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C HAP T E R - I 

I N T ROD U C T ION 

1.1. Importance of Agriculture in India 

Agriculture assumes great importance in a developing 

country like India for the many and varied contributions it makes 

to economic development. The share of the primary sector in the 

1 
Net Domestic Product of India was 37.7 percent in 1985-86. 

According to the 19B1 Census figures, 59.4 percent of the work-

ing population in India was engaged in agriculture. Moreover, 

agriculture sustains much of'the non-agricultural activities of 

the economy. It is the source of raw materials or inputs for a 

variety of manufacturing industries. Agricultural exports and 

imports-constitute a considerable portion of the total foreign 

exchange earnings and expenditure of the country. Agricultural 

products account for about 50 percent of our aggregate exports. 

1. At 1970-71 prices, Economic Review 1986, state Planning 
Board, Trivandrum, p.B. 
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Manufactures with agricultural cont, .• t (such goods as m<..Ulufactured 

jute, cloth and sugar) contribute ano'ther 20 percent of the exports. 

Thus agriculture accounts for 70 percent of India's exports. 

In Kerala too, agriculture plays a predominant role in 

determining the net domestic product as well as the level of employ-

mente The sectoral contribution of Net Domestic Product of Kerala 

by the primary sector stood at 39.0 percent in 1985-86 at 1970-71 

2 prices. The percentage distribution of total workers in Kerala 

by industrial category 1981, reveals that 52.9 percent of the 

total working population derived their livelihood directly from 

3 the primary sector. 

1.2. Indian Agriculture Prior to the Mid-Sixties 

Agriculture in India prior to the mid-sixties was 

traditional in nature. Agricultural productivity was very low. 

The average rate of growth of agricultural output in India from 

4 
,1891 to 1947 was only 0.11 percent per year. Even after the 

First Five Year Plan, the productivity of Indian agriculture 

continued to be low, although the output of food grains had 

2. Ibid., p.8. 

3. Statistics for Planning 1986 - Department of Economics & 
Statistics, Trivandrurn - Aug. 1986, p.27. 

4. Blyn, George, Agricultural Trends in India 1891-1947: 
Output, Availability and Productivity, Quoted by Dantwala, 
M.L. "from Stagnation to Growth It, The Indian Economic 
Journal, Vol.XXIII No.2, Oct-Dec. 1970, pp.166-167. 
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increased at an average rate of 2.75 percent per annum d:.Jrinq 

5 
the period 1950-51 to 1965-66. This was attributed to the 

extensive method of cUltivation where land and labour as tradi-

tional factors of production had greater contribution. Thus, 

Indian agriculture remained in a traditional stage till tllP 

middle of the sixtees. 

1. 3. Agriculture and Indebtedness 

Though·agriculture provides employment to about 

three-fourths of the working population and contributes the 

major share of the national income, yet, in India, it is more 

a way of life than a pure business. As CUltivation becomes un-

economic, the cultivator is forced into a hand-to-mouth existence, 

which, in turn, presses him to borrow either for consumption or 

for investment in agriculture. The Indian farmer borrows year 

after year but he is not in a position to clear off the loans, 

either because the loans are larger or because his agricultural 

output is not large enough to payoff his debt. In this way, 

the debt of the farmer goes on increasing. This is what is known 

as rural indebtedness. It is the burden of debt which shackles 

agriculture and condemns the cultivator to a life of penury and 

5 • Ibid. 
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slavery which deprives him of the incentive to increase his 

6 production. As farming becomes uneconomic, the cuI ti Vel tor: 

is forced to reduce himsel f to the level of mere I substi stence' 

which, in turn, compels him to borrow both for consumption and 

agricultural operations. It is only common knowledge that rural 

masses borrow almost habitually. Neither the condition of the 

country nor the nature of land tenures, nor the position of 

agriculture affects the basic fact that agriculturists must 

borrow. 7 

1.4. The Need for Agricultural Credit 

The need for credit originates from a number of 

factors. It may be essential for the temporary mobilisation 

of a farmer's capital which is locked up in his land and stock. 

