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Credit pattern of small and marginal farmers in
Cauvery Delta Zone, Tamil Nadu

ABSTRACT

The adequate and timely availability of credit at reasonable rates is crucial for
agricultural development. Agriculture is the mainstay of the majority of farm households in
our country, but insufficient financial resources, limited access to new farm technologies, and
tiny and fragmented land holdings result in low output and profits on Indian farms. Nearly
one-fourth of the farmers (24.86%) had low level of credit orientation followed by 23.50 per
cent had very low level, 21.58 per cent had high level, 15.03 per cent of farmers had medium
and very high level of credit orientation. The small farmers having high credit orientation than
marginal farmers, the most of the small farmer's occupational status was farming and
business. They utilize credit for their farm, household and non-farm activities. More than
three-fifth of the marginal farmers (63.39%) sometimes relying on individual moneylenders
for their credit source followed by 45.36 per cent of small farmers sometimes rely on
individual money lenders for their credit source and more than half of the farmers (54.37%).
Most of the marginal and small farmers were having low to medium level of income category,
they depend on banks, co-operative societies and money lenders for their credit source.
Mostly they allocate equal percentage of loan for the farm and household expenses. The
policy makers can make note of the utilization pattern of agricultural credit and can give
directions on the lending terms and conditions.
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1. INTRODUCTION

Agriculture is the mainstay of the majority of farm households in our country, but
insufficient financial resources, limited access to new farm technologies, and tiny and
fragmented land holdings result in low output and profits on Indian farms. 60.00 per cent of
population in.the.country is engaged in the agriculture sector. This sector contributes about
18.8 per cent in country’s GDP in 2021-2022 (GOlI, 2021-2022). When there is a change
from traditional agriculture to modern agriculture, the need for agriculture financing becomes
more and more pressing, since it necessitates a greater use of high yielding varieties,
agrieultural chemicals, and machinery. In addition, Indian farmers' ability to save and invest
moneyuwis extremely limited, making them largely reliant on external finance. Even
governmental initiatives such as the minimum support price-based procurement system and
warehouse receipt financing do not significantly help these farmers with low marketable
surpluses increase their revenue. It is therefore an essential part of farming, that the farmers
must be provided financial assistance by the government through the banking system viz.,
commercial banks, Regional Rural Banks, co-operative banks and societies. The credit
provided through these banks is given in the form of different types of loan schemes like
Kisan Gold Card, Krishi Plus etc. Which help the farmers for the cultivation of crops,
purchase of livestock, development of dairy industries, development of irrigation and farm
mechanization activities etc. Other credit source for the farmers was Self Help Group,




Farmers Interest Group, relatives, friends and Individual Moneylenders. According to the
NSSO survey (2013) about 52 per cent of the agricultural households in the country were
estimated to be indebted and the average amount of outstanding loan per agricultural
household was estimated to the tune of Rs. 47000. Agricultural finance is a decisive factor
input in farming operations as it helps poor farmers to maintain their consumption of
necessities, adopt advanced technology and raise their incomes (Abdalla &Ebaidalla, 2012).
The farmers in the Eastern region of India are generally small and marginal and have to
depend largely on non-institutional sources of credit, which keeps them in a debt trap
(Haque & Goyal, 2021). However, over time, the per-capita landholding of the Indian farm
households is gradually declining and the dominance of small and marginal farmers is
observed in major parts of India (Kundu & Das, 2019). In this regard, an attempt is'made to
analyze the credit pattern of small and marginal farmers in the Cauvery DeltaZene, Tamil
Nadu. This would help the different stakeholders and policy makers to understandthe extent
of credit pattern of the farmers.

2. METHODOLOGY

The main focus of this paper is to examine the credit pattern of small'and marginal
farmers in Cauvery Delta Zone, Tamil Nadu. The study is based on. households’ survey
conducted in six blocks from three districts viz., Ammapettai and Orathanadu blocks of
Thanjavur district, Needamangalam and Mannargudi blocks, of Thiruvarur district, Kilvelur
and Thirumarugal blocks of Nagapattinam district. Two villages; from each block were
selected purposively based on more area under paddy: cultivation. From the selected
villages, a list of land holding size was obtained from the Assistant Director of Agriculture
office of concerned blocks. Sample size of 366 farmers which consisted of 183 marginal and
183 small farmers was selected randomly based on proportionate random sampling method.
The primary data related to credit pattern were collected from farmer by survey method
through personal interview with the help of a set of pre-tested schedules. The data were
statistically tabulated and analyzed.by calculating simple percentages and cumulative
square root frequency method for categorization. For examining the credit pattern the
following dimension viz., credit orientation, farm debt, source of farm credit, outstanding loan
debt (last year) and average percentage of loan used was analyzed and results are
interpreted.

