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Abstract 

The governmental loan has constantly been perceived as an important thing for agricultural growth 
in India through complementing running capital, easing liquidity, and funding constraints. The 
present interpretation has examined the developments and nearby variations in governmental loan 
glide to agriculture in India for the duration 1991–1992 to 2016–17 the usage of compound annual 
growth price. Further, the effect of governmental loans on agricultural productivity changed and 
additionally assessed the use of panel statistics regression. The observation is based totally on the 
secondary records amassed from various posted sources. Results indicated that governmental loan 
to agriculture in actual terms has registered a huge effective increase at some stage in the beyond 
four decades and the highest annual growth was located all from 2001–02 to 2010–11. Scheduled 
commercial banks have emerged because of the dominant supply of agricultural loan scores. 
However, cooperative banks are nevertheless the foremost sources of production loan scores. The 
regional evaluation showed that southern states had access to maximum manufacturing and 
investment credit score in step with hectare, at the same time as eastern and north-eastern states 
had the least credit outreach per hectare. Panel information regression model testified that 
governmental loan score has a large and advantageous effect on agricultural productiveness. 
Therefore, the interpretation has recommended higher access to credit scores of smallholders 
mainly in western, eastern, and north-eastern states through the description of techniques. 
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1. Introduction 

Agriculture is a vital area of the Indian 

financial system because it contributes about 

17% to the entire GDP and offers employment 

to over 60% of the populace. Indian 

agriculture has registered a staggering 

increase over the previous few decades. The 

food grain manufacturing has extended from 

51 million tonnes (MT) in 1950-51 to 250MT 

in the time period of 2011-12 maximum ever 

due to the fact of independence. Small 

farmers have unique characteristics that have 

low profits and savings. For maximum small 

farmers, their families left the restricted 

assets to spare for manufacturing and intake. 

They are unable to meet the call for 

production and improvement of the full 

capital resources. The horrific weather 

situations further become worse the 

situation, in order that the poorest farmers 

emerge as extra susceptible. Therefore, 

enhancing agricultural productive capacity 

and income is a key point of high priority for 

developing countries like India. This is acritical 

device for farmers to attain the working 

capital used with the purpose to improve their 

productivity and earnings. Therefore, 

agricultural credit is an essential aspect of the 

method for the improvement of the rural 

farm productiveness, farmers want a budget 

for the shopping of inputs like seeds, fertilizer, 

pesticides, and many others. Three primary 

elements that contribute to agricultural 

increase are accelerated use of agricultural 
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inputs, technological trade, and technical 

efficiency. 

With savings being negligible among the small 

farmers, agricultural loan seems to be crucial 

to enter along with modern-day technology 

for better productiveness. Acrucial thing that 

has emerged in the final 3 decades is that the 

loan is not only received by small and 

marginal farmers for survival but also by the 

big farmers toincrease their profits. Hence, 

considering that independence, credit score 

has been occupying avital vicinity in the 

strategy for agricultural development. 

2. Resources of Credit 

The agricultural credit system of India consists 

of casual and formal resources of credit score 

supply. The casual resources encompass 

friends, households, commission retailers, 

investors, personal moneylenders, and so 

forth. Three main channels for disbursement 

of formal credit consist of commercial banks, 

cooperatives, and microfinance 

establishments (MFI) overlaying the entire 

duration and breadth of the country. The final 

thrust of the present policy regime presumes 

that loan is an essential data that impacts 

agricultural/ rural productivity and is vital 

sufficient to establish causality with 

productivity. Therefore, impulses within the 

agricultural operations are soughtthrough 

involvement in credit scores. 

In order to enhance the stream of credit 

scores to the rural sector, the Reserve Bank 

had cautioned public region banks to prepare 

Special Agricultural Credit Plans (SACP) in 

1994-95. Under the SACP, the banks are 

required to fix self-set targets for attainment 

throughout the 12 months (April/March). The 

objectives are normally fixed by means of the 

banks about 20 to 25 percent higher than the 

expenditure made in the preceding year. With 

the creation of SACP, the stream of credit to 

the agricultural sector has increased notably 

from Rs.8,255 crore in 1994-95 to Rs.1,22,443 

crore in 2006-07 which was higher than the 

projection of Rs.1,18,160 crore. As against the 

goal of Rs.1,52,133 crore for the economic 

year 2007-08, expenditureon agriculture via 

public region banks beneath the plan has 

been Rs.1,11,543 crore (provisional). 

