branches of Regional Rural Banks. These spectacular improvement in the agricultural credit system was due to various policy measures undertaken by the Reserve Bank of India. Various studies had been undertaken to analyze the role of institutional credit in agriculture, credit access, rural credit structure, impact of agricultural credit on income generation of the agricultural households etc.

Subhas Basu (1979) analyzed the determinants of bank credit in agriculture in India. He identified that among three productivity factors such as the intensity of cultivation, percentage of irrigated land area and percentage of area under commercial crop cultivation, only intensity of cultivation had a significant and positive impact on commercial banks agricultural credit. It indicated that the commercial banks were interested in quick turnover than in higher productivity or profitability cultivation.

 Reddy and Reddy (1990) made a study on “structure and cost of rural credit” to examine the role of formal and informal sectors in the supply of rural credit and to measure the effective cost of credit to the rural households. The investigation was confined to the structure and cost of rural credit in Charampeta revenue village of Penagularmandalam. The study covered a period of 1988-1989. The findings of the study indicated that agricultural moneylenders played a major role in the supply of credit to all categories of farmers. Among the different categories of rural households, rural artisans secured funds at a high effective cost (40.93 percent), followed by landless agricultural labourers (35.82 percent), marginal farmers (33.63 percent), medium farmers (31.84 percent), small farmers (30.98 percent), businessmen (29.73 percent), big farmers (20.52 percent) and other mostly government employees (19.69 percent).

Patil and Thorat (1991) made a study on “ credit needs of mango growers in Ratnagiri district of Maharastra”. Three stage stratified sampling method was followed for selection of the sample farmers and the data were collected by survey method from 106 mango growers from 14 villages of Ratnagiri district of Maharastra. The results revealed that the borrowing of long-term loan was the highest amount followed by short and medium term loans. The entire finance was extended by the institutional agencies only. Among institutional agencies, the government finance was the highest followed by the commercial banks and co-operative organizations. The study also stated that the credit gap and the size of holding were negatively related.

Aja Okorie (1992) identified the factors associated with rural bank use in agriculture in Nigeria. The linear discriminant function estimated showed that the house hold income, years of informal education, gender of respondent and the awareness of the existence of rural bank branch were the significant factors.

Singh (1992) attempted to evaluate the suggested model of rural banking subsidiaries and analyzed its impact on the qualitative improvement of the rural sector. The findings of the study revealed that the commercial banks in general had taken the matter of rural credit as merely disbursement of loan amount in a casual manner. The concept of qualitative lending had not picked up in a true sense.

Patil (1993) in his study compared and analyzed the functional aspects of long term financing of Maharashtra State Co-operative Land Development Bank and State Bank of India. The results of the study indicated that the State Bank of India’s performance in providing long-term loans was found to be more significant than the State Co-operative Land Development Bank.

Veerashekrappa (1994) compared the institutional credit across sectors between All India and Karnataka state during the year 1986.The study revealed that at All India level, Priority sector was provided 44 percent of total lending of commercial banks whereas it was 51 percent in Karnataka. The increased amount of agricultural credit raised the overdue amount in Karnataka than All India average.

Bhat (1995) in his study “Agricultural borrowers from bank-a profile and policy implications” made an attempt to present the profile of the agricultural borrowers from commercial banks, RRBs and co-operative credit societies in Dakshina district of Karnataka. The study was based on data pertaining to a sample of 425 agricultural borrowers spread over different taluks of the district except Mangalore. The study period was from January-June 1992. The results that emerged from the analysis were:

i) Majority (64.2 percent) of the farmers were small farmers and they borrowed    from financial institutions.

ii) There was a high degree of economic inequality among the agriculturists in the country and the inequality in the distribution of income among farmers in the country was greater than the inequality in the distribution of land.


Geetha Nagarajan etal (1995) studied the segmentation in the informal credit markets in Philippines rice growing villages. The logit estimates of the socio-economic characteristics of borrowers associated with farmer trader and farmer lender showed that the trader lender tend to be matched with borrowers who had a large capacity to produce rice, while farmer lender tend to be matched with those borrowers using land, labour and product links and who were engaged in non-farming activities.

Mohapatra and Mishra (1995) attempted to study the attitude of the farmers about farm credit, credit utilization and causes for defaulting. The study was carried out in five coastal villages of Puri district of Orissa. Multi stage random sampling procedure was adopted for selection of blocks and villages. Ninety small farmers were interviewed. The findings indicated that:

1. Credit affinity of small farmers was more towards institutional sources than non-institutional sources.

2. Mis-utilization of credit was mainly due to poverty and financial burdens.

3. Difficulties in repayment and biased identification of beneficiaries were found to be the major barriers in rural credit.

4. Crop failure, family troubles and personal suffering were major probable causes for defaulting.

Agarwal etal (1997) made an attempt to analyze the rural credit structure and performance in India. The secondary data were gathered for 25 years (1970-71 to 1994-95) from various issues of Reserve Bank of India, Report on Currency and Finance, statistics of NABARD and National Accounts Statistics. The results revealed that the commercial banks had a major market share for term loans and co-operatives for short-term loans. The credit disbursement of commercial banks had been significantly higher in southern region (52 percent) whereas the co-operatives dominated (56 percent) in southern and western regions.

An assessment of the impact of short-term credit on agriculture was made by Saikia (1998) based on a survey conducted in four villages of Titabor development block, Jorhat district, Assam covering 65 beneficiary households and 20 non-beneficiary households of the United Bank of India during 1984. From the analysis it was apparent that the farm households could raise the farm returns at least to some extent by obtaining credit from the bank and the total production rose due to intensifying agriculture.

Basha (1999) analyzed the rural finance provided by the commercial banks in Tiruchirapalli district. The secondary data was compiled from Indian Overseas Bank for the period 1980 to 1996-97. The findings indicated that the major share was covered by agricultural sector for which the allocation was Rs. 177.35 crore.

To analyse the challenging factors influencing the pace of agricultural lending, a study was conducted by Singh (2000). The results revealed that the credit absorption in agriculture sector depended on policies and systems of the credit institutions.

Nair (2000) reviewed the major trends in rural financial intermediation in India by public sector commercial banks in post nationalization period. The secondary data was compiled from the RBI bulletin, EPW Research foundation and CMIE, and Currency and Finance. The study showed that the accent on development banking of commercial banks did weaken considerably in the 1980’s and 1990’s. The All India Debt and Investment Surveys (AIDIS) results explicitly indicated that a deterioration in the pace of increase in outreach of commercial agencies that of decline in non-institutional sources in 1980’s as manifested in the pattern of cash debt distribution. There had been a deceleration in the growth of commercial bank credit to rural areas, in terms of both disbursal and out standings in the late 1980’s and early 1990’s.

An attempt had made by Umesh (2000) in his study to analyze the present status and future scenario of credit. The secondary data were collected from the various issues of Ministry of Agriculture, Government of India pertaining to the year 1951-1996. The results of the study revealed that a dynamic and growing agricultural sector requires adequate finance through institutional agencies to accelerate the overall growth in agricultural production. It was inferred that the adoption rate of modern varieties of crops and other technologies had a positive and significant impact on the demand for institutional credit. It was estimated that the demand would be Rs.229750 during 2001-2002 and the institutional credit had been expanded tremendously during the last two decades.

Shiva Magi (2000) analyzed the direct disbursement and the outstanding of rural credit by various financial agencies in India. The secondary data for the period 1994-95 to 1996-97 were compiled from the issues of Report on Currency and Finance 1997-98. The findings indicated that:

1. The direct disbursement of rural credit by financial agencies increased from Rs. 8491 crore in 1994-95 to Rs. 12,424 crore in 1997-98.

2. The outstanding loans were 49.2 percent during the year 1997.

Singh etal (2000) examined the structure of rural credit of tribal farmers. Two tribal villages namely Murum and Nagri in Kanke block of Ranchi district were selected randomly. Primary data recording source of credit, purpose of loan and amount of loans taken from formal and informal agencies, were collected from the selected farmers. It was observed that among formal credit agencies, commercial banks contributed maximum share in the total credit disbursement and among non-institutional sector, relatives/friends were dominating in rural areas in advancing loans. The analysis also showed that institutional agencies provided only agriculture loans while non-agriculture loans were supplied by non-institutional agencies. Finally, it was identified that income of marginal and small farmers were far behind in respect to expenditure met by farmers during the year which resulted in heavy financial deficit.

2.2. STUDIES RELATING TO RECOVERY AND OVERDUES :


The lending ability of the institutional and non-institutional agencies is determined by the recovery and overdues along with other institutional and non-institutional factors. Non-recovery of loans and overdues restricted the institutional agencies to avail refinance from the NABARD. Thus various studies had been carried out in various regions to analyze the extent of repayment performance in agricultural credit which are reviewed as under.

An empirical evaluation of rural credit management practices and repayment performance in Orissa was made by Patnaik and Misra (1991) in the districts of Ganjam and Phulbani. Eighty borrowers were interviewed and the main findings of the study were as follows:

1. Of the loans advanced by non-institutional agencies, about 75 percent of the borrowers in Phulbani and 85 percent in Ganjam district had fully repaid their loans. Of the institutional loans, not even a single borrower in Ganjam district and 10 percent in Phulbani district had repaid their loans.

2. The concept of write off had induced all the sample borrowers not to repay institutional loans, even though many of them possessed repaying capacity.

3. The indifferent attitude of the bank personnel was also a reason for non-repayment.

According to Rajasekar and Vinod Vyasulu (1991), overdues at the level of 10-15 percent will not normally lead to fund flow problems, as the half-life of credit was very long. Thus 10 percent may be supposed to the level of overdues, which banks can observe if they are functioning with atleast an average level of efficiency under normal conditions, recoveries above 90 percent cannot be expected in the prevailing rural situation.

According to Prasanna Bhat (1993), the recovery performance in agricultural credit showed improvement over the years. But the recovery performance in other priority sector sharply declined from a level of 55 percent in 1984 to 44 percent in 1988, the recovery performance in SSI sector remained more or less same. The recovery performance in total priority sector varied between 41 percent and 45 percent between 1984 and 1988.

Jain and Nahatkar (1993) examined the recovery performance in agricultural credit. Both primary and secondary data were collected from two blocks of Mondia district and from each block, 25 tribal and non-tribal borrowers were selected randomly. The study indicated that the tribal repaid their loan when they borrowed from co-operative agencies, while non-tribal were not repaying loan in time when they borrowed from the same source. However, among all institutional agencies, rate of recovery in co-operative was found to be quite substantial.

Khatkar etal (1994) analyzed the trend in agricultural credit and overdues in Primary Agricultural Credit and Service Societies and Land Development Banks in Haryana. The study showed that, the loan advanced for the installation of tube well had increased significantly. Though the recovery of advances for various purposes had increased, it was not at significant level and thus there was growing of overdues.

To find out the incidence of overdues among different classes of borrowers in rural areas, Gosh (1995) undertook the study on “Overdues in rural credit: The West Bengal scenario”. The study was conducted in Birbhum district of   West Bengal during the year 1993-94. Field survey was undertaken with 500 recipients of Government sponsored programmes. According to the field survey, the incidence of overdues among different categories of borrowers was very high in case of educated unemployed, followed by agricultural and non-agricultural landless labourers. The main reason for overdues was inadequate income generation.

Subbiah (1998) made a study to analyze the difference in the recovery performance among various sectors such as agricultural sector, industrial sector and service sector in Virudhunagar district. The data for the study were collected from the Annual Credit Plan for the period of 1991-1996. The results of Friedman’s F test showed that there was no significant difference in the sector wise recovery performance of financial agencies and the recovery performance in agricultural sector, the industrial and service sectors were statistically same.

Ramachandran and Veerchamy (1999) in their study analyzed the priority sector, recovery and overdue performance in Chennai by commercial bank. The secondary data were collected from the records of Indian Overseas Bank, head office at Chennai. The recovery performance of the bank in the district was satisfactory and it was found to be more than 60 percent. The percentage of overdues to demand showed a declining trend and it was declined to 36.08 percent in 1995 from 47 percent in 1986.

Shiyani and Vyas (1999) examined the comparative performance of credit institutions in promoting agricultural development and overdues in Gujarat. The relevant data were collected and compiled from the various reports of State Level Bankers Committee, Ahmedabad. Tabular analysis was extensively used to achieve the objective of the study. It was found that 48 percent of total bank branches in Gujarat were functioning in rural areas. An alarming situation of total and chronic overdues was noticed in all the banks in Gujarat.

Aroutselvam and Zeaudeen (2000) aimed to study the agricultural credit borrowed and its repayment in two communes (Mannadipet and Madagodipet commune) in Villianur block of Pondicherry. Sixty farmers were interviewed and it was evident from the study that the repayment was regular for crop loans whereas in the case of term loans there were huge amount of overdues. It was also observed that the main reason for non-repayment was the expectation of write off.

An attempt had been by Debabrata Das (2001) to examine the repayment behaviour of borrowers of the Arunachal Pradesh State Co-operative Apex Bank Limited (APSCAB). Respondents were selected from the borrowers registers of the respective branch using random sampling method. It was observed that the repayment behaviour of the sample beneficiaries was very discouraging. Further the study concluded that the timely re-payment of loan and proper utilization of loan would help a banker to circulate credit uninterruptedly, which was necessary for rural development.

2.3. STUDIES RELATING TO DETERMINANTS OF RECOVERY AND OVERDUES :


The previous studies identified the factors such as amount borrowed, consumption expenditure, size of land holding, family size, family labour etc as the determinants of the overdues. The earlier studies which reviewed in relation to factors determining recovery and overdues are given as follows.

Ram and Devi (1990) studied the causes for overdues. The study was carried out in Guntur district, Andhra Pradesh. The survey method was used for collection of data in two villages, village – I with crop loan overdues and village – II with milch cattle loan overdues. The study highlighted that the overdues in village – I was a consequence of natural calamities while in village – II there was wilful default.

Singh and Balishter (1991) analyzed the factors affecting overdues in agricultural credit and estimated the impact of each of the factor on the magnitude of overdues in Agra district of Uttar Pradesh. The Cobb-Douglas regression equation with seven independent variables used was:
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Where Y = Amount of overdues in Rs.

a = Intercept (constant)

X1=Operational size of holding in hectares

X2=Amount borrowed

X3=Amount of loan put under unproductive uses (in Rs)

X4=Repaying capacity in Rs.

X5=Cropping intensity in percentage

X6=Family expenditure in Rs.

X7=Ratio of dependents.

The study showed that out of seven variables selected, six variables such as operational size of holding, amount borrowed, amount of loan put under unproductive uses, repayment capacity, cropping intensity and family expenditure were found to be the important factors affecting overdues.

Lokanandan and Varadharajan (1991) analyzed recovery pattern in crop loans, and the factors affecting repayment of loans in North Arcot district. Both the size of income and its variation from normal were important variables in determining repayment. The size of holding, amount borrowed and gross income of the family had significant effect on the overdue amount. An increase in the size of holding by one hectare, cateris paribus increased the overdues amount by Rs.268. Likewise an increase in amount borrowed by one rupee increased the overdue amount by Rs. 1.12. An increase in gross income of family by one rupee decreased the overdue amount by Rs. 0.02.

Ewola and Williams (1992) made a study on the relationship between the loan recovery and socio-economic variables of age, educational level, social status, family size, size of loan, percentage of loan given in kind, percentage of loan spent on agricultural enterprises and profitability of farm enterprise in Nigeria. Significant relationship were recorded between percentage of loan given in kind, profitability of enterprise and loan recovery. The loans which were given in the form of improved seeds, fertilizers, pesticides, etc reduced the chances of loan diversion for unintended purposes.

Singh and Mruthyanjaya (1992) examined the relationship between credit utilization and overdue of small and marginal farmers. Data were collected from 150 farmers from 6 villages in two blocks of Aligarh district of Uttar Pradesh. The functional analysis was carried out by using Cobb-Douglas type function which gave better fit. The study showed that the extent of overdues were more or less equal to the extent of mis-utilization of funds and it was also found that provision of some credit towards consumption, pre-sanction scrutiny of loan and strict supervision of credit use, credit rationing, development of off-farm sources of income, etc., may improve the repayment capacity of small and marginal farmers and reduce the amount of overdues.

Singh etal (1995) examined the causes for overdues in their study “Agricultural Credit Overdues”. The data were collected through pre-structured schedule which covered sixty farmers in Theog Teshil of Simla district during the year 1993. The analysis revealed that the problem of overdue was quite grave. The factors responsible for overdues were uncertainity in hill agriculture, mis-utilization of loan and the result of after effects of the loan waiver scheme.