In this case, indebtedness never becomes a symptom and cause of 

danger. Cyclical, seasonal and annual fluctuations in agricultu-

ral production may impart wide gap between income expected and 

originally realised from the farm. Farmers who have no sound 

savings to meet their essential requirements, in such circums-

tances, resort to borrowing left and right. Social customs and 

obligations often compel a poor farrT'.er to borrow because his 

earnings from agriculture can never fully meet expenses due to 

his many and varied social obligations. In such cases, credit 

becomes a sign of weakness and cause of danger. 

6. WOlff,H. Co-operation in India, Thacker Spink and Coy. 
London 1927, p.3. 

7. Nicholson, F.A •• Report regarding the possibility of 
introducing Land and Agricultural Banks into the Madras 
Presidency, p.46. 



1.5. 

In the classical sense~ agricul t<J.dl cr"·~(lL t J . .> a 

'gap fi 111 ng' agent bet~een income expenc1j tUTe 

In (1 backward agriculture where.hl the unorgi'lnl sed mon"'_'Y :H(1L'b~t 

plays a dominant role, the dynamics of debt is reflec U~(i .i:1 the 

process of involuntary market involvement of small art:] ;n2r'j i. it,ll 

farmers. It is this underlying mechanism of debt whic1i :;:::LV2S 

the dual purpose of extracting surplus from small peasants 

through forced commercialization, on the one hand, and creating 

8 
a continuous process of di fferenti ation among them, on th:2" other. 

It is interesting to note that while poor peasants are crcdi t-

wort_hy to private lenders, the insti t.utional agencies never 

consider them so. Standing crops, promise to render future labour 

services, already encumbered lanel, revi sion 0 f tenuri al ;" rr2rl(je-

ments in case of default, which are generally unmarketable as 

collaterals in the organised money murket, trequently serve as 

9 securities in the unorganised money market. Lender's • > 

1:1.:. /. in 

case of default is a genuine concern for instit.utions, but it 

is reduced to a largely irrelevent concept by pri va·te h:llders in 

rural areas through systematic under valuation of collaLerals 

thct are typically unacceptable to insti tutions.
10 

It is 

8. Bhaduri Amit, 'Economic structure of Backward Agricul tu re' # 

Macmillan, New Delhi, 1984, p.49. 

9. Ibid., p.74. 

10. Ibid., pp.82-83. 
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only natural that well-off peasants who have sufficJt:.~nt_ L,C'LHl 

, 
liquidity will try not to expose themselves to such transfer 

risks. The defaulted peasants who have accumulated debt to 

money lenders have no option but have to involuntarily 8 •. 11 

their assets offered as collaterals. Thus, usury which's usr_'d 

•• a convenient device by money lenders for accwT1ulatiw] 3;;sets 

through the transfer of under-evaluated collaterals le(-1d~; t'O 

dispossession, pauperisation and proleterianisation 'Of pour 

pep-sants. 

Agriculture Credit and the New Technoloqy 

The New Technology, commonly known as 'GL-e~n RI:;vo-

lution' effected rapid changes in agricul ture. The product:ion 

of food grains rose to 108 million tonnes in 1970-71 froLI 138 

million tons in 1964-65; and it went up to a record proiJ-lction 
11 

of 150.6 million tOllnes in 1983-64. in 1985-86 and 1986--87, 

the figures stood at 150.4 million tons and 144.1 million tonnps 

. 1 12 respectlve y. But, the new technology, though size-·nr:mtral 

in character, is well known for its capital intensity. 'The 

application of costly inputs like seeds, fertiliser and pesticides 

with assured irrigation, necessitates more investments compared to 

traditional agriculture. It is believed that the applicati~n of 

high dosage of capital can make agriculture a powerful en].i.ne of 

11. Pany Raj Kishore, lnst! tutional credi t for AQricul t_UJ:!'~ tn 
India, Ashish Publishing House, New Delhi 1985:pp:2-~3-~~-~ 