 As advocated by means of the Advisory 

Committee on Flow of Credit to Agriculture 

and Related Activities from the Banking 

System (Chairman: Shri V.S. Vyas), the Mid-

Term Review of Annual Policy of RBI for 2004-

05 made the SACP mechanism applicable to 

non-public areas banks from the year 2005-

06. Disbursements to agriculture by personal 

zone banks beneath SACP all through 2006-07 

aggregated to Rs.44, 093 crores in opposition 

to the target of Rs.40,656 crore. As against 

the goal of Rs.41,427 crore for the financial 12 

months 2007-08, expenditure to agriculture 

via private quarter banks aggregated to 

Rs.45,905 crore. 

From the Government aspect, with the view 

of two folding of credit flow in three years and 

to provide some comfort to farmers suffering 

from natural tragedies within the limits of 

financial judgment, the Union Finance 

Minister introduced numerous measures on 

June 18, 2004. Accordingly, the Reserve Bank 

and NABARD issued necessary operational 

tips to banks. From the very beginning, the 

actual disbursements passed the goals for 

every of the final four years. As towards the 

goal of Rs.2,25,000 crore for 2007-08, all 

banks allotted Rs.2,25,348 crore (provisional). 

During 2007-08, 7.29 million new farmers 

have been financed by way of business banks 

and RRBs as against the goal of five million 

farmers constant by the Union Finance 

Minister for 12 months. The finance minister, 

in his Budget Speech for the 12 months 2008-

09, entreated the banks to increase the level 
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of credit score to Rs.2,80,000 crore during the 

year 2008-09. 

Such efforts have, however, not been 

transmitted to the boom in agriculture 

output. Since the mid-1990s, the growth of 

the agricultural area has been low as well as 

volatile; the growth decelerated from an 

annual common of 4.7 percent consistent 

with annum throughout the 1980s to 3.1 

percent all through the 1990s and in addition 

to 2.2 percent all through the Tenth Plan 

period. Growth in agricultural production has 

decelerated throughout 2006-07 with the 

agriculture zone characterized via stagnation 

in the output of principal meals grains. Per 

capita annual manufacturing of cereals 

declined from 192 kilograms (kg) throughout 

1991-95 to 174 kg in the course of 2004-07 

and that of pulses from 15 kg to 12 kg over 

the equal period. Per capita availability of 

meal grains has, accordingly, fallen near the 

degrees wonall over the 1970s. 

Volatility in agricultural production has no 

longer contrived average growth but 

additionally exerted patience stress on 

retaining low and strong inflation. Demand-

deliver gaps had been reflected in better 

domestic meal fees in current years. All those 

shreds of evidence seemingly point to the 

reality that a higher credit score for 

agriculture is not translated into a 

commensurate rise in agricultural output. In 

this paper, we have a look at this primary 

premise empirically using each macro-

andmicro-levelrecord. 

Once the farmer falls into debt due to crop 

failure or low fees for crops or malpractices of 

moneylenders, he can in no way pop out of it. 

In truth, large a part of the liabilities of 

farmers is ‘ancestral debt’. Thus, together 

with his landed assets, he passes on his debt 

to the subsequent technology. 

3. Need for Credit 

Finance is required by farmers not most 

effective for the manufacturing and marketing 

of plants but additionally to maintain a 

stationary agricultural economy alive. Most 

Indian farmers live near the verge of hunger. 

An awful monsoon, a terrible harvest, an 

accident, or contamination within his own 

family forces him to technique the 

moneylender for a credit. In India, there's the 

prevalence of such ‘misery’ or unproductive 

credit. Agricultural credit in India isn't always 

just one requirement of the rural business but 

a symptom of the distress prevailing a number 

of the majority of the farmers. 

Rural loan score consists not only handiest 

loans furnished to farmers but also loans 

extended to artificers, proprietors of small 

and medium industries in rural regions, small 

vehicle operators, and so forth. Two 

predominant resources of rural loans are non-

public and institutional. The former consists of 

private moneylenders, buyers and fee 

corporations, households, and- landlords. 

The assets of institutional loans are rural co-

operatives, and industrial banks, particularly 

the State Bank of India (SBI). And, with the 

putting in place of a specialized institution 

called the National Bank for Agricultural and 

Rural Development (NABARD) the Agricultural 

Refinance and Development Corporation 

(ARDC) has closed to subsist. Up to 1982, it 

becomes chargeable for extending agricultural 

credit beneath the steering of the Reserve 

Bank of India. 