Talwar (1996) had made an attempt to analyze the problem and the causes for overdues in Agricultural Development Banks, which played a significant role in providing investment credit support to the agricultural sector. The problem of overdues in these banks were more complex. It was estimated that the causes for overdues in agricultural development banks differed from state to state and from bank to bank. The main important factors influencing overdues were grouped under internal factors and external factors. Some of the internal factors were complexities, inadequate supervision, inadequate efforts for recovery, lack of proper planning, etc. External factors consisted of natural calamities, unfavourable attitudes of certain agencies, ineffective coercive measures, intentional defaults, lack of motivation, etc.

Lakshmi Vignini Jesy (1998) identified the factors discriminating the potential creditors into defaulters and non-defaulters. A two stage random sampling method was used to select 200 borrowers. The linear discriminant analysis was employed to identify the variables discriminating the borrowers into defaulters and non-defaulters. The discriminant function employed was,

      
       n

Z = ( L i X i
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Where  Z = Total discriminant score for defaulters and non-defaulters.

X1  = Educational level: upto SSLC = 0, above SSLC = 1

X2  = Farmers category: up to 1 hectare = 0, above 1 hectare = 1

X3  = Main occupation of borrowers: non agriculture = 0,           

          agriculture = 1

X4  = Variety of seeds used: non HYV = 0, HYV = 1

X5  = Operating area (in hectare)

X6  = Percentage of crop production income to total agricultural        

          income (in Rs)

X7  = Percentage of crop production income to total income of          

          farmers Rs)

                                    X8  = Consumption expenditure (in Rs)

X9  = Fertilizer consumption: below recommended level = 0, above           

          = 1.

X10 = Time of sowing: late sowing = 0, early sowing = 1

X11 = Incidence of pests and diseases: severe attack = 0, normal = 1

X12 = Natural calamities: occurrence = 0, normal condition =1

X13 = Disbursement of loan: untimely = 0,timely =1

X14 = Input-output ratio: below recommended level = 0, above 

                      recommended  level = 1          

X15 = Marketed surplus: absence = 0,presence = 1 and

X16 = Credit gap.

Mahalanobis D2 statistics was used to measure the discriminating distance between the two groups
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Where   n  = Total number of cases

 
 g  = Number of groups

 
 p  = Number of variables

 
 xja  = Mean of  j th variable in group a

  
wi j = Element from the inverse of the co-variance matrix

Group ‘a’ denotes non-defaulters, Group ‘b’ denotes defaulters.

The significance of D2 statistic was tested by

              ( n-1-p) (n 1 n 2)


(((((((   d2 ( f( (p, n-p-1)
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Where n1 & n2 were the number of non-defaulters, defaulters

n = n 1 + n 2
The above discriminant function analysis showed that marketed surplus, time of sowing and credit gap were the major characteristics which discriminated the borrowers of crop loan into defaulters and non-defaulters.

CHAPTER – III

                                           METHODOLOGY

The methodology adopted in the current study on “Borrowing behaviour of farmers - A comparative study of Commercial and Co-operative Banks” 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 the data

3.4. Analytical techniques

3.5. Definition of terms used

3.6. Limitations of the study

 3.1. RATIONALE FOR SELECTING THE PROBLEM :

The commercial and co-operative banks were the major sources of institutional credit to agriculture in India. The share of commercial bank agricultural credit had increased from 50 percent in 1998-1999 to 60 percent in 2003-2004, but the share of co-operative banks had declined from 43 percent to 31 percent in the same period, whereas Regional Rural Banks were the marginal players with 7 percent to 9 percent market share in agricultural credit. Despite the institutional credit to agriculture had grown, the important problem associated with institutional credit was the problem of non-recovery and overdues. The position regarding recovery of agricultural advances of commercial banks showed that only 67 percent of commercial bank credit was recovered and 33 percent of the credit was overdue during 1998-99.

However, a recent study by World Bank and National Council of Applied Economic Research (NCAER) had shown a strikingly contrasting position. The study conducted in Uttar Pradesh and Andra Pradesh revealed that 79 percent of rural households did not have access to a formal bank loan and access was particularly denied to small and marginal farmers as 87 percent of marginal and 69 percent of small farmers did not have access to formal credit. Small and marginal farmers accounted for 78 percent of operational landholdings, but got only 26 percent of public sector banks credit under Special Agriculture Credit Programme (SACP). These farmers faced high vulnerability to risk leading to non-wilful default and consequent credit denial. Tenant farmers and share croppers did not have any access to credit.

In this background, the earlier studies concentrated only on the flow of agricultural credit from various institutional agencies and also the recovery performance. Very few studies compared the flow of agricultural credit from commercial and co-operative banks and credit requirements of the farmers. They did not analyze the borrowing behaviour and did not compare it between the above institutional agencies. Thus the present study compared and contrasted the borrowing behaviour of the commercial and co-operative banks.   

 3.2. SELECTION OF THE AREA :
Coimbatore is one of the agriculturally and industrially advanced districts of TamilNadu. The TamilNadu 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. This district is known for its high yielding varieties in almost cent percent of the cultivated area. The vast black cotton soil of the district is favourable for producing millions of bales of cotton to feed the textile industry. The Siruvani, Atthikadavu and Aliyar dams were the major irrigation sources in the district.

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. Fourty eight commercial banks are functioning in the district. Among various districts in TamilNadu, Coimbatore district contributed the maximum amount of Rs.617.72 crores in the year 2004 towards agricultural credit. It was 21.11 percent to the total priority sector advances in the district. The recovery percentage during the year 2004 was only 76 percent. Recovery camps had been conducted at the block level and 313 crores were recovered. The poor recovery performance during this year was due to drought and unfavourable monsoon conditions. Hence an attempt was made in this district to analyze the pattern of agricultural credit and overdues.

Among 19 community development blocks in Coimbatore district, Thondamuthur block was selected for the reason that it was one of the high agricultural credit intensive block and the amount of institutional agricultural credit provided during 2003-2004 was greater than the district average. Apart from this specific reason, the following were the other factors determined the selection of Thondamuthur block:

 1.
Ninety seven percent of the total population in Thondamuthur block were engaged in agricultural activities. 


2. In Thondamuthur block, the total geographical area was 41450 hectares, of         

which 95.79 percent was the proportion of net sown area to gross cropped   

 area.       

3.   In Thondamuthur block, the marginal and small farmers dominated the               

              other category of farmers.

         4.   The banks were intensively financing agriculture both in terms of amount of                                               

                agricultural advances and the number of farm families financed.

5.   Under the category wise classification of the block, on the basis of ground water   

       potentials, Thondamuthur block is a dark block.

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

The data for the study were collected from both primary and secondary sources. A multi stage random sampling procedure was followed in selecting the sample of borrowed farmers. In the first stage, among 19 community development blocks, Thondamuthur block was selected, as it was one of the high credit intensive block. This block had access for both commercial bank credit and co-operative bank credit. In the next stage, the banks located in the block namely State Bank of India, Indian Overseas Bank, Canara Bank, Primary Agricultural Co-operative Societies and Land Development Banks were selected. From the borrowers list provided by these banks, one hundred borrower farmers during 2003-2004 were selected randomly in the next stage. The distribution of the selected borrower farmers is given in table-1.

TABLE – 2

DISTRIBUTION OF THE SAMPLE BORROWER FARMERS

	S.No
	Farmer category
	Commercial    Banks

(In No)
	Percentage
	Co-operative Banks

(In No)
	Percentage

	1
	Marginal
	4
	28.6
	10
	71.4

	2
	Small
	12
	33.3
	24
	66.7

	3
	Medium
	17
	58.6
	12
	41.4

	4
	Large
	12
	57.1
	9
	42.9

	
	TOTAL
	45
	
	55
	


In the post stratification, it was found that in Thondamuthur block, out of 100 borrowers, 45 farmers borrowed from commercial banks, 55 farmers borrowed from co-operative banks. Of the 100 farmers, 21 were large farmers with five and more than five hectares, 29 were medium farmers with 4-5 hectares and 50 were small and marginal farmers with below two hectares of land holdings.

The survey method was used to collect information from the borrowed farmers. Interview schedules were used to collect information on the socio-economic profile of the farmers, the amount borrowed, amount repaid, overdues, farm and family expenses etc for the period 2002-2003 to 2003-2004. A pilot study was conducted to identify the gaps in the interview schedule. On the basis of the observation made during the pilot study, the schedule was modified and the final survey was conducted with the restructured schedule in the month of December, 2004. (Appendix)

The details of amount of credit, recovery and overdues pertaining to district and block level, block profile, cropping pattern of the farmers etc were collected from the following secondary sources.

1. Annual Credit Plans – 2000-2001 to 2003-2004, Coimbatore district.

2. Lead bank scheme statements of recovery, overdues and advances – 

unpublished documents maintained by the State Bank of India, Canara Bank, Indian Overseas Bank and co-operative banks located in Thondamuthur block.

3. Census of India – 2001, annual population of TamilNadu, published by 

 directorate of census operations, Government of TamilNadu, Chennai.

4. Block statistical handbook maintained in the office of the Assistant               

      Directorate of Statistics, Coimbatore.

            5.  Lending registers of State Bank of India, Canara bank. Indian Overseas        

                 Bank and co-operative bank branches located at Thondamuthur block.

                  6.  TamilNadu- An Economic Appraisal 2000-2001 to 2003-2004, Ministry           

                       of  Finance, Government of TamilNadu, Chennai.

7.    Reserve Bank of India Bulletin, 2004.

8.  Economic Survey [2000-2001 to 2003-2004], Ministry of Agriculture, Government of India.

9. Working group on agricultural credit and co-operation for ninth five year 

                         plan, 1997-1998 to 2001-2002.

                10.  Reserve Bank of India, Report on Currency and Banking, various issues.

3.4. ANALYTICAL TECHNIQUES :

A critical analysis of the methodologies adopted in the studies on agricultural credit and overdues had revealed the extensive application of the regression analysis to estimate the relationship between socio-economic characteristics of the borrowed farmers and the amount of credit availed and overdues. The regression analysis would not reflect the relative contribution of each socio-economic factors to the amount borrowed, to different sources of credit and also to reflect the probability contribution of the factors to the wilful and non-wilful defaulting. A very few analytical studies had used discriminant analysis and logistic analysis, for analyzing the relative contribution and the discriminating power of the socio-economic factors of borrowers between commercial bank and co-operative bank, defaulters and non-defaulters and to estimate the probability contribution of the selected socio-economic factors to the wilful and non-wilful defaulting. Hence the study concentrated on the above analytical tools. The specification of the statistical and econometric tools are as under.

1. MULTIPLE REGRESSION ANALYSIS :

To identify the factors determining the demand for agricultural credit, a credit demand function of the form:

Y = a1x1+a2x2+a3x3+a4x4+a5x5

Was used.

Where,

Y = Demand for credit

X1 = Land holding

X2 = Family labour

X3 = Family size

X4 = Household expenditure per annum

X5 = Utilization of credit

In order to assess the relationship between amount of institutional credit supplied and the supply related factors, a supply function of the form:

Y=a1x1+a2x2+a3x3+a4x4+a5x5+a6x6+a7x7+a8x8+a9x9

Was used.

Where,

Y = Supply of credit

X1 = Land holding

X2 = Crop loan overdues

X3 = Total assets

X4 = Total farm income

X5 = Non farm income

X6 = Family labour

X7 = Cost of production

X8 = Number of crops cultivated

X9 = Cultivated area

To identify the factors determining the gap between demand for credit and supply of credit (credit gap), a credit gap equation of the following form was estimated:

Y = a1x1+a2x2+a3x3+a4x4+a5x5+a6x6+a7x7+a8x8+a9x9

Where,

Y = Credit gap

X1 = Land holding

X2 = Crop loan overdues

X3 = Total assets

X4 = Total farm income

X5 = Non farm income

X6 = Family labour

X7 = Cost of production

X8 = Number of crops cultivated

X9 = Cultivated area

2. DISCRIMINANT ANALYSIS TO IDENTIFY THE BORROWING BEHAVIOUR:

To identify the socio-economic factors, which discriminated the borrowers to borrow from commercial banks and to borrow from co-operative banks, the discriminant analysis was carried out by taking into account of nine socio-economic characteristics such as education, land holding, crop loan amount, family size, non farm income, household expenditure per annum, utilization of credit, cost of production and family labour.

Out of the 100 farmer respondents, 45 were commercial bank borrowers and 55 were co-operative bank borrowers. It was assumed that certain socio-economic factors were associated with commercial bank and co-operative bank borrowing. Hence to identify the factors responsible and to discriminate the borrowers to borrow from commercial (Group I) and co-operative banks (Group II), a linear multiple discriminant  function of the form:

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

Was used.

Where,

Z = Total discriminant score for, commercial and co-operative bank            

       borrowers

X1 = Education

X2 = Land holding

X3 = Crop loan amount

X4 = Family size

X5 = Non farm income

X6 = Household expenditure per annum

X7 = Utilization of credit

X8 = Cost of production

X9 = Family labour

3. DISCRIMINANT ANALYSIS TO CLASSIFY THE DEFAULTERS AND NON-        

               DEFAULTERS :

Among 100 borrowers, 83 borrowers did not repay the loan were defaulters and those 17 borrowers repaid the loan were non-defaulters. Thus, to identify the factors which discriminated the borrowers into non-defaulters (Group I) and defaulters (Group II), a discriminant function of the following form was used:

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

Z = Total discriminant score for, non-defaulters and defaulters

X1 = Education

X2 = Land holding

X3 = Crop loan amount

X4 = Family size

X5 = Non farm income

X6 = Household expenditure per annum

X7 = Utilization of credit

X8 = Cost of production

X9 = Family labour

X10 = Farm capital expenditure

4. LOGISTIC REGRESSION ANALYSIS :

Logistic Regression Analysis was applied to find out the probability (odds) of becoming willful defaulter and non-wilful defaulter in relation to the set of variables such as family income, land holding, total farm income, consumption expenditure, source of credit and interest rate. The wilful and non-wilful defaulting were defined as if it was willful default, the dummy value one was allotted and zero was allotted if there was non-wilful default.  

Since the dependent variable was a dummy variable, which cannot be directly used as in multiple regression, a ratio called odds was introduced here.

                                   P

Odds Ratio =  (((
                                (1-P)

Where P was the proportion of number of respondents of wilful defaulters and (1-P) was the proportion of non-wilful defaulters to the total number of defaulters. The Logistic Regression (LR) model was constructed as:

                        P

Log  ((( = a0+a1x1+a2x2+a3x3+a4x4+a5x5+a6x6

        
         (1-P)

Where P was the probability of becoming wilful and non-wilful defaulter

X1 = Family income

X2 = Land holding

X3 = Total farm income

X4 = Consumption expenditure

X5 = Source of credit

X6 = Interest rate

                         P

         
         ((( was the Odds Ratio (OR)

         
          (1-P)

After solving the equation, P was found out in relation to each independent variables. Goodness of fit of the model, that is, how well the model fits the data was explained by the term –2 Log Likelihood (-2LL). The –2 Log Likelihood was tested using Chi-square and the significance was noted. The test statistics ‘Cox and Snell-R square’  and ‘Nagelkerke-R square’ ( which are pseudo R square measures, similar to R square values in ordinary multiple regression) were used to measure the contribution of set of independent variables on the dependent variables.

3.5. DEFINITION OF THE TERMS USED :

CROP LOAN :

Crop loan is given by the commercial banks and 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 of 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 borrower 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 commercial banks and land development banks to enable the farmers for the purpose of purchasing agricultural machineries, land development, dug well etc and the full maturity time period of the loan given for the above purposes is more than three years.

OVERDUES :

The term ‘overdues’ means the amount of loan supplied which remained unpaid beyond the time limit prescribed for repayment. It excludes the amount of loan for which the government has extended the time of repayment and remaining unpaid before such extended time and includes the amount remaining after extended time limit.

REPAYMANT PERFORMANCE :

Repayment performance refers to the repayment behaviour of farmer borrowers, the repayment of loans within the prescribed time limit, and the amount repaid against the supply within the time limit for credit.

DEFAULTERS :

A farmer borrower who did not repay the loan within the specified and extended time was defined as defaulter.

WILFUL DEFAULTER :

A farmer borrower was considered as wilful defaulter if he did not repay the loan borrowed even while having sufficient repaying capacity.

NON-WILFUL DEFAULTER :
Non-wilful defaulter was defined as the defaulter who did not have sufficient repaying capacity to repay the loan and had genuine reason for default.

SOCIO-ECONOMIC STATUS :

The term ‘socio-economic status’ refers to a farmer member’s status in his community as measured by his caste rank, formal education, value and type of land possessed, annual income etc.