12. Agrawal A.N., Varma H.O., P.e.Gupta India, 
Information Year Book, Op.cit., p. 99. 
-----------~ - -
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growth. Once there are investment opportunities and efficient 

incentives, fanners will turn sand into gold. 13 This growing 

importance of capi tal for transformation of agricul h':c points 

to the need for credi t I for the majori ty of farmer's farm liqui­

dity is very small and vIrtually nil. Big farmers were capable 

of purchasing the new technique because they were having sufficient 

investible funds derived from their own farms. At the same time, 

small and already indebted farmers in the traditional agriculture 

had no ways and means to adopt the new technology which would 

lead to increased productivity. In this context, the role of 

institutional finance to agriculture becomes significant and 

invariable. 

1.7. Institutional and Non-Institutional Sources of Credit 

The Reserve Bank of India has classified the credit 

agencies as Institutional and Non-Institutional. (a) Government, 

(b) Co-operative Society/Banks, (c) Commercial Banks, (d) Insurance, 

and (e) Provident Fund are grouped under "lnsti tutional Agencies", 

and (f.) Landlords, (g) Agricul tut-al money lenders, (h) Profess-

ional money lenders, (i) Traders, (j) Relatives and Friends, 

14 (k) Others are grouped under IINon-Insti tutional Agencies." 

13. SChultz.T.vl]A~ Transforming Traditional Agriculture. 
New Haven ~o4, p. 10. 

14. Reserve Bank of India Bulletin, IIAII In0ia Debt and Inve­
stment Survey, 1981-82, Assets and Liabilities of House­
holds as on 30th June 1981- Salient Aspects. p.447. 



1.8. 

8 

The Need for Ins ti tu tionali s·~\ti on of !;,g.~:Lc.:.:~:L~.:~~'.L ;~);.. 
Finance 

The Agricultural Finance Sub Committee, ;..rILile ex()n:ining 

the role of money lenders in the rural money market, noted that 

the credit dispensed by money lenders acts as a serious drag 
1 r­

on agricultural development instead of contributing to it ..... J 

The nature of operation of the unorg~nised money market... as 

described by the All India Rural Credi t Survey Cornrni ttP1 :, Isvealed 

that money lenders not only have an opportunity of amassing 

wealth~ mainly through the snOWballing of compound interost charges, 

but also get innumerable pecuniary benefi ts by acquirin'J a 

thorough grip over the peasants' 1ife. 16 

Despite the various Acts enacted since independence 

to regulate the acti vi ties of money lenders, their hold. on the 

rural credit market continued to increase. As a consequence, 

the need for strengthening institutional credit agencies was 

increasingly felt. The beginning of the institutional finance in 

agricul ture elates back to the fi rst decade of the present cen+.ury 

with the enactment of co-operative societies act in 1904. Grant of 

taccavi and land improvement lOans were the 01(1. forms of state-help. 

15. Government of India, Report of the Agrjcultural Finance 
Sub Committee, New Delhi, 1945, p.59. 

16. Reserve Bank of Indi a, All Inc1i a Rural Credi i;; Survey.' 
Report of the commi ttee of direction, The Gen~ri~I!:-:TOX..!:.' 
Vol. II. BombaY, 1954, p.167. 
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Taccavi loans were first advanced as far back as 1873. subse­

quently, a number of Acts were brought about in 1871, 1876 and 

1897. Two Acts, namely, Land Improvement Act, 1883 and the 

Agricultural Loans Act, 1884 were enacted on the basis of the 

recommendations of the Famine Commission 1880. All these were 

intended to provide credit facilities for effecting permanent 

improvement to agriculture. The word 'improvement' meant enhanc­

ing the rental value of land. Whereas the Land Improvement Act 

provided long term finance, the Agricultural Loans Act envi$~ged 

the provision of working capi tal. The co-operative societies 

Act of 1904, prescribed broad principles, with an object to 

encourage thrift, self-help and co-operation among rural people. 