3. RESULTS AND DISCUSSION

Credit pattern of the marginal and small farmers were analyzed by the following
dimension viz., credit ofientation, farm debt, source of farm credit, outstanding loan debt (last
year) and average:percentage of loan used.
3.1. Credit orientation
Table no 1: Distribution of respondents according to their credit orientation

S.No. Category Marginal farmers Small farmers Total farmers
(n=183) (n=183) (n=366)
No. Per cent No. Per cent No. Per cent
1. Verylow level 44 24.04 42 22.95 86 23.50
2. Low level 48 26.23 43 23.50 91 24.86
3. Medium level 17 9.29 38 20.77 55 15.03
4. High level 44 24.04 35 19.13 79 2158
5. Very highlevel 30 16.39 25 13.66 55 15.03
Total 183 100.00 183 100.00 366 100.00

The above perusal of the table shows that more than one-fourth of the marginal
farmers had low level of credit orientation followed by 24.04 per cent of marginal farmers had



very low level and high level of credit orientation. 23.50 per cent had low level of credit
orientation followed by very low level (22.95%), medium level (20.77%), high level (19.13%)
and very high level (13.66%) of credit orientation. Nearly one-fourth of the farmers (24.86%)
had low level of credit orientation followed by 23.50 per cent had very low level, 21.58 per
cent had high level, 15.03 per cent of farmers had medium and very high level of credit
orientation. The small farmers having high credit orientation than marginal farmers, the most
of the small farmers occupational status was farming and business. They utilize credit for
their farm, household and non-farm activities. This might be the reason for having medium to
very high level of credit orientation.

3.2. Farm debt (current year-2022)

Farm debt is a liability or obligation incurred by a farmer for the purpose of funding
and allocating for their farm operations, which is secured wholly or partly by a farm
mortgage. For this farm debt level is important, the farm debt was enquired;, analyzed, and
presented below.

Table no 2: Distribution of respondents according to their farm debt

S.No. Category Marginal farmers Small farmers Total farmers
(n=183) (n=183) (n=366)
No. Per cent No. Per.cent No. Percent
1. Verylow level
(Less than 87 47.54 3 1.64 90 24.59
Rs.54,693)
2. Lowlevel
(Rs.54,694 — 70 38.25 53 28.96 123 33.61
Rs.80,184)
3. Medium level
(Rs.80,185 - 15 8:20 49 26.78 64 17.49
Rs.1,10,390)
4. High level
(Rs.1,10.391-
Rs.1,63.277) 7 3.83 33 18.03 40 10.93
5. Very high level
(Above Rs.1,63,277). 4 2.19 45 24.59 49 13.39
Total 183 100.00 183 100.00 366 100.00

It is apparent from the table that Most of the marginal farmers (85.79%) have farm
debt below Rs.80,184 followed by very meager percentage of marginal farmers having farm
debt of medium level Rs.80,185 — Rs.1,10,390 (8.20%), High level Rs.1,10.391- Rs.1,63,277
(3.83%) and Very.high level above Rs.1,63,277 (2.19%). More than one-fourth of the small
farmers (28:96%) have low level of farm debt ranging from Rs.54,694 — Rs.80,184 followed
by 26.78 per cent of small farmers having medium level of debt ranging from Rs.80,185 —
Rs:1,10,390 and nearly one-fourth of the small farmers (24.59%) having very high level of
farm debt above Rs. 1,63,277. One-third of the farmers (33.61%) having low level of farm
debt ranging from Rs.54,693 — Rs.80,184 followed by nearly one-fourth of the farmers
(24.59%) having farm debt less than Rs.54,693 and 17.49 per cent of farmers have medium
level of farm debt ranging from Rs.80,185 — Rs.1,10,390.

The result implies that most of the marginal farmer’s occupational status was
farming and wage earning and they relying on agricultural works for their earning. Most of
the marginal farmers were use personal funds and relying on co-operative societies for crop
production. This might be the reason for having very low to medium level of farm debts.
Farm debt for small farmers ranging from low level to very high levels, the occupational
status of the small farmers was farming and business. They were having farm debts from
personal funds, crop loans from Co-operative societies, commercial banks, from friends and



relatives. This might be the reason for the small farmers having medium to high level of farm
debts.