3.6. LIMITATIONS OF THE STUDY :

1. The determinants of agricultural credit, borrowing behaviour and overdues were identified based on the demand, supply and overdues for short period. Case studies on determinants of agricultural credit, borrowing behaviour and overdues based on long period data may be more useful for policy approach than the studies based on short period data. The time behaviour of the overdues and agricultural credit reflect the true picture of the agricultural credit scenario and overdue position.

2. Bank wise distribution of credit, amount of recovery and overdues were not analyzed which would help to strengthen the weak financial institution in agricultural credit coverage and performance.

3. The impact of agricultural credit on agricultural production, income and expenditure and thereby on welfare was completely excluded from the analysis. The analysis of the above welfare effect may be more useful for suggesting suitable recommendations to improve the standard of living of farm community.

4. The extent and pattern of credit utilization and factors determining mis-utilisation of loan were not undertaken in the study which would help proper agricultural credit management.

5. The cost aspect of borrowing, lending and overdues were not analyzed in the study. The factors responsible for overdues from the bankers side were not dealt with.

6. The study of the impact of recovery schemes on agricultural credit recovery such as recovery melas and recovery camps had been ignored in the analysis.

CHAPTER – IV

RESULTS AND DISCUSSION

Results pertaining to the study on “Borrowing behaviour of farmers – A comparative study of Commercial and Co-operative Banks” are discussed under the following heads:

4.1. Socio Economic Status of the borrowers

4.1.1. Education

4.1.2. Family Size

4.1.3. Land Holding

4.1.4. Cropping Pattern

4.1.5. Farm Income

4.1.6. Consumption Expenditure

4.2. Distribution of credit:

4.2.1. Farmer category wise and purpose wise distribution of agricultural       

          
           credit.

4.2.2. Farmer category wise and crop wise distribution of crop loan

            4.2.3. Farmer category wise and purpose wise distribution of investment                

                       loan.

4.2.4. The coverage and quantum of credit.

4.3. Borrowing behaviour - Discriminant analysis.

4.4. Determinants of credit:

4.4.1. Demand for credit – Regression Analysis

4.4.2. Supply of credit – Regression Analysis

4.5. Credit gap

4.6. Determinants of credit gap

4.7. Determinants of Repayment - Discriminant analysis to classify defaulters and              

        non-defaulters

4.8. Distribution of overdues:

4.8.1. Farmer category wise distribution of supply, repayment (collection)                      

                       and overdues of  crop loan.

4.8.2. Crop wise and farmer category wise distribution of crop loan    

         overdues.

4.8.3. Distribution of investment loan overdues.

                       4.8.4. Farmer category wise and purpose wise supply, repayment          

                     (collection) and overdues of investment loan.

4.9. Determinants of overdues – Logistic Regression Analysis.

4.10. Reasons for overdues – Borrowers Angle.

4.1. SOCIO-ECONOMIC STATUS OF THE BORROWERS :

The socio-economic condition may vary from region to region and even between farmer to farmer in the same region. Hence, it is necessary to examine the variation in socio-economic conditions among different categories of farmers. The socio-economic status of the farmers in terms of their education, size of the family, land holding, cropping pattern, farm income and consumption expenditure are discussed as under.

4.1.1. 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. Thus the educational status of the farmers was analyzed and table-3 shows the educational status of the farmers.

TABLE – 3

FARMER CATEGORYWISE DISTRIBUTION OF EDUCATION OF BORROWERS            

                                                                                                   [In Number]                                                                                                             

	Category
	Illiterate
	Primary
	Secondary
	Higher secondary
	College
	TOTAL

	Marginal
	6
	1
	4
	2
	1
	14

	Small
	6
	13
	12
	4
	1
	36

	Medium
	9
	10
	5
	2
	3
	29

	Large
	3
	5
	8
	2
	3
	21

	TOTAL
	24
	29
	29
	10
	8
	100


Among various categories of farmers, the educated small farmers were higher (36) in number. It was observed that most of the farmers had primary and secondary level of education and twenty four percent of the farmers were illiterates.

4.1.2. FAMILY SIZE :

The size of family is an important determinant of recovery and overdues as the income is spent according to the family size. Table-4 reveals the family size of the borrowers.

TABLE – 4

FARMER CATEGORY WISE DISTRIBUTION OF FAMILY SIZE

                                                                                               [In Number]

	Category of farmers
	Below 4 members
	4-5 members
	6 & above
	TOTAL

	Marginal
	9
	5
	-
	14

	Small
	20
	16
	-
	36

	Medium
	9
	17
	3
	29

	Large
	8
	10
	3
	21

	TOTAL
	46
	48
	6
	100


It was found that, majority of the farmers (48) had medium family size and forty six farmers had the small family size. Only less number (6) of borrower farmers had the large family size in which six and above number of family members.

4.1.3. LAND HOLDING :

The ownership of agricultural land is an essential factor, which qualifies him for institutional credit for agriculture. Therefore the extent of land owned is an important variable in the analysis. Table-5 shows the distribution of land holding based on the farmers’ category.

TABLE – 5

FARMER CATEGORY WISE DISTRIBUTION OF LAND HOLDING

	Category of farmers
	Land size [in hectares]
	Percentage

	Marginal
	11.03
	3.84

	Small
	51.60
	17.96

	Medium
	66.17
	23.04

	Large
	158.44
	55.16

	TOTAL
	287.23
	100.00


The above table revealed that, the high concentration of land holding was with the large farmers though they were less in number compared to small and medium farmers. The land holding of large farmers contributed 55 percent to the total land holding and the total land holding of marginal and small farmers were less as compared with other categories of farmers.
4.1.4. CROPPING PATTERN :

Cropping pattern depends on the irrigational facilities, seasonal factors, attitude and the knowledge of the farmers on various crops. The cropping pattern alters the allocation of credit on various crops and the repayment capacity of farmers. Hence the cropping pattern of different category of the farmers was analyzed and shown in table-6.

TABLE – 6

FARMER CATEGORY WISE DISTRIBUTION OF CROPPING PATTERN

                                                                                                         [In Hectare]

	Crop
	Category of farmers
	TOTAL

	
	Marginal
	Small
	Medium
	Large
	

	Avarai
	
	2.02
	2.83
	
	4.85

	Banana
	
	
	5.26
	4.04
	9.31

	Brinjal
	0.20
	
	
	
	0.20

	Coconut
	5.87
	18.82
	16.19
	15.79
	56.66

	Cotton
	1.01
	2.83
	0.80
	0.81
	5.46

	Groundnut
	
	
	
	2.02
	2.02

	Grapes
	1.62
	
	1.42
	
	3.04

	Onion
	0.81
	1.21
	0.81
	8.09
	10.92

	Paddy
	0.81
	1.62
	2.22
	4.85
	9.51

	Sugarcane
	
	0.40
	3.64
	2.63
	6.68

	Cholam
	0.81
	42.70
	16.59
	11.94
	72.03

	Tomato
	1.61
	2.02
	0.81
	
	4.45

	Turmeric
	1.42
	9.71
	12.95
	30.76
	54.84

	Pumpkin
	
	
	0.40
	0.40
	0.80

	Chilli
	
	0.40
	
	0.40
	0.81

	Gourd
	
	
	
	0.40
	0.40

	Horsegram
	
	
	0.40
	0.40
	0.80

	Snakegourd
	
	
	1.42
	
	1.42

	TOTAL
	14.16
	81.73
	65.74
	82.53
	244.2


The total area under various crops was 244.2 hectares, which was less than the total land holding area of 287.23 hectares. Cholam (72.03 hectares) was the main crops which dominated the other crops namely Coconut (56.66 hectares), Turmeric (54.84 hectares), Onion (10.92 hectares) and other crops. The area of cultivation under Brinjal was only 0.20 hectares. The dominance of Cholam in the cropping pattern was due to the unfavourable monsoon condition for other crops in that time period. The cropping pattern in the Thondamuthur block showed that the farmers concentrated not only with traditional cropping pattern but also with modern and commercial crops such as grapes etc. 

4.1.5. 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. Table-7 shows the per borrower farm income of the farmers.

TABLE – 7

FARMER CATEGORY WISE DISTRIBUTION OF FARM INCOME
	Farmer category
	Farm income          (in Rs)
	Percentage
	Per borrower income (in Rs)

	Marginal
	4,48,700.00
	9.64
	32,050.00

	Small
	15,26,788.00
	32.81
	42,410.78

	Medium
	14,32,550.00
	30.78
	49,398.28

	Large
	12,45,750.00
	26.77
	59,321.43

	TOTAL
	46,53,788.00
	100.00
	46,537.88

	Average
	11,63,447
	
	


The above table revealed that the per borrower income was higher for the large farmers category. It was also observed that the per borrower farm income of the farmers had increased along with the increase in size of land holding. Thus, the large farmers were in good economic position.

4.1.6. CONSUMPTION EXPENDITURE :

Out of the total income of the farmers, major share is spent on consumption expenditure, which also influences the repaying behaviour of the farmers. Table-8 shows the distribution of farm expenditure of the farmers.

TABLE – 8

FARMER CATEGORY WISE DISTRIBUTION OF CONSUMPTION EXPENDITURE

	Farmer category
	Expenditure (in Rs)
	Percentage
	Per household expenditure (in Rs)

	Marginal
	4,65,648.00
	12.45
	33,260.57

	Small
	12,37,276.00
	33.12
	34,368.78

	Medium
	11,28,186.00
	30.20
	38,902.97

	Large
	9,05,128
	24.23
	43,101.33

	TOTAL
	37,36,238.00
	100.00
	37,362.38


It was observed from the table-8 that the per household consumption expenditure had increased as farm size increased. It was due to the higher expenditure on non-food items as the farm size increased.

4.2. DISTRIBUTION OF CREDIT :

Credit is one of the per-requisites for farmers to increase the agricultural output in the process of agricultural development of a country. In the current risky economic environment, credit should be managed as closely and as carefully as other production inputs. Provision of institutional credit to agriculture has assumed growing significance in the new strategy for agricultural development. The distribution of agricultural credit was analyzed under the following heads:

4.2.1. Farmer category wise and purpose wise distribution of agricultural credit.

4.2.2. Farmer category wise and crop wise distribution of crop loan.

4.2.3. Farmer category wise and purpose wise distribution of investment loan.

4.2.4. The coverage and quantum of credit.                 

4.2.1. FARMER CATEGORY WISE AND PURPOSE WISE DISTRIBUTION OF        

           AGRICULTURAL CREDIT :

The commercial and co-operative banks were the important sources of institutional credit to agriculture. The commercial banks provided both crop loan and investment loan. The short term loan (crop loan) of the co-operatives was provided by the Primary Agricultural Co-operative Societies and the investment loan (purchase of tractor, land development etc) was provided by the Land Development Banks, which were the two wings of co-operatives.

The distribution of agricultural credit to farmers in the selected block by the commercial and co-operative banks were analyzed and given in below table-9 and table-10.

TABLE – 9

FARMER CATEGORY WISE DISTRIBUTION OF CROP LOAN FROM COMMERCIAL AND CO-OPERATIVE BANKS

	Farmer category
	Institutional source of credit
	TOTAL

	
	Commercial banks
	Co-operative banks
	

	
	Number of account
	Amount    (in Rs)
	Number of account
	Amount    (in Rs)
	

	Marginal
	4
	1,25,000.00
	10
	3,52,000.00
	4,77,000.00

	Small
	12
	3,46,000.00
	24
	7,93,800.00
	11,39,800.00

	Medium
	17
	7,02,000.00
	12
	5,06,000.00
	12,08,000.00

	Large
	12
	5,30,000.00
	9
	4,50,000.00
	9,80,000.00

	TOTAL
	45
	17,03,000.00
	55
	21,01,800.00
	38,04,800.00


TABLE – 10

FARMER CATEGORY WISE DISTRIBUTION OF INVESTMENT LOAN FROM COMMERCIAL AND CO-OPERATIVE BANKS

	Farmer category
	Institutional source of credit
	TOTAL

	
	Commercial Banks
	Co-operative Banks
	

	
	Number of accounts
	Amount

(in Rs)
	Number of accounts
	Amount

(in Rs)
	Number of accounts
	Amount

(in Rs)

	Marginal
	-
	-
	4
	80,000

(19.66)
	4
	80,000

(8.82)

	Small
	2
	4,50,000

(90.00)
	5
	1,70,000

(41.77)
	7
	6,20,000

(68.36)

	Medium
	-
	-
	5
	1,17,000

(28.74)
	5
	1,17,000

(12.90)

	Large
	1
	50,000

(10.00)
	1
	40,000

(9.83)
	2
	90,000

(9.92)

	sTOTAL
	3
	5,00,000

(100.00)
	15
	4,07,000

(100.00)
	18
	9,07,000

(100.00)


Note : Figures in parentheses indicate percentages to column total.

Of the 100 farmer respondents, all of them were the borrowers of crop loan, whereas 18 farmers borrowed both crop loan and investment loan. The total crop loan availed by the commercial bank borrowers was amounted to Rs.17,03,000 whereas the borrowers of co-operative banks availed the loan amount of Rs.21,01,800. The number of accounts in crop loan was higher for small farmers. However, the total amount sanctioned was higher for the medium farmers. This may be due to the fact of the availability of loan depends on the area under cultivation.

Among 45 crop loan borrowers of commercial banks, both the number of accounts and the amount sanctioned were higher for the medium farmers’ category. The medium farmers were large in number and they wanted to borrow more from commercial banks. Out of 55 co-operative bank crop loan borrowers, the small farmers were availed greater amount of loan. It was also noted that the amount of crop loan sanctioned by the co-operative societies was greater than the commercial banks. It showed the greater coverage of Primary Agricultural Co-operative Societies located in the area in crop loan distribution.

            The investment loan was given by both commercial and co-operative (Land development banks) banks to improve the farm infrastructural facilities. Out of eighteen farmers who borrowed investment loan, three of them were the borrowers of commercial banks and 15 of them were the borrowers of co-operative banks. (Land development banks)

It was observed from the table-10 that the marginal and medium farmers did not avail investment loan from the commercial banks. But all the category of farmers had availed investment loan from the land development banks. Among various categories of commercial bank and co-operative bank investment loan borrowers, the small farmers were the major beneficiaries, 90 percent of the total loan was for small farmers from commercial banks and 41.77 percent from co-operative societies. This proportion was the largest one than the other category of farmers.

4.2.2. FARMER CATEGORY WISE AND CROP WISE DISTRIBUTION OF CROP LOAN:
The crop loan is provided for all types of crops. It is a short term loan covered a maximum period of one year. The distribution of crop loan among various categories of farmers by commercial and co-operative banks are shown in table-11 and table-12.

TABLE – 11

FARMER CATEGORY WISE AND CROP WISE DISTRIBUTION OF CROP LOAN – COMMERCIAL BANKS

	Crops
	Type of farmer
	TOTAL

	
	Marginal
	Small
	Medium
	Large
	

	
	No. of

Farmers
	Loan

amount
	No. of

Farmers
	Loan

amount
	No. of

Farmers
	Loan

amount
	No. of

Farmers
	Loan

amount
	No. of

Farmers
	Loan

amount

	Avarai
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Banana
	-
	-
	-
	-
	3
	71,000

(10.11)
	1
	75,000

(14.15)
	4
	1,46,000

(8.57)

	Coconut
	3
	1,05,000

(84.00)
	4
	1,50,000

(43.35)
	5
	2,66,000

(37.89)
	1
	2,00,000

(37.74)
	13
	7,21,000

(42.34)

	Cotton
	-
	-
	2
	25,000

(7.23)
	-
	-
	1
	15,000

(2.83)
	3
	40,000

(2.35)

	Groundnut
	-
	-
	-
	-
	-
	-
	1
	20,000

(3.77)
	1
	20,000

(1.17)

	Grapes
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Onion
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Paddy
	-
	-
	1
	16,000

(4.62)
	-
	-
	2
	40,000

(7.55)
	3
	56,000

(3.29)

	Sugarcane
	-
	-
	-
	-
	1
	30,000

(4.27)
	-
	-
	1
	30,000

(1.76)

	Cholam
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Tomato
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Turmeric
	1
	20,000

(16.00)
	6
	1,55,000

(44.80)
	11
	3,35,000

(47.72)
	6
	1,80,000

(33.96)
	24
	6,90,000

(40.52)

	TOTAL
	4
	1,25,000

(100.00)
	13
	3,46,000

(100.00)
	20
	7,02,000

(100.00)
	12
	5,30,000

(100.00)
	49
	17,03,000

(100.00)


Note : Figures in parentheses indicate percentages to column total.