This Act did not make any provision for societies for purposes 

other than the supply of credi t. 'l'he recommendatJons of Sir 

Frederich Nicholson who had studied the working of co-operative 

societies in Europe, were the guidelines for drafting the principal 

tenets of the Act. Since 1904, co-operatives were encouraged to 

act as the single source of institutional credit for agriculture. 

The role of commercial banks in providing credit to agriculture at 

that time was insignificant. Neither these banks nor the Government 

was in favour of the deployment of credit to cultivators directly 

by the commercial banking sector. The Infonnal Group of Institu­

tional Arrangements for Agricultural Credit 1965 reported that 
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lIone cannot look to the commercial banks for providing a 8a t..;1s-

factory system on supplementary and tran~i tional basi s for any 

large scheme for the cuI tivClting population in Indian concli tions"~ 7 

In addi tion, the cuI ti vators were also reluctant to 

borrow from commercial banks on account of the banks' unsuitable 

lending policy and inconvenient procedun~s. Thus, the share of 

agri cuI tural credi t by cornmerci al banks was very low in Indi a 

prior to the late sixties. The share of commercial banks in the 

total supply of credit to cultivators was 0.9 percent during 

18 
1951-52, and it further declined to 0.6 percent during 1961-62. 

However, the share of co-operative credit in the total supply of 

credit to cultivators rose from 3.1 percent in 1951-52 to 15.5 

19 
percent in 1961-62. 

1.9. 

20 
Again, it \>lent up to 22.0 percent in 1971. 

The Introduction of Multi-Agency Approach 

The study group appointed by the Reserve Bank of India 

on organisational frame ... lork for the implementation of soci al 

objecti ves held t.he view that co-oper<-lti yes would fail to meet such 

17. Government of India, Report of the Informal Group on Institu­
tional Arrangements for Agricultural Credit, New Delhi, 1965,p.85. 

18. Report of the All India Rural Credit Review Committee, p.100, 
Table-I. 

19. Ibid. 

20. Reserve Bank of India Bulletin !lAII India Debt and Investment 
Survey, 1981-82 11

, p.447, Table-7. 
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big amounts of credi t,-requirerncnts as suggested by new technology 

and the new technology would not yield the expected results owing 

to the inadequate supply of institutional credit.
21 

The supply 

of credit from co-operatives was not only inadequate but inequi-

tous too. The lending policy of co-operatives had a high bias 

towards big land-holders. While the per-hectare supply of co-

operative credit to small farmers increased from 54 Percent in 

1962-63 to 58 percent in 1967-68, the corresponding figures for 

the period, increased from 100 percent to 154 percent in the case 

22 of large farmers. These drawbacks and weaknesses of co-opera-

tives led to review the agricultural credit policy in India. 

As a resul t, the introduction of other insti tutional 

agencies, mainly, commercial banks, to finance agriculture was 

suggested. The establishment of Agricultural Credit Corporation 

was another alternative suggestion. However, the agricultural 

credit situation in India did not undergo a great change till the 

nationalisation of 14 major commercial banks on the 19th of July 

1969. The bank nationalisation upheld the role of commercial 

banks as very important in the field of agricultural credit. Thus, 

a multi-agency approach to finance agriculture was introduced with 

the nationalfsation of banks in 1969. 

21. Report of the All-India Rural Credit Review Committee, pp.88-95. 

22. Rao C.H. Hanumanth2, "Farm Size and Credit Policy", 
Economic and Political Weekly, Vol.V No.52, Dec.26, 1970. 
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Moreover, the Banking Commission (1972) recorrmended 

the establishment of Rural Banks. In 1976, the National Commission 

on Agriculture recommended the establishment of RegionaJ Rurul 

Banks. Initially, five regional rural banks were set up in 1975. 

In 1986, there were 193 regional rural banks wi th 12,600 branches 

allover India. 