3.3. Source of farm credit:

Table no 3: Distribution of respondents according to their source of farm credit

S.No. Source of Marginal farmers Small farmers Total farmers
CL:e ot (n=183)* (n=183)* (N=366)*
A S N A S N A S N
1. Personal 110 62 11 156 27 0 266 89 11
funds
60.11 33.88 6.01 8525 1475 0.00 72.68 24.31 3.01
% % % % % % % % %
2. Cooperatives 114 51 18 91 92 0 205 143 18
I Societies 62.30 27.87 9.84 49.73 50.27 0.00 56.01. 39.07 ,4.92
% % % % % % % % %
3. SHG's/ FIG's 28 15 140 3 29 151 ‘31 44 291
1530 820 76,50 1.64 1585 825 8.47. 12.02 79.51
% % % % % 1% . % % %
4. Commercial 0 70 113 9 127 «~ 479 197 160
Banks 0.00 3825 6175 4.92 6940 256 245 53.83 43.72
% % % % % 8% % % %
5. Regional 3 16 164 0 19 164 3 35 328
RuralBanks ;64 874 8962 000 10.38 89.6 082 956 89.62
% % % % % 2% % % %
6. Relatives/ 53 101 29 50 71 62 103 172 91
friends 28.96 55.19 15.85. 27.32 38.80 33.8 28.15 46.99 24.86
% % % % % 8% % % %
7. Individual 42 116+ 25 44 83 56 86 199 81
Moneylender 5595 63.39'13.66 24.04 4536 30.6 2350 54.37 22.13
S % % % % % 0% % % %
(A: Always, S: Sometimes, N: Never) (*) Multiple responses obtained

The results shows that three-fifth of the marginal farmers (60.11%) always relying
credit from their personal funds, 85.25 per cent of small farmers always relying credit form
the personal funds.and 72.68 per cent of farmers always relyingpersonal funds for their
credit source. The‘most/of the. marginal and small farmers having financial reserves and they
are using credits:from the personal funds for the crop production. More than three-fifth of the
marginal farmers (62.30%) always relying co-operative societies for their source of credit for
crop produetion. followed by half of the small farmers (50.27%) sometimes relying co-
operative societiesfor their credit and 56.01 per cent of farmers always relying co-operative
societies for their credit source. Majority of the farmers (79.51%) expressed that they never
rely the Self.Help Group’s and Farmers Interest Group’s for their credit source. Nearly two-
fifth-of the marginal farmers (38.25%) sometimes relying commercial banks for their credit
source;more than two-third of small farmers (69.40%) sometimes relying commercial banks
for their credit source. This implies that small farmers sometimes rely more than the marginal
farmers for the credit source from commercial banks, this is due to that most of the marginal
farmers occupational status was farming and business. Only meager percentage of marginal
(8.74%) and small farmers (10.3%) sometimes relying Regional Rural Banks (RRB) for their
credit source. The accessibility of regional rural banks was less compared to the commercial
banks. This might be the reason for less relying of RRB for their credit source. More than
three-fifth of the marginal farmers (63.39%) sometimes relying on individual moneylenders
for their credit source followed by 45.36 per cent of small farmers sometimes rely on
individual money lenders for their credit source and more than half of the farmers (54.37%).



sometimes rely on individual money lenders for their credit source. The results are
accordance with the results of Susweta Ray, and Anil Kumar, (2019) who also reported that
majority of them availed credit only from institutional sources for their credit.

3.4. Outstanding loan debt (last year):

Table no 4: Distribution of respondents according to their outstanding loan debt

S.No. Category Marginal farmers Small farmers Total farmers
(n=183) (n=183) (n=366)