TABLE-12

FARMER CATEGORY WISE AND CROP WISE DISTRIBUTION OF CROP LOAN – CO-OPERATIVE BANKS

	Crops
	Type of farmer
	TOTAL

	
	Marginal
	Small
	Medium
	Large
	

	
	No. of

Farmers
	Loan

Amount
	No. of

Farmers
	Loan

amount
	No. of

Farmers
	Loan

amount
	No. of

Farmers
	Loan

amount
	No. of

Farmers
	Loan

amount

	Avarai
	-
	-
	1
	10,000

(1.26)
	-
	-
	-
	-
	1
	10,000

(0.48)

	Banana
	-
	-
	-
	-
	2
	51,000

(10.08)
	-
	-
	2
	51,000

(2.43)

	Coconut
	2
	1,10,000

(31.25)
	9
	4,25,000

(53.54)
	2
	1,30,000

(25.69)
	-
	-
	13
	6,65,000

(31.64)

	Cotton
	2
	19,000

(5.40)
	1
	21,000

(2.65)
	-
	-
	-
	-
	3
	40,000

(1.90)

	Groundnut
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Grapes
	1
	1,00,000

(28.41)
	-
	-
	2
	1,20,000

(23.72)
	-
	-
	3
	2,20,000

(10.47)

	Onion
	1
	10,000

(2.84)
	1
	8,000

(1.01)
	-
	-
	1
	40,000

(8.89)
	3
	58,000

(2.76)

	Paddy
	1
	13,000

(3.69)
	1
	10,800

(1.36)
	-
	-
	-
	-
	2
	23,800

(1.13)

	Sugarcane
	-
	-
	-
	-
	2
	80,000

(15.81)
	1
	2,00,000

(44.44)
	3
	2,80,000

(13.32)

	Cholam
	1
	10,000

(2.84)
	3
	1,37,000

(17.26)
	2
	25,000

(4.94)
	3
	80,000

(17.78)
	9
	2,52,000

(11.99)

	Tomato
	2
	30,000

(8.52)
	3
	49,000

(6.17)
	-
	-
	-
	-
	5
	79,000

(3.76)

	Turmeric
	2
	60,000

(17.05)
	8
	1,33,000

(16.75)
	3
	1,00,000

(19.76)
	5
	1,30,000

(28.89)
	18
	4,23,000

(20.13)

	TOTAL
	12
	3,52,000

(100.00)
	27
	7,93,800

(100.00)
	13
	5,06,000

(100.00)
	10
	4,50,000

(100.00)
	62
	21,01,800

(100.00)


Note : Figures in parentheses indicate percentages to column total.

It is evident from the table that the commercial banks had provided loan for Coconut, Turmeric, Banana, Paddy, Cotton, Groundnut and Sugarcane. For Coconut, the loan was given only for the maintenance of the crop. Both the number of accounts and the amount were higher for coconut (42.34 percent) and turmeric (40.52). Only the least amount of loan was provided towards the other crops such as Banana, Paddy, Cotton, Groundnut and Sugarcane.

Among the co-operative bank borrowers, they also borrowed greater amount of loan for the purpose of Coconut maintenance, which alone contributed 31.64 percent to the total co-operative loan of all crops, followed by the turmeric cultivation (20.13 percent). Only 0.48 percent of crop loan was provided to Avarai and 1.13 percent to Paddy.

The above analysis revealed that both commercial and co-operative banks provided greater amount of loan for coconut and turmeric. It was due to the fact that the cultivation of coconut and turmeric dominated in the cropping pattern. The scale of finance fixed by the lead bank for these crops was also greater and thereby the above crops had availed greater amount of loan.

4.2.3. FARMER CATEGORY WISE AND PURPOSE WISE DISTRIBUTION OF 

           INVESTMENT LOAN :

Investment loans are provided in agriculture to meet the fixed capital requirements for creating adequate infrastructure to adopt new strategy of production. The core of new production strategy implies the application of heavy doses of fertilizers, intensive irrigation, modern equipments etc, which essentially assume the development of an adequate infrastructure on the farm. Investment loans are sanctioned for the establishment of bore wells, land development, purchase of bullock carts\livestock, tractor, electric motor etc. Table-13 shows the purpose wise and farmer category wise distribution of investment loan.

TABLE-13

FARMER CATEGORY WISE AND PURPOSE WISE DISTRIBUTION OF

INVESTMENT LOAN

                                                                                                          (Amount in Rs)

	Institutional credit
	Investment purpose
	Type of farmer

	
	
	Marginal
	Small
	Medium
	Large

	
	
	No.of farmers
	Loan amount
	No.of farmers
	Loan amount
	No.of farmers
	Loan amount
	No. of farmers
	Loan amount

	Commercial Banks
	Dug wells
	-
	-
	-
	-
	-
	-
	-
	-

	
	Bore wells
	-
	-
	-
	-
	-
	-
	-
	-

	
	Electric motors
	-
	-
	-
	-
	-
	-
	1
	50,000

(55.56)

	
	Land development
	-
	-
	1
	50,000

(8.06)
	-
	-
	-
	-

	
	Tractors
	-
	-
	1
	4,00,000

(64.52)
	-
	-
	-
	-

	
	Purchase of livestock
	-
	-
	-
	-
	-
	-
	-
	-

	Co-operative Banks
	Dug wells
	1
	20,000

(25.00)
	-
	-
	3
	62,000

(52.99)
	1
	40,000

(44.44)

	
	Bore wells
	3
	60,000

(75.00)
	3
	70,000

(11.29)
	1
	25,000

(21.37)
	-
	-

	
	Electric motors
	-
	-
	-
	-
	-
	-
	-
	-

	
	Land development
	-
	-
	1
	50,000

(8.06)
	-
	-
	-
	-

	
	Tractors
	-
	-
	-
	-
	-
	-
	-
	-

	
	Purchase of livestock
	-
	-
	1
	50,000

(8.06)
	1
	30,000

(25.64)
	-
	-


Note : Figures in parentheses indicate percentages to column total.

Of the total 18 borrowers of the investment loan, who borrowed from the commercial and land development banks (co-operative banks), the major share of the total credit was disbursed towards the purpose of purchase of tractor (44.1 percent). Among the farmers category, the small farmers borrowed greater amount for investment purpose (68.36 percent) and it was due to the large proportion of small farmers in the sample. They had availed major share of loan amount from commercial banks for the purchase of tractor. The medium farmers availed it for dug wells from co-operatives and the large farmers for electric motors from commercial banks.

4.2.4. THE COVERAGE AND QUANTUM OF CREDIT :

In order to understand the coverage and quantum of credit, per account, per hectare and per capita loan for all category of farmers were computed. Table-14 and table-15 shows the distribution of per borrower, per hectare and per capita crop and investment loans.

TABLE – 14

FARMER CATEGORY WISE DISTRIBUTION OF PER BORROWER, PER HECTARE AND PER CAPITA CROP LOAN

                                                                                                          (Amount in Rs)

	Farmer category
	Per borrower
	Per hectare
	Per capita

	
	Commercial banks
	Co-operative banks
	Commercial banks
	Co-operative banks
	Commercial banks
	Co-operative banks

	
	Amount
	Amount
	Amount
	Amount
	Amount
	Amount

	Marginal
	31,250.00
	35,200.00
	37,373.88
	30,928.68
	14,791.67
	10,226.67

	Small
	28,833.33
	33,075.00
	23,258.78
	25,586.11
	10,361.11
	10,723.61

	Medium
	41,294.12
	42,166.67
	22,354.94
	30,150.87
	10,511.76
	12,721.03

	Large
	44,166.67
	50,000.00
	14,288.50
	31,203.93
	11,069.44
	14,888.89


TABLE – 15

FARMER CATEGORY WISE DISTRIBUTION OF PER BORROWER, PER HECTARE AND PER CAPITA INVESTMENT LOAN

                                                                                                          (Amount in Rs)

	Category of farmer


	Per borrower
	Per hectare
	Per capita

	
	Commercial

Banks
	Co-operative

Banks
	Commercial

Banks
	Co-operative

Banks
	Commercial

Banks
	Co-operative

Banks

	
	Amount
	Amount
	Amount
	Amount
	Amount
	Amount

	Marginal
	-
	20,000.00
	-
	24,710.00
	-
	10000.00

	Small
	2,25,000.00
	34,000.00
	1,85,325.00
	21,621.25
	79,166.67
	15,333.33

	Medium
	-
	23,400.00
	-
	12,823.86
	-
	6,133.33

	Large
	50,000.00
	40,000.00
	16,473.33
	7,603.08
	12,500.00
	10,000.00


It was observed from the table that, among the commercial bank borrowers, the per borrower crop loan disbursed to different categories of farmers had a positive relationship with farm size except for small farmer category. It was because, the loans were given to the farmers on the basis of scale of finance for different crops and also the size of operational land holdings. It revealed that the borrowers of commercial banks had received their crop loan according to the guidelines of the credit policy of the banking sector. The per borrower crop loan was observed to be comparatively less for small farmers than the other category of farmers. It was due to greater number of small farmers. It showed that the small farmers category had inadequate coverage of crop loan. The same observation was made in relation to the per borrower crop loan of the co-operative societies.

The per hectare crop loan for the borrowers of commercial banks had declined along with the size of land holding. The large farmers category had availed only Rs. 14,288.50 for crop rising per hectare. It may be due to the fact that the farmers may have adequate financial position to meet the cost of production. On the other hand, for co-operative bank, the quantum of per hectare credit was more or less equal for marginal, medium and large farmers.

The distribution of per capita crop loan was greater for marginal and large farmers who borrowed from commercial banks whereas it was for medium and large farmers who borrowed from co-operative banks. The least amount of per capita crop loan was observed for the small farmers of commercial banks and for marginal farmers of co-operative banks. It was due to greater family size for small farmers and comparatively less amount of crop loan distribution for the marginal farmers borrowed from co-operatives.

The amount of per borrower investment loan distributed by the commercial bank was found to be higher for small farmers category though they were higher in number. It was due to the fact that the small farmers had availed greater amount of loan for the purchase of tractor for which the scale of finance was observed to be higher. On the other hand, it was higher for large farmer borrowers from the co-operative banks.

The per hectare investment loan had declined along with the farmers category for both commercial banks and co-operative banks. Therefore, the per hectare investment loan sanctioned by both commercial and co-operative banks were not in proportion to the land holding.

The per capita investment loan was higher for small farmers category from both commercial and co-operative banks, though the family size was greater for small farmers. It showed that the major beneficiaries of investment loan were the small farmers.

4.3. BORROWING BEHAVIOUR - DISCRIMINANT ANALYSIS :

To identify the socio-economic factors which were responsible for discriminating the borrowers in to commercial bank borrowers and co-operative bank borrowers, discriminant analysis was carried out.

Out of 100 borrowers of institutional agencies, 45 borrowers were the commercial bank borrowers and 55 borrowers were the co-operative bank borrowers. It was assumed that certain socio-economic factors were associated with the borrowing behaviour of the borrowers. Those factors were education, land holding, crop loan amount, family size, non farm income, household expenditure per annum, utilization of credit, cost of production and family labour which were put into the discriminant analysis.

The first step in the discriminant analysis was the estimation of the mean and standard deviation of the included variables. The mean and standard deviation of the variables which were included in the discriminant analysis are shown in table-16.

TABLE – 16

MEAN AND STANDARD DEVIATIONS OF SELECTED VARIABLES

	Factors
	Commercial banks
	Co-operative banks

	
	Mean
	Standard deviation
	Mean
	Standard deviation

	Education (X1)
	1.4444
	1.1591
	1.5273
	1.2301

	Land holding(X2)
	3.6243
	5.5616
	2.2571
	2.2823

	Crop loan amount (X3)
	37,844.4444
	29,716.0467
	38,214.5455
	34,601.5169

	Family size (X4)
	3.6889
	1.1643
	3.6000
	1.1155

	Non farm income (X5)
	6,111.1111
	18,336.7765
	4,272.7273
	12,678.6559

	Household expenditure per annum (X6)
	38,623.8667
	27,634.5592
	36,330.2545
	15,159.0347

	Utilization of credit (X7)
	.2222
	.4204
	.2182
	.4168

	Cost of production (X8)
	1,06,680.9111
	1,40,646.7018
	63,203.0909
	60,996.6589

	Family labour (X9)
	325.2222
	1,280.2792
	577.9091
	1,910.6245


The borrowers of commercial bank, possessed greater size of land holding, higher amount of non farm income, farm and household expenditure per annum, whereas the borrowers of co-operative banks, borrowed greater amount of loan, possessed greater value of family labour and education.

Initially, to test the mean differences between the selected groups, Wilk’s Lambda (U-statistics) and its equivalent univariate F-test (one way analysis variance) were calculated. The value of Wilk’s Lambda and the ‘F’ ratio for the selected variables are shown in table-17

TABLE – 17

WILK’S LAMBDA (U-STATISTICS) OF THE SELECTED VARIABLES

	Factors
	Wilk’s lambda
	F ratio

	Education (X1)
	.999
	.118

	Land holding (X2)
	.973
	2.761

	Crop loan amount (X3)
	1.000
	.003

	Family size (X4)
	.998
	.151

	Non farm income (X5)
	.996
	.349

	Household expenditure per annum (X6)
	.997
	.277

	Utilization of credit (X7)
	1.000
	.002

	Cost of production (X8)
	.958
	4.280*

	Family labour (X9)
	.994
	.575


* - Significant at five percent level.

When 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 approached one for all the factors except for the cost of production. The co-efficient of wilk’s lambda for the cost of production was significant at five percent level and it was not approximated to one. It showed that the borrowers of commercial and co-operative banks differed widely in relation to cost of production.

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

TABLE – 18

CORRELATION BETWEEN DISCRIMINATING VARIABLES AND CANONICAL DISCRIMINANT FUNCTION

	Factors
	Correlation  co-efficient

	Cost of production (X8)
	.752

	Land holding (X2)
	.604

	Family labour (X9)
	-.276

	Non farm income (X5)
	.215

	Household expenditure per annum (X6)
	.191

	Family size (X4)
	.141

	Education (X1)
	-.125

	Crop loan amount (X3)
	-.021

	Utilization of credit (X7)
	.017


The table-18 exhibits the pooled within group correlation between the discriminating variables and canonical discriminant function. The correlation co-efficients were ranked according to their contribution in the discriminant function. It was apparent from the table that the cost of production had the highest contribution in the function with co-efficient of .752. On the other hand, the utilization of credit had the lowest contribution with co-efficient of .017. It revealed the fact that the utilization of credit did not contribute to the variation of the borrowing behaviour of commercial and co-operative banks.

The relative discriminating power of the variables was calculated based on the non-standardized co-efficients obtained from the analysis. The non-standardized co-efficients of the variables formed the discriminant equation was:

Z = -.668389-.347722X1+.052705x2-.000010X3+

                  .124661X4+.000024X5+.000002X6+.482450X7+.000008X8-.000099X9
The above equation indicated that the borrowers of commercial banks with higher land holding, family size, non-farm income, household expenditure per annum, utilization of credit and cost of production were distinguished from the borrowers of co-operative banks.

The relative contribution of the above selected socio-economic factors to distinguish the borrowers of commercial bank from co-operatives were calculated and given in table-19

TABLE – 19

RELATIVE DISCRIMINATING POWER OF VARIABLES

	Factors
	Unstandardised Discriminant co-efficients
	Relative discriminant power

	Education (X1)
	-.347722
	5.384

	Land holding(X2)
	.052705
	13.457

	Crop loan amount (X3)
	-.000010
	0.002

	Family size (X4)
	.124661
	2.069

	Non farm income (X5)
	.000024
	8.239

	Household expenditure per annum (X6)
	.000002
	0.857

	Utilization of credit (X7)
	.482450
	0.360

	Cost of production (X8)
	.000008
	64.958

	Family labour (X9)
	-.000099
	4.672


The above table reveals that the cost of production (64.96 percent) and land holding (13.46 percent) were the dominant factors in discriminating the borrowers into commercial bank borrowers and co-operative bank borrowers. It showed that the borrowers borrowed from commercial banks when they had greater land holding and cost of production.