The nCltionalisation of six more commercial banks .in 

1980 was anoth~r step thdt faci Ii tated the process of agricul tural 

financing in India •. The establishment of a separate bank at the 

national level for agriculture ancl rural development (NABARD) in 

1982 was an important landmark in thE' development mUlti-agency 

approach. 

1.10. Problem Under Study 

Vast changes have taken place in the field of insti­

tutional rural credit in India since the nationalisation of 

nineteen commercial banks in 1969. The supply of institutional 

finance to cultivators amounted to 63.2 percent of the total 

credi t in 1981 compared to 31.2 percent in 1971. Insti tution­

qlisation of agricultural credit envisaged two objectives in 

general. One was to emancipate cultivators and farmers from 

the clutches of indigenous financiers and money lenGers. The 

second was to make farmers financially capable of adopting the 

new technology or improved practices in agricul t.ure so as to 

increase their agricultural production and thereby contributing 

to the development of agriculture in India. 



1 -.l.j 

In order to real.ise the U.Ist obj;~(:tivPI JI: '.';;-'.'20 P:-:::~(::Il-

tial to enhance the insti tutional credit supply. The t.-1 »"J::.L 

change in insti tutional rural credi t supply from l':n.l "-' '." 01, , 

shoVln by the Reserve Bank of Indin reports rev0aled that 'lb, ,,':~-

deaVOUl:5 made by Instl tutional agencies in t.hlR regan) \-i8!:0 

promising. But the second objective which related to the C[',)',11· 

tati ve aspect of credi t pre-condi tioned ·the productive aId pC·.'p':>i 

uti Ii sation of the borrowed fund. As long as the credi t i::.' not 

utilised for productive purposes in agriculture, there is not 

much meaning in credi t expansion by insti tutional agen,_le::.;. J t 

can be argued that because small farmers in India have hiqher 

propensity to consume, it is possible that they divert the 

production credi t ei ther fully or partially to consumption needs. 

In Kerala, where the propensity to consume non-food 

items like medicine, education, clothing etc. is high(:;r among 

all classes of people, it can be argued that ~le tendenCY to 

divert the production credit is also higher in Kerala. 

The diversion of credit may constitute a high risk 

in repayment of credit. Even if small farmers use credit fo:r:-

production, bc~cause of their higher margi nal propensi ty t.o 

consume, the increased income m;=iy be used for consumption rC'lther 

than repayment of credit. The two important problems facing 

those who could not repay the borrowed funds within the stipu-

lated period are, 
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1) the borrm'v'crs losethei r in tegrl ty cmel credit-worthiness 

before the institutional agency, and 

2) consequent on the accumulation of overdues a permanent 

relief from indebtedness becomes impossible. 

Another problem is related to the nature of credit 

distribution among different classes of cultivators. In ~ontrast 

to the atti tude of instl tutional agencies before 1969 "cn~di t-

worthiness" has been redefined immediately after the intr,)ductlon 

of multJ-agency appro;3ch in the field of agricultural finance. 

Accordingly, the progressive idea of need-based credit replaced 

the old notion of credi tworthiness which was identified wi th 

"asset-worthiness" of borrowers. This deviation from the objective 

to the subjective approach brought ahout certain loopholes and 

posed some technical problems in insti tutional credi t management. 

Few excerpts from II •• • InstructJons on AgriculturCll Finance 1980 11 

issued to managers of commercial banks would make it clear. In 

one ch'1pter it said, "There is no upper limi t for the amount 

sanctioned to individuals or group of farmers. The only criterion 

is that the loan amount should be need based and for agrlcultural 

23 production purposes. In contrast to thi s, another chapter 

prescribed a strict limit to credit, based on specific a~~t~netical 

23. Check list Dnd Compendium of Instructions on Agricultural 
Finance 1980, Chapter-IV, p.2. 
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calculation regarding the scale of finance to agriculture. 