No. Per cent No. Percent No. Percent

1. Fully paid 107 58.47 60 3279 167  45.63

2. Under Rs. 30,000 44 24.04 15 8.20 59 16.12

3. Rs.30,001 to 50,000 19 10.38 28 1530 .47 . 12.84

4. Rs.50,001 to 70,000 7 3.83 27 14.75 34 9.29

5. Rs.70,001 to 90,000 6 3.28 28 15.30 34 9.29

6. Over Rs.90,000 0 0.00 25 1366 25 6.83
Total 183  100.00 183  100.00. 366  100.00

Above perusal of the table shows that more:than=half of the marginal farmers
(58.47%) fully paid the previous loans followed, by 24.04 % of marginal farmers have
outstanding loan amount under Rs. 30,000 and 10.38 per cent of marginal farmers have
outstanding loan debt in the past year ranging from/Rs::30,001 to 50,000. Nearly one third of
small farmers (32.79%) have fully paid their past year loans followed by 15.30 per cent have
past debt ranging from Rs. 30,001 to 50,000 and Rs. 70,001 to 90,000. 45.63 per cent of
farmers fully paid the past debt followed by. under Rs.30, 000 (16.12%), Rs. 30,001 to
50,000 (12.84%), 9.29 per cent of farmers have past debt of Rs.50,001 to 70,000 and
Rs.70,001 to 90,000 and 6.83_per cent of<farmers have past debt above Rs.90,000. The
farmers having crop loans fromithe co-operative societies and they have to pay within a
year. This might be the reason for the fully paid of past debt in a last year.

3.5. Average percentage of loan-used:
Table no 5: Distribution ofirespondents according to their average percentage of loan
used

S.No. Category Marginal farmers Small farmers Total farmers
(n=183) (n=183) (n=366)
No. Per cent No. Per cent  No. Per cent

. On=farm activities

1 <25% 11 6.01 16 8.74 27 7.38
2.7::26-50% 63 34.43 94 51.37 157 42.90
3. 51-75% 100 54.64 67 36.61 167 45.62
4. >75% 9 4.92 6 3.28 15 4.10
.  Household expenses

1. <25% 15 8.20 15 820 30 8.20

2. 26-50% 105 57.38 79 43.17 184 50.27




3. 51-75% 59 32.24 87 4754 146 39.89

4. >73% 4 2.19 2 1.09 6 1.64
Total 183 100.00 183  100.00 366 100.00

It is inferred from the table 5, more than half of the marginal farmers (54.64%) had
used 51.00 to 75.00 percentage of loan amount for the on-farm activities followed by one-
third of marginal farmers (34.43%) had used 26.00 to 50.00 percentage of loan amount for
on-farm activities. More than half of the small farmers (51.37%) had used loan amount 26.00
to 50.00 percentage followed by 36.61 per cent used 51.00 to 75.00 percentage of loan for
on-farm and 8.74 per cent used less than 25.00 per cent for on-farm activities. 45.62 per
cent of farmers used 51.00 to 75.00 percentage for their on-farm activities followed:by 42.90
per cent of farmers used 26.00 to 50.00 percentage of loan for on-farm activities.

57.38 per cent of marginal farmers used loan 26.00 to 50.00 percentage ‘of loan for
household expenses followed by 32.34 per cent of marginal farmers. used¢51.00 to 75.00
percentage of loan for household expenses and 8.20 per cent of marginal farmers used less
than 25.00 per cent of loan for household expenses. 47.54 per cent of small'farmers used
51.00 to 75.00 percentage of loan for household expenses followed by 43.17 per cent of
small farmers used 26.00 to 50.00 percentage of loan for household expenses. Half of the
farmers (50.27%) have used 26.00 to 50.00 percentage of-loan amount for household
expenses followed by 39.89 per cent used 51.00 to,75.00 percentage, 8.20 per cent of
farmers used less than 25.00 percentage and 1.64 per.cent:of.farmers used above 75.00
percentage of loan for the household expenses., Most of the marginal and small farmers
were having low to medium level of income category, they depend on banks, co-operative
societies and money lenders for their credit sources Mostly they allocate equal percentage of
loan for the farm and household expenses: The.marginal and small farmers use credit for the
farm and household expenses (Dasgupta & Dey, 2015; Selvaraj &Palajikumar, 2015;
Lokesha, 2016).

4. CONCLUSION

However, the majority of farmers are marginal and economically disadvantaged. As
a result, it is vital to improve.their living conditions and raise their revenues from agricultural
activity. Microcredit is fequired to assist them in transitioning to multiple cropping. The
availability of this sortof institutional lending can assist farmers in obtaining working capital
to transition to multiple cropping, particularly during the post-rainy season. This can
eventually assist them in increasing their net farm income. Another key factor impeding
marginal farmers' ability. to improve agricultural revenue is the size of their operational
holding. To.enjoy positive economies of scale during the time of cultivation, the initiation of
cooperative farming through the formation of a farmer’'s club or group is necessary. In
addition to ‘farming activity, income-earning opportunities among members of the marginal
farmer household are crucial in improving their earnings from agricultural operations and
livelihood. The policy makers can make note of the utilization pattern of agricultural credit
and can give directions on the lending terms and conditions. There is a scope for further
studies on the repayment of agricultural credit and the constraints faced in repayment of
credit.
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