4.4. DETERMINANTS OF CREDIT :

The factors determining the amount of credit had been identified on the assumption that the socio-economic and institutional factors associated with the farm households are influencing the farmers to demand the credit and the banks to supply. The determinants of credit are discussed under the following heads:

4.4.1. Demand for Credit – Regression Analysis

4.4.2. Supply of credit – Regression Analysis

4.4.1. DEMAND FOR CREDIT – REGRESSION ANALYSIS :

The lead bank fixes the scale of finance for crop loan based on the variable cost of cultivation. Therefore, the borrowers had to demand for credit only based on the variable cost of cultivation and thus the variable cost of cultivation in the farm was considered as the demand for credit. The factors determining the demand for bank credit at household level had been identified on the assumption that the households try to maximize their utility subject to the constraints of time and budget. To test this hypothesis, for both commercial and co-operative bank borrowers, multiple regression analysis was applied and the estimated results are shown in table-20
TABLE – 20
ESTIMATED REGRSSION CO-EFFICIENTS – DEMAND FOR CREDIT

	S.No
	Factors
	Regression coefficients

	
	
	Commercial banks
	Co-operative banks

	1
	a. Land holding (X1)
	17997.488**

(6.505)
	3914.235

(.845)

	
	b. Family labour (X2)
	-8.711

(-.691)
	.480

(.089)

	
	c. Family size (X3)
	18792.520

(1.247)
	-2890.714

(-.316)

	
	d. Household expenditure per annum (X4)
	.102

(.176)
	.233

(.358)

	
	e. Utilization of credit (X5)
	-704.743

(-.018)
	-24609.159

(-1.182)

	2
	R2
	.55
	.05

	3
	F- ratio
	9.579**
	.562


  Note: Figures in parentheses indicate “t” ratios

   **- Significant at one percent level

For commercial bank borrowers, the estimated demand function for credit explained fifty five percent of variation in the amount demanded in terms of the selected socio-economic variables such as land holding, family labour, family size, household expenditure per annum and utilization of credit.

The demand function of co-operative bank borrowers explained five percent of variation in terms of the same selected variables. Therefore the demand function of both institutional agencies were influenced by other set of factors to the extent of 45 percent in case of commercial banks and 95 percent in case of co-operative banks. The above demand functions were estimated only on the assumption that the borrowers were rational. But the estimated result showed that the borrowers were not rational in demanding the credit provided by the banks.

Among the variables taken in to account, only the size of land holding was appeared to be significant variable in determining the demand for credit for commercial bank borrowers. All the other variables were statistically insignificant. Similarly for co-operative bank borrowers, all the selected variables failed to show significant relationship with the demand for credit.

Of all the variables taken together, the (F) statistic in relation to commercial bank borrowing function exhibited statistically significant relationship, however for co-operative banks it was statistically insignificant. On the whole, the analysis showed that the borrowers of commercial banks did not demand for credit in accordance with family labour, family size, household expenditure per annum and utilization of credit, whereas not even a single factor influenced the demand for credit of co-operative borrowers, due to the irrational behaviour of them.

4.4.2. SUPPLY OF CREDIT – REGRESSION ANALYSIS :

The factors determining the supply behaviour of the banks had been identified on the assumption that the socio-economic factors associated with the farm households influenced the banks to supply the credit. Hence an attempt was made to identify the determinants of supply of credit at micro level for both commercial and co-operative banks. To identify the determinants, multiple regression analysis was applied. The estimated results are shown in the table-21.

TABLE – 21

ESTIMATED REGRESSION CO-EFFICIENTS – SUPPLY OF CREDIT

	S.No
	Factors
	Regression co-efficients

	
	
	Commercial banks
	Co-operative banks

	1
	a. Land holding (X1)
	579.737

(.252)
	-1047.939

(-1.465)

	
	b. Crop loan overdues (X2)
	.675**

(6.638)
	.568**

(18.749)

	
	c. Total assets (X3)
	-6.660E-04

(-.398)
	0.002087

(1.702)

	
	d. Total farm income (X4)
	.141*

(2.106)
	0.02787

(.890)

	
	e. Non-farm income (X5)
	.136

(.936)
	.124

(1.197)

	
	f. Family labour (X6)
	-.806

(-.466)
	4.739**

(5.068)

	
	g. Cost of production (X7)
	1.353E-02

(.298)
	0.03264

(1.405)

	
	h. Number of crops cultivated (X8)
	-5986.153*

(-2.166)
	-6857.421**

(-3.172)

	
	i. Cultivated area (X9)
	-888.603

(-.224)
	61.324

(.205)

	2
	R2
	0.82
	0.95

	3
	F – ratio
	17.132**
	93.495**


 Note: Figures in parentheses indicate “t” ratios

 * - Significant at five percent level

 ** - Significant at one percent level.

The estimated credit supply function of commercial bank borrowers explained 82 percent of variation in the amount supplied in terms of socio-economic characteristics of borrowers namely land holding, amount of crop loan overdues, total assets, total farm income, non-farm income, family labour, cost of production, number of crops cultivated and cultivated area. Whereas the estimated credit supply function of co-operative banks explained 95 percent of variation in the amount supplied. It showed that the above selected factors had significantly influenced the supply of credit by both institutional agencies and there was no other set of factors influencing the supply of credit. Among various factors, the amount of crop loan overdues, total farm income and number of crops cultivated emerged as significant factors in explaining the variations in the supply of credit for commercial bank borrowers whereas for co-operative bank borrowers, amount of crop loan overdues, family labour and number of crops cultivated emerged as significant factors in explaining the variations in the supply of credit.

In commercial banks, there were positive relationship between the crop loan overdues, total farm income and the amount of credit. It implied that though the amount of overdues was greater, the distribution of credit did not fall. When farm income was observed to be greater, the amount of credit availed was found to be greater. There was negative relationship between number of crops cultivated and the amount of credit availed. It showed that the crop diversification had negative impact on the supply of credit.

There was positive relationship between amount of crop loan overdues, family labour and the supply of co-operative credit, but negative relationship with number of crops. The greater value of family labour had led to greater amount of supply of credit.

4.5. CREDIT GAP :

Credit gap for crop loan was worked out as the difference between actual variable cost incurred and the amount of loan supplied under the crop loan schemes. Table-22 showed the credit gap of different categories of farmers.

TABLE – 22

TOTAL VARIABLE COST AND CREDIT GAP       

                                                                (in Rs)         

	Farmer category
	Commercial banks
	Co-operative banks

	
	Total variable cost
	Amount of crop loan
	Credit gap
	Total variable cost
	Amount of crop loan
	Credit gap

	Marginal
	1,76,760
	1,25,000

(70.72)
	51,760

(29.28)
	5,65,950
	3,52,000

(62.19)
	2,13,950

(37.80)

	Small
	6,40,755
	3,46,000

(53.99)
	2,94,755

(46.00)
	12,86,365
	7,93,800

(61.71)
	4,92,565

(38.29)

	Medium
	13,86,481
	7,02,000

(50.63)
	68,4481

(49.37)
	7,40,540
	5,06,000

(68.33)
	2,345,40

(31.67)

	Large
	25,96,645
	5,30,000

(20.41)
	2,06,6645

(79.59)
	8,83,315
	4,50,000

(50.94)
	4,33,315

(49.06)


 Note : Figures in parentheses indicate percentages to total variable cost.

The table revealed that among various categories of commercial bank and co-operative bank borrowers, the total variable cost ranged between Rs.1, 76,760 and Rs.25, 96,645. The total variable cost of production for commercial banks was observed to be higher for large farmers, whereas it was for small farmers in co-operative banks. The marginal borrowers of both institutional agencies had incurred only less amount of cost.

The percentage of credit gap was calculated as the proportion of credit gap to the total variable cost. This percentage of credit gap was larger for large farmers in both the institutional agencies. It showed that these farmers wanted to avail additional amount of loan. 

4.6. DETERMINANTS OF CREDIT GAP :

To identify the factors determining the credit gap between supply of credit and demand for credit, regression analysis was carried out. The results of which are presented in table-23.

TABLE-23

ESTIMATED REGRESSION CO-EFFICIENTS – CREDIT GAP

	S.No
	Factors
	Regression co-efficients

	
	
	Commercial banks
	Co-operative banks

	1
	a. Land holding (X1)
	-579.737

(-.252)
	1047.939

(1.465)

	
	b. Crop loan overdues (X2)
	-.675**

(-6.638)
	-.568**

(-18.749)

	
	c. Total assets (X3)
	.001

(.398)
	-.002

(-1.702)

	
	d. Total farm income (X4)
	-.141*

(-2.106)
	-.028

(-.890)

	
	e. Non-farm income (X5)
	-.136

(-.936)
	-.124

(-1.197)

	
	f. Family labour (X6)
	.806

(.466)
	-4.739**

(-5.068)

	
	g. Cost of production (X7)
	.986**

(21.719)
	.967**

(41.649)

	
	h. Number of crops cultivated (X8)
	5986.153*

(2.166)
	6857.421**

(3.172)

	
	i. Cultivated area (X9)
	888.603

(.224)
	-61.324

(-.205)

	2
	R2
	0.99
	0.98

	3
	F – ratio
	393.759**
	291.802**


   Note: Figures in parentheses indicate “t” ratios

   * - Significant at five percent level

   ** - Significant at one percent level.

For commercial bank borrowers, the estimated credit gap function explained 99 percent of variation in the amount of credit gap in terms of the selected socio-economic variables such as land holding, amount of crop loan overdues, total assets, total farm income, non-farm income, family labour, cost of production, number of crops cultivated and cultivated area.

The credit gap function of co-operative bank borrowers explained 98 percent of variation in the amount of credit gap in terms of the same selected variables. It showed that the above selected factors had significantly influenced the credit gap for both institutional agencies and there was no other set of factors influencing the credit gap. Among the variables taken into account, the amount of crop loan overdues, total farm income, cost of production and number of crops cultivated emerged as significant factors in explaining the variations in the amount of credit gap for commercial bank borrowers whereas for co-operative bank borrowers, amount of crop loan overdues, family labour, cost of production and number of crops cultivated emerged as significant factors in explaining the variations in the amount of credit gap.

 
There were positive relationship between cost of production, number of crops cultivated and credit gap, for both institutional agencies. It showed that when cost of production was greater, wider credit gap was observed. Similarly crop diversification also led to credit gap.

 4.7. DETERMINANTS OF REPAYMENT - DISCRIMINANT ANALYSIS TO CLASSIFY                   

        DEFAULTERS AND NON-DEFAULTERS :

To identify the socio-economic factors, which discriminated the borrowers into defaulters and non-defaulters, the discriminant analysis was carried out by taking ten socio-economic variables.

Out of 100 institutional borrowers, which included the borrowers of both commercial banks and co-operative banks, 17 were non-defaulters and 83 were defaulters. The borrowers who repaid were non-defaulters and the borrowers who did not repay were defaulters. It was assumed that certain socio-economic factors were associated with the incidence of defaulting and non-defaulting. Those factors were education, land holding, crop loan amount, family size, non farm income, household expenditure per annum, utilization of credit, cost of production, family labour and farm capital expenditure which were put into the discriminant analysis.

The first step in the discriminant analysis was the estimation of the mean and standard deviation of the included variables. The mean and standard deviation of the variables, which were included in the discriminant analysis, are shown in table-24

TABLE – 24

MEAN AND STANDARD DEVIATIONS OF SELECTED VARIABLES

	Factors
	Non-defaulters
	Defaulters

	
	Mean
	Standard deviation
	Mean
	Standard deviation

	Education (X1)
	1.8824
	1.1663
	1.4096
	1.1898

	Landholding                   (X2)
	1.8925
	1.6187
	3.0730
	4.4543

	Crop loan amount (X3)
	22,941.1765
	6,388.1784
	41,142.1687
	34,602.6861

	Family size (X4)
	3.2941
	1.4476
	3.7108
	1.0538

	Non farm income (X5)
	14,558.8235
	22,745.7979
	3,162.6506
	12,806.2743

	Household expenditure per annum (X6)
	38,405.1765
	16,703.1796
	37,148.7952
	22,538.4282

	Utilization of credit (X7)
	.0000
	.0000
	.2651
	.4440

	Cost of production (X8)
	51,753.8235
	25,758.2393
	89,120.4337
	1,15,175.6945

	Family labour (X9)
	89.4118
	116.1072
	540.9639
	1806.9475

	Farm capital expenditure (X10)
	1,1176.4706
	11,663.1647
	50,044.5783
	1,87,350.7479


The table showed that the non-defaulters of institutional agencies had greater level of education, non-farm income and household expenditure per annum. However, the defaulters had possessed greater level of land holding, amount of crop loan, family size, utilization of credit, cost of production, family labour and farm capital expenditure.

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) were calculated. The value of Wilk’s Lambda and the ‘F’ ratio for the selected variables are shown in table-25

TABLE – 25

WILK’S LAMBDA (U-STATISTICS) OF THE SELECTED VARIABLES

	Factors
	Wilk’s lambda
	F ratio

	Education (X1)
	.978
	2.242

	Land holding (X2)
	.988
	1.155

	Crop loan amount (X3)
	.955
	4.635*

	Family size (X4)
	.981
	1.927

	Non farm income (X5)
	.922
	8.266**

	Household expenditure per annum (X6)
	1.000
	.047

	Utilization of credit (X7)
	.942
	6.009*

	Cost of production (X8)
	.982
	1.758

	Family labour (X9)
	.989
	1.052

	Farm capital expenditure (X10)
	.993
	.725


If the value of wilk’s lambda approaches one, there is no significant difference in the means of two groups and vice versa. In the above table, the co-efficients of wilk’s lambda associated with crop loan amount, non-farm income and utilization of credit of institutional borrowers were significant at five percent level and they were not approximated to one. It implied that there were significant differences between the above mentioned variables of non-defaulters and defaulters.

The other tests used in the process of discriminant analysis were correlation between discriminating variables and canonical discriminant function and the relative discriminating power of each variable.

TABLE – 26

CORRELATION BETWEEN DISCRIMINATING VARIABLES AND CANONICAL DISCRIMINANT FUNCTION

	Factors
	Function

	Non farm income (X5)
	-.574

	Utilisation of credit (X7)
	.489

	Crop loan amount (X3)
	.430

	Education (X1)
	-.299

	Family size (X4)
	.277

	Cost of production (X8)
	.265

	Land holding (X2)
	.214

	Family labour (X9)
	.205

	Household expenditure per annum (X6)
	-.043


The table-26 exhibits the pooled within group correlation between the discriminating variables and canonical discriminant function. The correlation co-efficients were ranked according to their contribution in the discriminant function. It was apparent from the table that non-farm income had the highest contribution in the function with the co-efficient of .574 for the repayment of institutional credit.

The relative discriminating powers of the variables were calculated based on the non-standardized co-efficient obtained from the analysis. The non-standardized co-efficients of the variables formed the discriminant equation as :

Z = -1.229503-.257064X1-.002870X2+.000010X3+.327026X4-.000032X5-      
                     .000011X6+1.423879X7+.000003X8+.000042X9

The above equation indicated that the non-defaulters with higher crop loan amount, family size, utilization of credit, cost of production and family labour were distinguished in terms of the above variables from defaulters.

The results of the other test namely relative discriminating power of the variables showing the relative contribution of the variables calculated is shown in the table-27

TABLE – 27

RELATIVE DISCRIMINATING POWER OF VARIABLES

	Factors
	Unstandardised discriminant co-efficients
	Relative discriminant power

	Education (X1)
	-.257064
	9.14

	Land holding (X2)
	-.002870
	.25

	Crop loan amount (X3)
	.000010
	13.69

	Family size (X4)
	.327026
	10.24

	Non farm income (X5)
	-.000032
	27.41

	Household expenditure per annum (X6)
	-.000011
	1.04

	Utilization of credit (X7)
	1.423879
	28.31

	Cost of production (X8)
	.000003
	8.43

	Family labour (X9)
	.000042
	1.42


The above table reveals that utilization of credit (28.31 percent) was the dominant factor in discriminating the borrowers into non-defaulters and defaulters, followed by non-farm income (27.41 percent) and amount of crop loan (13.69 percent). It showed that if the borrowers utilized the loan correctly for the purpose it was borrowed and lower the amount of non-farm income, greater would be the non-wilful defaulting. The crop loan borrowers were not the wilful defaulters and they were the non-wilful defaulters.

4.8. DISTRIBUTION OF OVERDUES :

One of the major stumbling blocks in enlarging the flow of institutional credit to agriculture was that of mounting overdues and non repayment. It adversely affected the credit institutions to recycle resources and also restricted the eligibility to avail of refinances from National Bank for Agriculture and Rural Development (NABARD). Moreover, the eligibility of large number of fresh borrowings to the farmers was restricted which ultimately hampered the growth of borrowers. Hence, it is appropriate in this study to examine the distribution of repayment (collection of loan amount) and overdues across different categories of farmers. The distribution of repayment (collection) and overdues are discussed under the following heads:

4.8.1. Farmer category wise distribution of supply, repayment (collection) and 

           overdues of crop loan.

4.8.2. Crop wise and farmer category wise distribution of crop loan overdues

4.8.3. Distribution of investment loan overdues

4.8.4. Farmer category wise and purpose wise supply, repayment (collection) and       

           overdues of   investment loan.