It may also be cited that the quick- and 

medium-time period finance essential of the 

farmers is met by local bankers or village 

moneylenders, co-operative finance societies, 

and business banks. Long-time period finance 

desires are met through land development 

banks and NABARD. 
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The most important aim of the institutional 

finance score is to update the extensively 

accepted cash-lending at a totally high rate of 

interest. Available information display that 

the rural credit institutions have succeeded to 

a great extent in accomplishing this intention. 

 

4. Mint Research 

Mint research recommends that the 

cumulative effect of farm loan waiver is in all 

likelihood to be decreased than that of the 

energy limiting packing. “Ujjwal Discom 

Assurance Yojana (UDAY)” unless they are 

extended to all Indian states. The impact of 

elevated burden because of higher dept will 

hit state finances right now. In the dialogue 

on the position of commercial banks in the 

agricultural crop for domestic intake and to 

market any surpluses. The predominant meal 

crop is maize but different crop such as 

groundnuts, dry beans sorghum, pumpkins, 

jugo beans, soya beans, and candy potatoes 

are being produced. Smallholder farmers tend 

to use labor-in-depth manufacturing 

technology, for that reason using rather less 

capital and feature an extraordinarily low 

degree of output in keeping with unit vicinity. 

5. Description of Agricultural Credit 

The significant purpose of agricultural credit is 

to offer the farmers a budget and monetary 

services with which to multiply their earnings 

and build an extra wealthy future. To obtain 

this, efforts ought to be made to conquer the 

numerous obstructions resisting opposition to 

the farmer’s capability to experience 

monetary help. 

According to the above information, finance 

score institutions have to be concerned with 

the following; 

1) Mapping out unique bendy lending 

regulations that should gain each the lender 

and the borrower. 

2) A right evaluation of the finance score 

needs of the farmers in order to ensure 

compensation and 

3) Giving the farmers well-timed finance and 

output. 

These can be carried out via workforce 

development, using lending techniques, and 

segregating their operations authorities. 

There must be direct touch among finance 

score institutions and other authorities’ 

corporations imparting different inputs and 

the farmers themselves with the goal of 

enhancing mutual knowledge among them. 

The want of credit for agriculture can 

infrequently be overemphasized in which its 

productivity remains low due to financial 

constraints. In this context, the All-India Rural 

Credit Survey has located: “Agricultural credit 

is a problem when it cannot be obtained; it is 

also a hassle when it is able to be had 

however in this sort of form that at the entire 

it does more harm than exact. It may be 

stated that, in India, it is as a consequence of 

twofold hassle of inadequacy and unsuitability 

that is perennially supplied by agricultural 

credit score”. Undoubtedly, an Indian farmer 

isn't always able to make the most use of his 

time, labour, and efficient potential of his land 

due to the dearth of adequate monetary 

facilities. “According to Husband and Dockery, 

“Finance is essential for any economic 

activity…. Something ought to direct the drift 

of monetary interest and facilitate its easy 

operation. Credit is the agent that produces 

this end results”. 

6. Methodology 

The record of agriculture in India dates placed 

below to the “Indus Valley Civilization”. India 

ranks second internationally in farm outputs. 
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As of 2018, agriculture engagedgreater than 

50% of the Indian workforce and provided 17–

18% of GDP. 

In 2016, agriculture and related field like 

animal husbandry, forestry and fisheries 

counted for 15.4% of the GDP (gross domestic 

product) with about 41.49% of the group of 

workers in 2020. India ranks 1stwithin the 

world with leading internet cropped location 

followed by means of US and China. The 

monetary donation of agriculture to India's 

GDP is regularlyturned down with the use of 

vast-primarily based monetarygrowth. Still, 

agriculture is demographically the broadest 

financial zone and performs an enormous 

position in the usual socio-financial material 

of India. 

The entireagricultural commodities export 

turned into the US $3.50 Billion from March –

to June 2020. India exported $38 billion really 

worth of agricultural merchandise in 2013, 

making it the 7th biggest agricultural exporter 

international and the 6th biggest internet 

exporter. Most of its agriculture exports serve 

growing and least evolved international 

locations. Indian agricultural/horticultural and 

processed foods are exported to extra than a 

hundred and twenty nations, generally to 

Japan, Southeast Asia, SAARC international 

locations, the European Union, and the US. 