According to this calculation, the scale of financing agriculture 

was related to the yield per hectre, total income per hectre and 

24 net surplus produced. This would, indirectly mean that those 

who owned more land or assets could command more credit. Thus, 

the norm 'asset worthiness' to assess creditworthiness reappears 

and continues to exist there wi th all the constraints. 

Apart from this, the new provision did not prevent 

large land holders with big farm liquidity from borrowing for 

working capital in agricultural operations. In addition, the 

instruction to bank managers that "Finance should be extended 

for viable or potentially viable proposals and subsistence 

farmers should be excluded,,25 indirectly encourages to turn the 

direction of credi t supply to\.;ards those "asset-worthy"-cum-

credit-worthy cultivators. In the case of big cultivators 

capable of producing sufficient surplus within the farm house 

hold i tsel f for investment as worJdng capi tal, crop loan is 

unnecessary. Therefore, borrowing of crop loan by any cultivator 

with sound farm liquidity should be viewed seriously in the 

sense that there is a possibility of diversion of the borrowed 

money. The credit supply agencies are particularly interested 

in the recovery of the money lent. Though strict proceedures are 

24. Ibid., Chapter-V, p.l. 

25. Ibid., Chapter-x, p.2. 
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prescrtbea to supervise the utilisntion process, there are chances 

that some borrowers would divert the fund. There are chances that 

well-off farmers who have borrowed from institutional agencies 

relend it at exhorbitant rates of interest to small and marginal 

farmers who never get adequate credit for their needs from ins-

ti tutlonal agencies for want of asset worthiness. It will be, 

therefore, highly useful to probe into the mechanism of credit 

d1 version in the sense that it can find out those factors that 

prompt different classes of borrowers to divert credit in an 

economy where different sectors have attained different levels 

of development. 

In Kerala, where development of the service sector 

has relatively gone ahead, such an inquiry seems to be quite 

signi ficant. 

1.11. The present study is an attempt to examine the 

above,'$aid problems in Kerala at the village level. The study 

has been conducted with the following objectives. 

1. To study the nature of borrowal and the criteria for credi t 

distribution among different categories of farmers. 

2. To study the nature of credi t utilisation by different 

ca tegori E~S of farmers. 

3. To identify the important factors that induce borrowers of 

different size-classes to divert credit. 
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4. To examine overdues position among different classes of 

farmers. 

5. To understand the socio-economic situation in which credit 

diversion and debt accumulation take pl~ce. 

1.12. Hypotheses 

In pursuance of the above objectives, the study has 

advanced the following hypotheses. 

1) Institutional credit could not replace small peasants' 

dependence on rural merchants and money lenders. 

2) The magni tude of borrowing by cuI ti vators from insti tutional 

agencies is independent of the farmers' need for agricultural 

credit or their farm liquidity_ Indeed, it depends on the 

credi t availabi Ii ty to and credi t_worthiness of the cuI ti vators. 

3) Di version of agricultur~l credi t is a usual practice among 

land holders of all size-classes. 

4) Increased supply of institutional finance could not substan­

tially contribute to the growth of capital equipments in 

agriculture. 

S) Institutional finance to agriculture can prevent cultivators 

from being dispossessed of their capital assets as well as 

valuables like gold ornaments. 
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1.13. Scope of the study 

Though vast Ii terat.ure on Insti tutional Credi t and 

agriculture is aVdilable, no indepth and serious work examining 

thoroughly the cause of credi t di version has been undertaken so 

far. The present study is an attempt to fill up this gap. The 

study will be helpful to lenc1ing insti tutions, viz. Co-ope:r-atives, 

Commercial banks and various other insti tutional agencies in 

connection with their lending activity_ Also, the study will 

help government in .formulating proper policiE!s that will insure 

a preferential treatment in favour of the most needy category of 

farmers and cultivators with respect to agricultural credit 

disbursement. 