4.8.1. FARMER CATEGORY WISE DISTRIBUTION OF SUPPLY, REPAYMENT             

           (COLLECTION)AND OVERDUES OF CROP LOAN :                 

          
 The supply of crop loan was computed as the principal amount supplied as credit plus rate of interest. Collection is the actual amount repaid by the farmers in that period. Overdue is the difference between supply and collection. The estimated amount of supply, collection and overdues of crop loan is given in table- 28

TABLE – 28

FARMER CATEGORY WISE DISTRIBUTION OF SUPPLY, COLLECTION AND OVERDUES OF CROP LOAN
                                                                                                          (Amount in Rs)

	Farmer category
	Crop loan amount
	Amount repaid
	Crop loan overdues

	
	Commercial

Banks
	Co-operative Banks
	Commercial

Banks
	Co-operative Banks
	Commercial

Banks
	Co-operative Banks

	
	No
	Amount
	No
	Amount
	No
	Amount
	No
	Amount
	No
	Amount
	No
	Amount

	Marginal
	4
	1,25,000

(7.34)
	10
	3,52,000

(16.75)
	4
	90,000

(15.61)
	10
	43,500

(12.74)
	2
	51,450

(3.54)
	8
	4,20,580

(17.97)

	Small
	12
	3,46,000

(20.32)
	24
	7,93,800

(37.77)
	12
	1,42,500

(24.72)
	24
	1,68,000

(49.19)
	8
	2,50,838

(17.27)
	20
	8,38,447.50

(35.81)

	Medium
	17
	7,02,000

(41.22)
	12
	5,06,000

(24.07)
	17
	2,29,000

(39.72)
	12
	1,10,000

(32.21)
	16
	5,92,307

(40.78)
	10
	5,62,058

(24.01)

	Large
	12
	5,30,000

(31.12)
	9
	4,50,000

(21.41)
	12
	1,15,000

(19.95)
	9
	20,000

(5.86)
	11
	5,57,825

(38.41)
	8
	5,20,000

(22.21)

	TOTAL
	45
	17,03,000

(100.00)
	55
	21,01,800

(100.00)
	45
	5,76,500

(100.00)
	55
	3,41,500

(100.00)
	37
	14,52,421

(100.00)
	46
	23,41,085.94

(100.00)


Note : Figures in parentheses indicate percentages to column total.

The above table reveals that 82.2 percent of the commercial bank borrowers were not repaid their crop loan whereas in case of co-operative bank borrowers, 83.64 percent of them were not repaid their loan. It showed that majority of the borrowers were the crop loan defaulters due to drought and unfavourable monsoon condition during that period.

It was also observed from the table that though the medium and small farmers had availed greater amount of crop loan from commercial and co-operative banks respectively, repaid greater share of amount to the total repayment of all borrowers of respective sources. They had also greater amount of overdues. It showed that the repayment of both farmers category were not in proportion to the total amount of credit.

4.8.2. CROP WISE AND FARMER CATEGORY WISE DISTRIBUTION OF CROP       

           LOAN   OVERDUES :

The amount of loan and the maturity time period differed from crop to crop depending on the duration of crop cultivation. It may lead to variation in the overdue amount across various crops. Thus crop wise and farmer category wise overdue position of commercial and co-operative banks were analyzed. The results of which are shown in table-29 and 30.

TABLE – 29

CROP WISE AND FARMER CATEGORY WISE DISTRIBUTION OF CROP LOAN OVERDUES – COMMERCIAL BANKS

                                                                                                          (Amount in Rs)

	Crops
	Farmer category
	Total

	
	Marginal
	Small
	Medium
	Large

	

	
	Amount
	Amount
	Amount
	Amount
	Amount

	Avarai
	-
	-
	-
	-
	-

	Banana
	-
	-
	33,437.50

(5.65)
	55,800.00

(10.00)
	89,237.50

(6.14)

	Coconut
	51,450.00

(100.00)
	51,568.75

(20.56)
	86,120.00

(14.54)
	2,05,800.00

(36.89)
	3,94,938.75

(27.19)

	Cotton
	-
	-
	-
	-
	-

	Groundnut
	-
	-
	-
	22,150.00

(3.97)
	22,150.00

(1.53)

	Grapes
	-
	-
	-
	-
	-

	Onion
	-
	-
	-
	-
	-

	Paddy
	-
	19,520.00

(7.78)
	-
	48,950.00

(8.78)
	68,470.00

(4.71)

	Sugarcane
	-
	-
	-
	-
	-

	Cholam
	-
	-
	-
	-
	-

	Tomato
	-
	-
	-
	-
	-

	Turmeric
	-
	1,79,750.00

(71.66)
	4,72,750.00

(79.81)
	2,25,125.00

(40.36)
	87,7625.00

(60.42)

	TOTAL
	51,450.00
	2,50,838.75
	5,92,307.50
	5,57,825
	14,53,421.25


          Note : Figures in parentheses indicate percentages to column total.

TABLE – 30

CROP WISE AND FARMER CATEGORY WISE DISTRIBUTION OF CROP LOAN OVERDUES – CO-OPERATIVE BANKS

                                                                                                          (Amount in Rs)

	              Crops
	Farmer category
	Total

	
	Marginal
	Small
	Medium
	Large

	

	
	Amount
	Amount
	Amount
	Amount
	Amount

	Avarai
	-
	5,440

(.65)
	-
	-
	5,440

(.23)

	Banana
	-
	-
	69,360

(12.34)
	-
	69,360

(2.96)

	Coconut
	1,60,000

(38.04)
	3,62,487

(43.23)
	74,398

(13.24)
	-
	5,96,885

(25.50)

	Cotton
	24,400

(5.80)
	-
	-
	-
	24,400

(1.04)

	Groundnut
	-
	-
	-
	-
	-

	Grapes
	1,24,000

(29.48)
	-
	1,69,800

(30.21)
	-
	2,93,800

(12.55)

	Onion
	-
	9,920

(1.18)
	-
	-
	9,920

(.42)

	Paddy
	11,780

(2.80)
	4,080

(.49)
	-
	-
	15,860

(.68)

	Sugarcane
	-
	-
	1,20,800

(21.49)
	2,24,000

(43.08)
	3,44,800

(14.73)

	Cholam
	13,600.00

(3.23)
	2,18,400

(26.05)
	6,800

(1.21)
	1,48,800

(28.62)
	3,87,600

(16.56)

	Tomato
	-
	58,280

(6.95)
	-
	-
	58,280

(2.49)

	Turmeric
	86,800

(20.64)
	1,79,840

(21.45)
	1,20,900

(21.51)
	1,47,200

(28.31)
	5,34,740

(22.84)

	TOTAL
	4,20,580
	8,38,447
	5,62,058
	5,20,000
	23,41,085


        Note : Figures in parentheses indicate percentages to column total.

In commercial banks, marginal farmers borrowed for the maintenance of coconut and for the cultivation of turmeric. The amount borrowed for turmeric had been completely repaid by them, however, for coconut only a part of the amount had been repaid. For small, medium and large farmer categories, the major portion of the crop loan overdue was observed for turmeric. The proportion of turmeric crop loan overdue to the total crop loan overdue of respective farmer category accounted for 71.66 percent for small farmers, 79.81 percent for medium and 40.36 percent for large farmer category. It was because of the scale of finance fixed by the Lead Bank for turmeric was comparatively higher than the other crops except sugarcane, banana etc (for which more or less equal amount of scale of finance) and thereby greater amount of loan and overdues.

It was inferred from the table-30 that thirty eight percent of the overdue for marginal farmers was associated with coconut maintenance loan, followed by grapes (29.48 percent) and turmeric (20.64 percent). For small farmers category, larger amount of overdue was observed with the loan obtained for coconut maintenance. However, for medium and large farmer categories, 30 percent of the overdue for grapes and 43.08 percent of the overdue for sugarcane cultivation respectively were observed to be larger proportions.

The above overdue picture was due to the poor crop income and the high cost of cultivation.

4.8.3. DISTRIBUTION OF INVESTMENT LOAN OVERDUES :

The farmers did not repay the loan within specified period of time which had borrowed for farm investment purposes such as the purchase of electric motor, development of bore wells, land development, purchase of bullock cart\livestock, dug well and purchase of tractor. Table-31 shows the distribution of investment loan overdues.

TABLE – 31

FARMER CATEGORY WISE DISTRIBUTION OF INVESTMENT LOAN OVERDUES

                                                                                                          (Amount in Rs)

	Farmer category
	Institutional source

	
	Commercial banks
	Co-operative banks

	
	Number of account
	Amount
	Percentage
	Number of account
	Amount
	Percentage

	Marginal
	
	-
	-
	2
	40,650.00
	10.54

	Small
	2
	5,69,375
	90.29
	4
	1,72,925.00
	44.83

	Medium
	
	-
	-
	4
	1,23,189.50
	31.93

	Large
	1
	61,250
	9.71
	1
	49,000.00
	12.70

	Total
	3
	6,30,625
	100
	11
	3,85,764.50
	100


All the three borrowers of investment loan from commercial bank did not repay the loan completely. Thereby, they were the 100 percent defaulters and 90.29 percent of the total investment loan overdues of the commercial banks was associated with small farmers category. Whereas, the large farmers was observed to be defaulters only to the extent of 9.71 percent. The large proportion of overdues to the small farmers category was on account of larger amount of investment loan than the other category of farmers.

Majority of the investment loan borrowers of Land Development banks (co-operative banks) were the defaulters. Among them, small and medium farmers contributed to 76.76 percent of the investment loan overdues of the same source. It was due to the fact that, they were the major borrowers of investment loan of land development banks. The marginal farmers of the land development bank repaid comparatively greater amount of investment loan.                             

4.8.4. FARMER CATEGORY WISE AND PURPOSE WISE SUPPLY, REPAYMENT     

             (COLLECTION) AND OVERDUES OF INVESTMENT LOAN :

The supply of loan was the amount actually provided by the banks and the rate of interest. Collection means the actual amount repaid by the farmers in that year, overdue is the difference between supply and collection. Farmer category wise and purpose wise distribution of supply, collection and overdues of investment loan are shown in below table-32 and 33.

TABLE – 32

PURPOSE WISE AND FARMER CATEGORY WISE OVERDUES OF INVESTMENT LOAN

                                                                                               (Amount in Rs)

	Investment purpose
	Farmer category
	Total

	
	Marginal
	Small
	Medium
	Large
	

	
	No.of account
	Amount
	No. of account
	Amount
	No.of account
	Amount
	No.of account
	Amount
	No. of account
	Amount 

	Dug wells
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Bore wells
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Electric motors
	-
	-
	-
	-
	-
	-
	1
	61,250

(100.00)
	1
	61,250

(9.71)

	Land development
	-
	-
	1
	79,375

(13.94)
	-
	-
	-
	-
	1
	79,375

(12.59)

	Tractors
	-
	-
	1
	4,90,000

(86.06)
	-
	-
	-
	-
	1
	4,90,000

(7.70)

	Purchase of livestock
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	TOTAL
	-
	-
	2
	5,69,375

(100.00)
	-
	-
	1
	61,250

(100.00)
	3
	6,30,625

(100.00)

	Dug wells
	-
	-
	-
	-
	2
	66,452

(53.94)
	49,000

(100.00)
	
	3
	1,15,452

(29.93)

	Bore wells
	2
	40,650

(100.00)
	2
	36,800

(21.28)
	1
	16,612

(13.49)
	-
	
	5
	94,062

(24.38)

	Electric motors
	-
	-
	-
	-
	-
	-
	-
	
	-
	-

	Land development
	-
	-
	1
	78,125

(45.18)
	-
	-
	-
	
	1
	78,125

(20.25)

	Tractors
	-
	-
	-
	-
	-
	-
	-
	
	-
	-

	Purchase of livestock
	-
	-
	1
	58,000

(33.54)
	1
	40,125

(32.57)
	-
	
	2
	98,125

(25.44)

	TOTAL
	2
	40,650

(100.00)
	4
	1,72,925

(100.00)
	4
	1,23,189

(100.00)
	49,000

(100.00)
	
	11
	3,85,764

(100.00)


Note : Figures in parentheses indicate percentages to column total.

TABLE – 33

PURPOSE WISE SUPPLY, REPAYMENT (COLLECTION) AND OVERDUES OF INVESTMENT LOAN

                    






          (Amount in Rs)

	Investment purpose
	Investment loan amount
	Amount repaid
	Investment loan overdues

	
	Commercial

Banks
	Co-operative Banks
	Commercial

Banks
	Co-operative Banks
	Commercial

Banks
	Co-operative Banks

	
	No
	Amount
	No
	Amount
	No
	Amount
	No
	Amount
	No
	Amount
	No
	Amount

	Dug wells
	-
	-
	5
	1,22,000

(29.98)
	-
	-
	2
	30,000

(25.00)
	-
	-
	3
	1,15,452

(29.93)

	Bore wells
	-
	-
	7
	1,55,000

(38.08)
	-
	-
	7
	80,000

(66.67)
	-
	-
	5
	94,062

(24.38)

	Electric motors
	1
	50,000

(10.00)
	-
	-
	-
	-
	-
	-
	1
	61,250

(9.71)
	-
	-

	Land development
	1
	50,000

(10.00)
	1
	50,000

(12.29)
	-
	-
	-
	-
	1
	79,375

(12.59)
	1
	78,125

(20.25)

	Tractors
	1
	4,00,000

(80.00)
	-
	-
	-
	-
	-
	-
	1
	4,90,000

(77.70)
	-
	-

	Purchase of livestock
	-
	-
	2
	80,000

(19.66)
	-
	-
	1
	10,000

(8.33)
	-
	-
	2
	98,125

(25.44)

	TOTAL
	3
	5,00,000

(100.00)
	15
	4,07,000

(100.00)
	-
	-
	10
	1,20,000

(100.00)
	3
	6,30,625

(100.00)
	11
	3,85,764

(100.00)


 Note : Figures in parentheses indicate percentages to column total.

It was observed from the table that the investment loan amount received for tractor from commercial banks was observed to be greater. The tractor loan received by the small farmers did not repay the complete amount and thereby it was accounted to be greater amount of overdues to the commercial bank. The small farmers did not possess the adequate capacity to repay the large scale amount.

In the land development banks, greater amount of investment loan overdues was observed for the dug well. The small and medium farmers, availed the investment loan from land development bank did not repay the matured amount and they contributed larger share to the investment loan overdues from land development banks. It was due to the fact of project failure.

4.9. DETERMINANTS OF OVERDUES : LOGISTIC REGRESSION ANALYSIS

Logistic Regression Analysis was applied to find out the probability of becoming wilful and non-wilful defaulter in relation to the set of variables such as family income, land holding, total farm income, consumption expenditure, sources of credit availed and interest rate. The results of logistic regression analysis to identify the factors responsible for wilful and non-wilful defaulting are shown in the table-34, 35 and 36.

TABLE – 34

DISTRIBUTION OF WILFUL AND NON-WILFUL DEFAULTERS

	Defaulters
	No.
	Percent

	Non-wilful defaulters
	18
	18.0

	Wilful defaulters
	65
	65.0

	Fully repaid
	17
	17.0

	Total
	100
	100.0


TABLE – 35

CLASSIFICATION RESULTS IN THE LOGISTIC REGRESSION ANALYSIS

	Observed
	Predicted
	Percent

	
	Non-wilful defaulters
	Wilful defaulters
	

	Non-wilful defaulters
	10
	8
	55.56

	Wilful defaulters
	3
	62
	95.38


Overall classification was      86.75

-2 Log Likelihood                  52.185

  Goodness of Fit                    84.120

  Cox & Snell R2                        .341

  Nagelkerke  R2                         .526

   Chi-Square                          34.619

TABLE – 36

DETERMINANTS OF WILFUL AND NON-WILFUL DEFAULTERS – LOGISTIC REGRESSION ANALYSIS

	Factors
	Regression co-efficients
	Standard error
	Wald
	R
	Logistic co-efficients

	Family income (X1)
	-0.00003
	.0.0000697
	3.5739
	-.1347
	1.0000

	Land holdings (X2)
	.5603
	.2562
	4.7833
	.1791
	1.7512*

	Total farm income (X3)
	-0.000017
	0.000008058
	4.6071
	-.1733
	1.0000*

	Consumption Expenditure (X4)
	0.0000521
	0.00002552
	4.1761
	.1583
	1.0001*

	Source of credit (X5)
	-4.0263
	1.2067
	11.1324
	-.3244
	.0178**

	Interest rate (X6)
	-3.2090
	1.3689
	5.4949
	-.2007
	.0404*

	Constant
	40.0758
	16.1334
	6.1704
	
	


The value of –2 Log Likelihood was observed to be 52.185 percent, its model Chi-square value was 34.619 percent. It was significant at one percent level indicated that all the selected variables were significant to determine the amount of defaulting. The classification result showed that the model predicted 86.75 percent of the wilful and non-wilful defaulting correctly. ‘Cox and Snell’ and ‘Nagelkerke R square values were .341 and .526 respectively, which indicated that the selected variables had moderate correlation with the amount of defaulting.