The clustermethodwas used to acquire the 

records. Furthermore, the cluster is divided 

into sub-clusters which represented the 

villages of the Tehsil. Among these clusters, 

two villages were decided on randomly. 

Lastly, 5 villages had been selected. Among 

these sub-clusters, a pattern size of 20 

respondents become taken from every sub-

cluster through the use of convenience 

sampling. In order to ascertain a real change 

in the farm productivity and efficiency of the 

beneficiary of agricultural credit score, a 

comparable pattern of a non-credit person 

shall additionally be taken from each Tehsil 

used comfort sampling. The analysis was 

based upon primary data collected from 

respondents of various categories of 

consumer and non-person of agricultural 

credit. Data have been gathered with the help 

of a questionnaire. The questionnaire evolved 

in the neighbourhood language turned into 

stuffed by the researcher itself at some point 

ina face-to-face interview. The questionnaire 

turned into pre-examined in the field for 

applicable modifications. 

ANALYSIS TECHNIQUE: Since the observation 

is solely descriptive, frequency and easy 

possibilities have been used as the analytical 

tools for the study. 

MODEL: Depending upon the nature of the 

research and the targets they have a look at, 

the following mathematical/statistical 

methods became employed to draw 

meaningful inferences. 

EFFICIENCY RATIO: To calculate the primary 

target, the efficiency ratio become calculated. 

The performance is the output to the input 

rate. The efficiency ratio may be the 

calculated turnover of receivables, debt 

compensation, the variety and use of the 

equity, and the overall use of stock and 

equipment. 

 Efficiency=
𝑜𝑢𝑡𝑝𝑢𝑡

𝑖𝑛𝑝𝑢𝑡
 . 
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ECONOMETRIC MODEL: Multiple regression model was used to estimate the impact of credit on 

productivity as used by (Nosiru, 2010). The mathematical formula of the model is as under: 

𝑌𝑖= 𝛿0+ 𝛿1ln𝑋𝑖 1+ 𝛿2ln𝑋𝑖 2+ …. 𝛿𝑖 ln𝑋𝑖 3 + 𝜀𝑖 for i=1, 2...n  

Y = 𝛿0+ 𝛿1 ln 𝑋1 + 𝛿2ln𝑋2 +𝛿3ln𝑋3 + 𝛿4ln𝑋4 + 𝜀, where Y = Farm Productivity (Thousand Tons), 𝑋1= 

Agriculture loan (Million Rupee), 𝑋2= Interest rate (percentage), 𝑋3= Farm size (Hectares), X= No. of 

labours, ε = Error term 

 

7. Conclusion 

Region-Wise Distribution of Institutional Credit to Agriculture:  

 

State-wise production and investment credit per ha during 2016–17. 

Source: Authors’ calculation using data from NABARD and DES, GoI 

The outcomes indicated that institutional 

credit has a full-size advantageous effect on 

the value of output from agriculture that is a 

proxy for crop productiveness. The other 

variables together with irrigation insurance 

and fertilizer intake additionally had a sizeable 

and fine impact on productiveness. Earlier 

literature additionally guides the wonderful 

effect of institutional credit on agricultural 

productivity (Hazarika and Alwang 2003, Foltz 

2004, Das et al. 2009, Diagne and Zeller 2001, 

Kannan 2011, Awotide et al. 2015, Kumar et 

al. 2017). This has a look at sought to analyze 

the trends and impact of institutional credit 

on agricultural productiveness in India. The 

institutional credit score goes with the flow to 

agriculture in India has been growing over 

time with the rise being greater reported all 

through 2001–10. There became a structural 

shift in the institutional drift of agricultural 

credit with a rising share of SCBs and RRBs. 

Cooperatives were the foremost assets of 

manufacturing credit while SCBs were the 

important creditors of investment credit 
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scores. We located a persisting disparity in 

institutional credit score outreach to unique 

regions. Per ha disbursement of institutional 

credit became highest in southern states, 

whereas jap states received the bottom 

quantity in the course of the observed length. 

The panel data version found a sizeable and 

positive impact of institutional credit on 

agricultural productivity. These effects 

highlight the need for growth of credit score 

outreach via simplification of the process for 

loan disbursement. There is also a want to 

make sure equitable credit score distribution 

across regions with precise attention on credit 

hungry eastern, western and north eastern 

states. 
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