The estimated regression co-efficients were converted into odds, which were the logistic co-efficients [Exp(()].The logistic co-efficients were greater than one for the variables such as family income, land holding, total farm income and consumption expenditure. It revealed that these factors significantly (at 5 percent) contributed for wilful defaulting except family income. If the land holding increased by one hectare it would lead to increase of 1.75 units of wilful defaulting. Similarly, when there was one unit of increase in the factors such as total farm income and consumption expenditure would lead to one unit increase in wilful defaulting.

On the other hand, the sources of credit availed and interest rate were the significant factors to determine the amount of non-wilful defaulting. If the borrowers borrowed greater amount from commercial banks, it would reduce the amount of wilful defaulting. The value of logistic co-efficient showed that by increasing one unit of commercial bank credit it would increase .0178 units of non-wilful defaulting. It showed that the commercial banks adopted strict supervision on the repayment of credit whereas it was not by co-operative banks. When the interest rate was greater the amount of non-wilful defaulting was also greater.

 4.10. REASONS FOR OVERDUES – BORROWERS ANGLE :


Out of the total farmers who borrowed from both commercial and co-operative banks, nearly eighty three percent of the borrowers were defaulters. They experienced with problems both from institutional angle and also from the farm aspect. Therefore the problems of overdues was analyzed from the borrowers angle which will help the financial institutions to minimise the overdue problem. The factors associated with overdue problem from borrowers angle is presented in table – 37

TABLE – 37

REASONS FOR OVERDUES – BORROWERS ANGLE

	Reasons for overdues
	Institutional source

	
	Commercial Banks
	Co-operative Banks

	
	Number
	Percentage
	Number
	Percentage

	Crop failure
	27
	60.0
	49
	89.1

	Medical expenses
	5
	11.1
	6
	10.9

	Fall in prices
	13
	28.9
	13
	23.6

	Natural calamities
	16
	35.6
	37
	67.3

	Personal calamities
	16
	35.6
	18
	32.7

	Defective assets
	-
	-
	2
	3.6

	Defaulted loan use
	4
	8.9
	1
	1.8

	High cost of cultivation
	2
	4.4
	7
	12.7

	Non availability of quality inputs
	2
	4.4
	2
	3.6

	Construction of residential building
	3
	6.7
	4
	7.3

	Repayment of old debts
	4
	8.9
	12
	21.8

	Marriage of children
	3
	6.7
	3
	5.5

	Loan insufficiency
	4
	8.9
	14
	25.5

	Expectation of writing off
	4
	8.9
	5
	9.1

	Delay in loan disbursement
	1
	2.2
	3
	5.5


Out of the total defaulted farmers (83) who borrowed from the commercial and co-operative banks, sixty percent and eighty nine percent of the borrowers expressed that crop failure was the main reason for the non-repayment of loans followed by natural calamities and personal calamities. The crop failure was on account of water insufficiency and failure of rainfall.

Only two percent of commercial bank loan and co-operative bank loan defaulters responded that the delay in loan disbursement and defaulted loan use respectively were the causes for non-repayment and overdues.

CHAPTER – V

SUMMARY AND CONCLUSION
The commercial and co-operative banks were the major sources of institutional credit to agriculture in India. The share of commercial bank agricultural credit had increased from 50 percent in 1998-1999 to 60 percent in 2003-2004, but the share of co-operative banks had declined from 43 percent to 31 percent in the same period, whereas Regional Rural Banks were the marginal players with 7 percent to 9 percent market share in agricultural credit. Despite the institutional credit to agriculture had grown, the important problem associated with institutional credit was the problem of non-recovery and overdues. The position regarding recovery of agricultural advances of commercial banks showed that only 67 percent of commercial bank credit was recovered and 33 percent of the credit was overdue during 1998-99.

However, a recent study by World Bank and National Council of Applied Economic Research (NCAER) had shown a strikingly contrasting position. The study conducted in Uttar Pradesh and Andra Pradesh revealed that 79 percent of rural households did not have access to a formal bank loan. It was particularly denied to small and marginal farmers as 87 percent of marginal and 69 percent of small farmers did not have access to formal credit. Small and marginal farmers accounted for 78 percent of operational landholdings, but got only 26 percent of public sector banks credit under Special Agriculture Credit Programme (SACP). These farmers faced high vulnerability to risk leading to non-wilful default and consequent credit denial. Tenant farmers and share croppers did not have any access to credit.

The earlier studies concentrated only on the flow of agricultural credit from various institutional agencies and also the recovery performance. Very few studies compared the flow of agricultural credit from commercial and co-operative banks. They did not analyze and compare the borrowing behaviour between the above institutional agencies. Thus the present study on “Borrowing behaviour of farmers - A comparative study between Commercial and Co-operative Banks” in a selected area of Coimbatore district compared and contrasted the borrowing behaviour of the commercial and co-operative banks with the following objectives.

OBJECTIVES OF THE STUDY :

1. To analyze the socio-economic profile of the farmer borrowers.

2. To study the supply of institutional credit across various category of             

     farmers  and to estimate the agricultural credit supply function.

3. To identify the socio-economic factors which discriminated the 

     behaviour of  the borrowers into commercial banks and co-operative 

     banks.

4. To assess the demand for short-term credit, credit gap and to estimate           

     overdues at the farm household level.

5. To analyze the extent of repayment and overdues and also the causes    

     for overdues at the farm household level.

6. To identify the factors which discriminate the borrowers into defaulters            

     and  non-defaulters.

7. To assess the probability of wilful  and non-wilful defaulting.

HYPOTHESES :

The null hypotheses tested in the study included the following:

1. There was no association between the socio-economic factors and the sources of borrowing.

2. The demand for, supply of credit and credit gap were independent from the socio-economic factors.

3. There was no significant relationship between socio-economic factors and defaulting and non-defaulting.

4. Wilful and non-wilful defaulting were independent from the socio-economic factors.

Coimbatore is one of the agriculturally and industrially advanced districts of TamilNadu. The TamilNadu 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. This district is known for its high yielding varieties in almost cent percent of the cultivated area. The vast black cotton soil of the district is favourable for producing millions of bales of cotton to feed the textile industry. The Siruvani, Atthikadavu and Aliyar dam were the major irrigation sources in the district.

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. Forty eight commercial banks are functioning in the district. Among various districts in TamilNadu, Coimbatore district contributed the maximum amount of Rs.617.72 crores in the year 2004 towards agricultural credit. It was 21.11 percent to the total priority sector advances in the district. The recovery percentage during the year 2004 was only 76 percent. Recovery camps had been conducted at the block level and 313 crores were recovered. The poor recovery performance during this year was due to drought and unfavourable monsoon conditions. Hence an attempt was made in this district to analyze the pattern of agricultural credit and overdues.

Among 19 community development blocks in Coimbatore district, first Thondamuthur block in Coimbatore district was selected randomly. Data for the study were collected from primary and secondary sources. The secondary data were compiled from the following secondary sources:

1. Annual Credit Plans – 2000-2001 to 2003-2004 Coimbatore district.

2. Lead bank scheme statements of recovery, overdues and advances – 

unpublished documents maintained by the State Bank of India, Canara Bank, Indian Overseas Bank and co-operative banks located in Thondamuthur block.

3. Census of India – 2001, annual population of TamilNadu, published by 

 directorate of census operations, Government of TamilNadu, Chennai.

4. Block statistical handbook maintained in the office of the Assistant       

Directorate of Statistics, Coimbatore.

5. Lending registers of State Bank of India, Canara bank. Indian Overseas Bank          

       and co-operative bank branches located at Thondamuthur block.

6. TamilNadu- An Economic Appraisal 2000-2001 to 2003-2004, Ministry of             

 Finance, Government of TamilNadu, Chennai.

            7.   Reserve Bank of India Bulletin, 2004.

            8.  Economic Survey [2000-2001 to 2003-2004], Ministry of Agriculture,        

                 Government of India.

            9.  Working group on agricultural credit and co-operation for ninth five year plan,           

                 1997-1998 to 2001-2002.

10.  Reserve Bank of India, Report on Currency and Banking, various issues.

The primary data were collected from 100 borrower farmers who were selected randomly from the list of 300 borrowers for the period provided by the commercial banks and co-operative banks located in the block. Thus the sampling procedure followed in the study was multi stage random sampling method. Multiple regression analysis, discriminant analysis and logistic regression analysis were the statistical and econometrical tools used for analyzing the data to fulfill the objectives.

THE MAJOR FINDINGS EMERGED FROM THE STUDY ARE AS UNDER :

a) SOCIO-ECONOMIC STATUS OF THE BORROWERS :
The socio-economic condition may vary from region to region and even between farmer to farmer in the same region. Hence, it is necessary to examine the variation in socio-economic conditions among different categories of farmers.

EDUCATION :

Among various categories of farmers, the educated small farmers were higher (36) in number. It was observed that most of the farmers had primary and secondary level of education and 24 percent of the farmers were illiterates.

FAMILY SIZE :

It was found that, majority of the farmers (48) had medium family size and forty six farmers had the small family size. Only less number (6) of borrower farmers had the large family size in which six and above number of family members.

LAND HOLDING :

The high concentration of land holding was with the large farmers though they were less in number compared to small and medium farmers. The land holding of large farmers contributed 55 percent to the total land holding and the total land holding of marginal and small farmers were less as compared with other categories of farmers.

CROPPING PATTERN :

Cholam (72.03 hectares) was the main crop which dominated the other crops namely Coconut (56.66 hectares), Turmeric (54.84 hectares), Onion  (10.92 hectares) and other crops. The area of cultivation under Brinjal was only 0.20 hectares. The cropping pattern showed that the farmers concentrated not only with traditional cropping pattern but also with modern and commercial crops such as grapes etc.

FARM INCOME :

The per borrower income was higher for the large farmers category. It was also observed that the per borrower farm income of the farmers had increased along with the increase in size of land holding. 

CONSUMPTION EXPENDITURE :

The per household consumption expenditure had increased as farm size increased. It was due to the higher expenditure on non-food items as the farm size increased.

b) DISTRIBUTION OF CREDIT :

Credit is one of the per-requisites for farmers to increase the agricultural output in the process of agricultural development of a country. In the current risky economic environment, credit should be managed as closely and as carefully as other production inputs. Provision of institutional credit to agriculture has assumed growing significance in the new strategy for agricultural development. The distribution of agricultural credit was summarised under the following heads:

FARMER CATEGORY WISE AND PURPOSE WISE DISTRIBUTION OF AGRICULTURAL CREDIT :

Of the 100 farmer respondents, all of them were the borrowers of crop loan, whereas 18 farmers borrowed both crop loan and investment loan. The total crop loan availed by the commercial bank borrowers was amounted to Rs.17,03,000 whereas the borrowers of co-operative banks availed the loan amount of Rs.21,01,800. The number of accounts in crop loan was higher for small farmers. However, the total amount sanctioned was higher for the medium farmers. This may be due to the fact of the availability of loan depends on the area under cultivation.

Among 45 crop loan borrowers of commercial banks, both the number of accounts and the amount sanctioned were higher for the medium farmers’ category. The medium farmers were large in number and they wanted to borrow more from commercial banks. Out of 55 co-operative bank crop loan borrowers, the small farmers were availed greater amount of loan. It was also noted that the amount of crop loan sanctioned by the co-operative societies was greater than the commercial banks. It showed the greater coverage of Primary Agricultural Co-operative Societies located in the area in crop loan distribution.

The marginal and medium farmers did not avail investment loan from the commercial banks. Among various categories of commercial bank and co-operative bank investment loan borrowers, the small farmers were the major beneficiaries, 90 percent of the total loan was for small farmers from commercial banks and 41.77 percent from co-operative societies. This proportion was the largest one than the other category of farmers.

FARMER CATRGORY WISE AND CROP WISE DISTRIBUTION OF CROP LOAN :

The commercial banks had provided loan for Coconut, Turmeric, Banana, Paddy, Cotton, Groundnut and Sugarcane. For Coconut, the loan was given only for the maintenance of the crop. Both the number of accounts and the amount were higher for coconut (42.34 percent) and turmeric (40.52 percent). Among the co-operative bank borrowers, they also borrowed greater amount of loan for the purpose of Coconut maintenance, which alone contributed 31.64 percent to the total co-operative loan of all crops, followed by the turmeric cultivation (20.13 percent). It was due to the fact that the cultivation of coconut and turmeric dominated in the cropping pattern. The scale of finance fixed by the lead bank for these crops was also greater and thereby the above crops had availed greater amount of loan.

FARMER CATRGORY WISE AND PURPOSE WISE DISTRIBUTION OF INVESTMENT LOAN:

Of the total 18 borrowers of the investment loan, who borrowed from the commercial and land development banks (co-operative banks), the major share of the total credit was disbursed towards the purpose of purchase of tractor (44.1 percent). Among the farmers category, the small farmers borrowed greater amount for investment purpose (68.36 percent) and it was due to the large proportion of small farmers in the sample. They had availed major share of loan amount from commercial banks for the purchase of tractor. The medium farmers availed it for dug wells from co-operatives and the large farmers for electric motors from commercial banks.

THE COVERAGE AND QUANTUM OF CREDIT :

Among the commercial bank borrowers, the per borrower crop loan disbursed to different categories of farmers had a positive relationship with farm size except for small farmer category. It was because, the loan were given to the farmers on the basis of scale of finance for different crops and also the size of operational land holdings. It revealed that the borrowers of commercial banks had received their crop loan according to the guidelines of the credit policy of the banking sector. The per borrower crop loan was observed to be comparatively less for small farmers than the other category of farmers. It was due to greater number of small farmers. It showed that the small farmers category had inadequate coverage of crop loan. The same observation was made in relation to the per borrower crop loan of the co-operative societies.

The amount of per borrower investment loan distributed by the commercial bank was found to be higher for small farmers category though they were higher in number. It was due to the fact that the small farmers had availed greater amount of loan for the purchase of tractor for which the scale of finance was observed to be higher. On the other hand, it was higher for large farmer borrowers from the co-operative banks.

The per hectare crop loan for the borrowers of commercial banks had declined along with the size of land holding. The large farmers category had availed only Rs. 14,288.50 for crop rising per hectare. It may be due to the fact that the farmers may have adequate financial position to meet the cost of production. On the other hand, for co-operative bank, the quantum of per hectare credit was more or less equal for marginal, medium and large farmers. The per hectare investment loan had declined along with the farmers category for both commercial banks and co-operative banks. Therefore, the per hectare investment loan sanctioned by both commercial and co-operative bank were not in proportion to the land holding.

The distribution of per capita crop loan was greater for marginal and large farmers who borrowed from commercial banks whereas it was for medium and large farmers who borrowed from co-operative banks. The least amount of per capita crop loan was observed for the small farmers of commercial banks and for marginal farmers of co-operative banks. It was due to greater family size for small farmers and comparatively less amount of crop loan distribution for the marginal farmers borrowed from co-operatives. The per capita investment loan was higher for small farmers category from both commercial and co-operative banks, though they  family size was greater for small farmers. It showed that the major beneficiaries of investment loan were the small farmers.

c) BORROWING BEHAVIOUR - DISCRIMINANT ANALYSIS :

The borrowers of commercial bank, possessed greater size of land holding, higher amount of non farm income, farm and household expenditure per annum, whereas the borrowers of co-operative banks, borrowed greater amount of loan, possessed greater value of family labour and education. The results of discriminant analysis showed that the cost of production (64.96 percent) and land holding (13.46 percent) were the dominant factors in discriminating the borrowers into commercial bank borrowers and co-operative bank borrowers. It showed that the borrowers borrowed from commercial banks when they had greater land holding and cost of production.

d) DETERMINANTS OF CREDIT :

The factors determining the amount of credit had been identified on the assumption that the socio-economic and institutional factors associated with the farm households are influencing the farmers to demand the credit and the banks to supply.

DEMAND FOR CREDIT :

The selected set of variables such as land holding, family labour, family size, household expenditure per annum and utilization of credit failed to explain the demand function for credit significantly for both commercial bank borrowers and co-operative bank borrowers. The demand functions were estimated only on the assumption that the borrowers were rational. But the estimated result showed that the farmers were not rational in demanding the credit provided by the banks.

SUPPLY OF CREDIT :

The factors determining the supply behaviour of the banks had been identified on the assumption that the socio-economic factors associated with the farm households’ influenced the banks to supply the credit. The estimated credit supply function of commercial bank borrowers explained 82 percent of variation in the amount supplied in terms of socio-economic characteristics of borrowers namely land holding, amount of crop loan overdues, total assets, total farm income, non-farm income, family labour, cost of production, number of crops cultivated and cultivated area. Whereas the estimated credit supply function of co-operative banks explained 95 percent of variation in the amount supplied. It showed that the above selected factors had significantly influenced the supply of credit by both institutional agencies. 

Among various factors, the amount of crop loan overdues, total farm income and number of crops cultivated emerged as significant factors in explaining the variations in the supply of credit for commercial bank borrowers whereas for co-operative bank borrowers, amount of crop loan overdues, family labour and number of crops cultivated emerged as significant factors in explaining the variations in the supply of credit.

e) CREDIT GAP :

The percentage of credit gap was calculated as the proportion of credit gap to the total variable cost. This percentage of credit gap was larger for large farmers in both the institutional agencies. It showed that these farmers wanted to avail additional amount of loan. 

f) DETERMINANTS OF CREDIT GAP :

For commercial bank borrowers, the estimated credit gap function explained 99 percent of variation in the amount of credit gap in terms of the selected socio-economic factors such as land holding, amount of crop loan overdues, total assets, total farm income, non-farm income, family labour, cost of production, number of crops cultivated and cultivated area. The credit gap function of co-operative bank borrowers explained 98 percent of variation in the amount of credit gap in terms of the same selected variables. It showed that the above selected factors had significantly influenced the credit gap for both institutional agencies and there was no other set of factors influencing the credit gap. There were positive relationship between cost of production, number of crops cultivated and credit gap, for both institutional agencies. It showed that when cost of production was greater, wider credit gap was observed. Similarly crop diversification also led to credit gap.

There were positive relationship between cost of production, number of crops cultivated and credit gap, for both institutional agencies. It showed that when cost of production was greater, wider credit gap was observed. Similarly crop diversification also led to credit gap.

g) DISCRIMINANT ANALYSIS TO CLASSIFY DEFAULTERS AND NON-DEFAULTERS :

The estimated discriminant results showed the non-defaulters of institutional agencies had greater level of education, non-farm income and household expenditure per annum. However, the defaulters had possessed greater level of land holding, amount of crop loan, family size, utilization of credit, cost of production, family labour and farm capital expenditure.

The results of discriminant analysis showed that utilization of credit (28.31 percent) was the dominant factor in discriminating the borrowers into non-defaulters and defaulters, followed by non-farm income (27.41 percent) and amount of crop loan (13.69 percent). It showed that if the borrowers utilized the loan correctly for the purpose it was borrowed and lower the amount of non-farm income, greater would be the non-wilful defaulting. The crop loan borrowers were not the wilful defaulters and they were the non-wilful defaulters.

h) DISTRIBUTION OF OVERDUES :

One of the major stumbling blocks in enlarging the flow of institutional credit to agriculture was that of mounting overdues. It adversely affected the credit institutions to recycle resources and also restricted the eligibility to avail of refinances from National Bank for Agriculture and Rural Development (NABARD). Moreover, the eligibility of large number of fresh borrowings to the farmers was restricted which ultimately hampered the growth of borrowers.

FARMER CATEGORY WISE DISTRIBUTION OF SUPPLY, REPAYMENT (COLLECTION) AND OVERDUES OF CROP LOAN :

Of the commercial bank borrowers, 82.2 percent were not repaid their crop loan whereas in case of co-operative bank borrowers, 83.64 percent of them were not repaid their loan. It showed that majority of the borrowers were the crop loan defaulters due to drought and unfavourable monsoon condition during that period.

The medium and small farmers had availed greater amount of crop loan from commercial and co-operative banks respectively, repaid greater share of amount to the total repayment of all borrowers of respective sources. They had also greater amount of overdues. It showed that the repayment of both farmers category were not in proportion to the total amount of credit.

CROP WISE AND FARMER CATEGORY WISE DISTRIBUTION OF CROP LOAN OVERDUES:

In commercial banks, marginal farmers borrowed for the maintenance of coconut and for the cultivation of turmeric. The amount borrowed for turmeric had been completely repaid by them, however, for coconut only a part of the amount had been repaid. For small, medium and large farmer categories, the major portion of the crop loan overdue was observed for turmeric. The proportion of turmeric crop loan overdue to the total crop loan overdue of respective farmer category accounted for 71.66 percent for small farmers, 79.81 percent for medium and 40.36 percent for large farmer category. It was because of the scale of finance fixed by the Lead Bank for turmeric was comparatively higher than the other crops except sugarcane, banana etc (for which more or less equal amount of scale of finance) and thereby greater amount of loan and overdues.

 In co-operative banks, thirty eight percent of the overdue for marginal farmers was associated with coconut maintenance loan, followed by grapes (29.48 percent) and turmeric (20.64 percent). For small farmers category, larger amount of overdue was observed with the loan obtained for coconut maintenance. However, for medium and large farmer categories, 30 percent of the overdues for grapes and 43.08 percent of the overdue for sugarcane cultivation respectively were observed to be larger proportions. It was due to the poor crop income and the high cost of cultivation.

DISTRIBUTION OF INVESTMENT LOAN OVERDUES :

All the three borrowers of investment loan from commercial bank did not repay the loan completely. Thereby, they were the 100 percent defaulters and 90.29 percent of the total investment loan overdues of the commercial banks was associated with small farmers category. One-fourth of the investment loan borrowers of Land Development banks (co-operative banks) were the defaulters. Among them, small and medium farmers contributed to 76.76 percent of the investment loan overdues of the same source. It was due to the fact that, they were the major borrowers of investment loan of land development banks. The marginal farmers of the land development bank repaid comparatively greater amount of investment loan.                             

FARMER CATEGORY WISE AND PURPOSE WISE SUPPLY, REPAYMENT (COLLECTION) AND OVERDUES OF INVESTMENT LOAN :

The investment loan amount received for tractor from commercial banks was observed to be greater. The tractor loan received by the small farmers did not repay the complete amount and thereby it was accounted to be greater amount of overdues to the commercial bank. The small farmers did not possess the adequate capacity to repay the large scale amount.

In the land development banks, greater amount of investment loan overdues was observed for the dug well. The small and medium farmers had availed the investment loan from land development bank did not repay the matured amount and they contributed larger share to the investment loan overdues from land development banks. It was due to the fact of project failure.

i) DETERMINANTS OF OVERDUES - LOGISTIC REGRESSION ANALYSIS :

Logistic Regression Analysis was applied to find out the probability of becoming willful and non-wilful defaulter in relation to the set of variables such as family income, land holding, total farm income, consumption expenditure, sources of credit availed and interest rate. The logistic co-efficients were greater than one for the variables such as family income, land holding, total farm income and consumption expenditure. It revealed that these factors significantly (at 5 percent) contributed for wilful defaulting except family income. On the other hand, the sources of credit availed and interest rate were the significant factors to determine the amount of non-wilful defaulting. If the borrowers borrowed greater amount from commercial banks, it would reduce the amount of wilful defaulting.

j) REASONS FOR OVERDUES – BORROWERS ANGLE :

Out of the total defaulted farmers (83) who borrowed from the commercial and co-operative banks, sixty percent and eighty nine percent of the borrowers expressed that crop failure was the main reason for the non-repayment of loans followed by natural calamities and personal calamities. The crop failure was on account of water insufficiency and failure of rainfall.

CONCLUSION :

To conclude, the larger size of land holding had increased the cost of production. The borrowers corresponding to larger land holding preferred to borrow from the commercial banks and the borrowers corresponding to small land holdings preferred to borrow from the co-operative banks. The greater credit access for crop loan from the commercial banks for medium and large farmers led them to avail greater amount of crop loan. Though the small farmers were the net beneficiaries of rural credit system among various categories of farmers, they had greater credit access for crop loan only from the Primary Agricultural Co-operative Societies and not from the commercial banks. It showed that the Primary Agricultural Co-operative Societies satisfied the objective of rural credit policy of providing greater amount of loan to small farmers.

The per borrower crop loan was not adequate for marginal and small farmers whereas the per hectare crop loan for large farmers. As the large farmers possessed adequate financial assets, the per hectare crop loan associated with large farmers was less. On the other hand, the per borrower crop loan was less for the small farmers which showed that the small farmers were to be highly concentrated by the institutional agencies.

The convertion of short term credit into long term credit and the recent credit extention policy of the government did not reduce the supply of credit from both financial institutional agencies as the crop loan overdues had been increased. The crop diversification restricted the farmers to avail credit from the institutional agencies. The increased cost of production and crop diversification had widened the credit gap. It showed that the scale of finance fixed by the Lead Bank did not consider the recent input price changes.

Because of drought and unfavourable monsoon condition, the small farmers diverted their activity from crop raising to hiring out the agricultural machineries and implements. Thereby they started to borrow greater amount of investment loan for the purchase of tractor from commercial banks. But they did not possess adequate repaying capacity to repay the huge amount of tractor loan for which greater scale of finance was fixed by the lead bank. Thus the greater amount of overdues was associated with small farmers.

The greater amount of the scale of finance fixed by the lead bank and favourable cropping pattern led to borrow greater amount of credit for coconut maintenance and turmeric from both institutional agencies. Thereby greater amount of overdues for the above stated crops. The higher cost of production, inadequate water and long gestation period in the coconut yield also attributed to the greater amount of overdues to the above crop loans.

The correct utilization of credit made the farmers to be non-wilful defaulters. The farmer borrowers who had non farm activities led them to mis-utilise the agricultural credit and thereby they became defaulters. Thus the institutional agencies should consider non-farm income and utilization of credit in disbursing loan. The greater land holding and thereby income and consumption expenditure made the borrowers to be wilful defaulters.

SUGGESTIONS :

To improve the agricultural credit situation, the following measures have been suggested :

1. 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.

2. Inadequacy of credit and credit gap for 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.

3. 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 lead to misuse of funds which need due consideration by the institutional agencies.

4. The commercial banks had possessed long procedure in sanctioning the crop loan than the co-operatives. 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 commercial banks. 

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

6. 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.

7. Financing agri-exports by providing the necessary package of services would strengthen the global competitiveness of agriculture.

8. Application of information technology for the benefit of agriculture providing useful weather, technology and market related information to the farmer was another important aspect to be considered.
9. The bank officials should motivate and educate the loanees to keep accounts relating to agricultural products which may ensure regular repayment of loan. The borrowers should be taught about maintaining different kinds of accounts like stock account, profit and loss account, balance sheet account etc which would help the bank officials to see the quantity of product and expenditure incurred for the same. The assets and liabilities of the loanee should be checked from time to time.
10. The banks should introduce legally valid farm pass books to eliminate double financing.
11. The repayment schedules may be fixed strictly on the basis of norms fixed after a careful project analysis exercised for the region. Such agricultural project analysis should be revised periodically so that the instalment amount would be worked out in a way which would be convenient for the farmers to repay.
12. A suitable scheme for extending rebate in rate of interest to those who repay regularly and timely be introduced.

13. The pre-lending appraisal, post lending supervision and approaching the borrower in right time for repayment by the lending institutional agencies may avoid the mis-utilisation of loan and may lead to better recovery performance. The farmer borrowers who had non farm activities led them to mis-utilise the agricultural credit and thereby they become wilful defaulters. Thus the institutional agencies should consider non-farm income in disbursing credit.

14. Recovery cum awareness campaign should be conducted to expedite the recovery process. For doing so, the co-operation and co-ordination from related government department is necessary.
15. The bankers should consider the factors such as the family income, land holding and consumption expenditure while disbursing the credit. Because high consumption expenditure and land holding made the borrowers to be wilful defaulters.

16. The government should introduce proper measures to help banks in taking possession of land belonging to wilful defaulters. 

17. Comprehensive insurance for all major crops may be introduced throughout the country, which may solve the problem of crop failure as one of the reasons for non repayment of loan.
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APPENDIX

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

INTERVIEW  SCHEDULE  TO  ELICIT  INFORMATION  FROM  DEFAULTED  FARMERS  ON  CAUSES  FOR  OVERDUES  IN  AGRICULTURAL  CREDIT.

I. Name and address of the family                                  :

    Age                                                                             :

    Main occupation                                                         :

    Secondary occupation                                                 :

    Caste                                                                            :

    Religion                                                                       :  Hindu / Muslim / Christian

    Education of the family head                                      :  Primary / Sec / H.sc / Collegiate

    Type of family                                                             :  Joint / Nuclear

II. Household composition :


Classification                                     Age                                            Education    

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

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

14 above

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

No. of males

No. of females

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

III. Assets

a. Land assets

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

  Land                                             Area (in acres)                                                   Value

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

  Wet

  Dry

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

  Total

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

b. other assets

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

 Item                                                                                                                 Value (in Rs)

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

 Farm building

 House

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

c. Livestock

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

  Livestock                                              No s.                                                Value ( in Rs)

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

Cows

Buffaloes

Sheep / Goats

Poultry

Others

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

d. Farm equipments

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

Item                                                        No s.                                                 Value (in Rs)  

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

Tractors

Tillers

Ploughs

Processing equipments

Others

-----------------------------------------------------------------------------------------------------------e. Consumer durables

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

Item                                                                                                                      Value

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

IV. Farm income :

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

Item                                                                                                              Income per year

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

Crop production

Sale pf livestock / product

Income from the hiring out animals

Income from equipments

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

Total

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

V. Non-farm income :

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

Item                                                                                                              Income per year

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

Business income

Rent from building / properties

Interest income

Income from investments

Others

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

VI. Household expenditure :

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

Total household expenditure                                                             Amount spent per year

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

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

VII. Capital expenditure :

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

Item                                                                                                             Amount per year

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

Land development

Livestock

Agricultural machines

Other purchases

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

Total

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

VIII. Savings :

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

Total savings                                                                                                      Amount

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

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

IX. Information about agriculture :

A. Land in acres :

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

Item                               irrigated                unirrigated                waste                  Total

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

Owned

Leased in 

Leased out

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

B. Information on cropping pattern :                       

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

Name of               Area under                  Variety of                   Quantity                Value 

Crop                      each crop                    cultivation

                                                             HYV   Non HYV

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

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

C. Information on farm inputs :         

a. Farm labour for each crop :        

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

Name of         No. of persons     Type of       Labour        Days             Hrs             Wages

Crop                employed            family         hired           employed     employed      paid

                      -------------------                                           per day

                       Male  Female

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

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

b. Seeds used :

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

Name of each                 Type of the               Owned             Purchased                Value

Crop seed                          crop

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

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

c. Hired farm equipment used : 

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

No. of days used                                                                                  Hired charges

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

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

d. Fertilizers and pesticides :

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

Name of the                 Fertilizers /                          Quantity per                                Price

Crop                             Pesticides used                     hectare

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

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

e. Expenditure on irrigation :

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

Area under irrigation                       cropped area under cultivation                          Price

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

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

X. Information on credit :

(i). Crop loan :

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

Name of the           Source           Amount             Amount             Year               Rate of

Crop                                             demanded          received                                   interest

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

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

(ii). Investment loan :

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

Item                  Year                Source          Amount             Amount                  Rate of  

                                                                      demanded          received                  interest

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

Dug wells

Bore wells

Oil engines

Electric motors

Land development

Tiller

Tractors

Purchase of livestock

Bullock cart

Others

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

XI. Utilization of credit :

      Amount borrowed utilized for

1. Farm expenditure :

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

              Item                                                                                                    Amount

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

a. Labour cost

b. Machinery expenditure

c. Irrigation expenditure

d. Seeds expenditure

e. Manures and fertilizers

f. Others

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

2. Other expenditure :

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

            Item                                                                                                        Amount

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

a. Education

b. Household

c. Marriage

d. Medical

e. Purchase of assets

f. Others

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

XII. Repayment of loan :

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

Year of                        Name of the                  Amount                      Actual repayment

 Repayment                  bank                                                                            period

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

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

XIII. Overdues :

a. Crop loan overdues :

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

Name of          Name of the              Principle            Rate of             Year               Total

Crop                 bank                         amount               interest

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

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

b. Investment loan overdues :

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

Purpose          Name of the              Principle            Rate of             Year               Total

                        bank                         amount               interest

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

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

XIV. Reasons for overdues :

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

                Item                                                                                                     No’s

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

Loss due to crop failure

Unexpected medical expenses

Loss due to fall in prices

Loss due to natural calamities

Loss due to personal calamities

Loss due to defective assets

Loss due to defaulted loan use

High cost of cultivation

Non-availability of real inputs

Construction of residual building

Repayment of old debts

Marriage of children

Medical expenses

Loan insufficiency

Expectation of writing off

Delay in loan disbursement

Bank management inefficiency

Others

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

s

                                                           Appendix  

Acknowledgement 

Contents 

Introduction

Review of Literature 

Methodology 

Results and Discussion

Summary and Conclusion

Bibliography 