1.14. Data Base and }1ethodology 

The study has made use of information and statistics 

from various publications of the Reserve Bank of India; Government 

of India; Department of Agriculture, Government of Keralai 

Directorate of Economics and statistics, Government of Kerala; and 

State Planning Board, Government of Kerala etc. Hovlever, as the 

study is mainly related to the utilisation aspects of credit for 

which adequate secondary data and literature are not available, a 

primary level inquiry, using survey schedules and structured 

questionnaires, was conducted. 
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The field study was conducted in two selected villages 

of Ernakulam Revenue District of Kerala. A selection at the taluk 

level was made prior to the basic selection of villages. The 

following criteria were adopted for the selection of taluks as 

well as villages (a) The proportion of cultivators among tot~l 

main workers in the area (b); The number of insti t_utional agencies 

in the area giving priority to agricultural financing, and (c) 

The cropping pattern. 

Ernakulam district has 7 taluks. As per the census 

of India 1981, the ratio showing the percentage distribution of 

cultivators on main workers was highest for Muvattupuzha (23.38 

percent) taluk and second highest for Kothamangalam (20.43 percent) 

taluk. There were 46 and 28 institutional agencies financing 

agricul ture in Muvattupuzha and Koth<Jmang~lam taluks respectively 

duri ng the reference period. Compared to other taluks in the 

district, the taluks under consideration had a relatively advanced 

agro-oriented banking set up. Moreover these taluks had a uniform 

cropping pattern in the sense that almost all major crops in Kerala 

were cultivated there. Therefore, MUvattupuzha and Kothamangalarn 

Taluks were selected at the taluk level. 

Coming to the village level, two villages, one each 

from the two taluks, were selected based on the same criteria. 
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Muvattupuzha ta.l.u.k is cOllstituted by It) villd,,:WS. 

T~ ratio showin~ the PE'rceIltage distributioIl of cult.ivators 

amony the main workers, as per the census of India 19tH records, 

was fOWld hi.yhest for Elanji (35.19 p€'r cent) villdIJE' iu the 

taluk. • There were 3 schedul ed ballks (includiny olle branch of 

,tohe Lead Hauk for th:> distr·lcL) aod orl(> village Co-operative 

Bank in the> village. 

was found typically revreseIltillY Kerala. HeliCE', Elanji from 

Muvattupuzha tdluk was selected for the field study. 

The sainE> method was applied in selecting Kadavoor 

villaye from Kothamangdlam tal uk. 

From eactl villaye, 40 cultivatoLs were selected at 

random from a list of cU.l.tivators. The cult.ivators weLe cat(;'-

,::!orised into the fOllowiIlg size-classes of land holding. 

less than 
50 ceuts 

50 100 

1UO 2uu 

200 - 500 

SOU -1000 

above 10 : lU()O 

" 

II 

" 

II 

fI 

Data givell by th? cultivators rE'gardiIltJ the ownership 

of 1,3.Ild ""as verified wi ttl the basic c.ax reyis ter and other 

related records K!=,pt. ill t.he resVE>ctivf..'> village offices. 
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Thus, the sample size for the field study in the 

district included two taluks, two vill.ages and 80 farm households 

The sample villages had 4 scheduled banks including 2 lead bank 

branches and 2 village co-operative banks during the reference 

period. 

For the collectlon of data, both survey and interview 

methods were adopted. Information from the sample cuI ti vators was 

collected by a structured survey schedule. 

The reference period for the study was 1983-1986. The 

field study was conducted in three phases; one visit each to a 

sampl'3 cuI ti vator household in every year. 

1.15. Scheme of the study 

The study is divided into 8 chapters. 

The first chapter introduces the research problem 

along with the objectives, hypotheses and methodology adopted for 

the study. 

In the second chapter, a review of related literature 

is presented. Innumerable studies on rural credit have been under­

taken by the Reserve Bank of India. Many social scientists, both 

Indian and foreign, also have carried out enquiries to understand 

the mc:ch,mism of rlJrdl credit in Indin. None of these studies 

has focussed attention on the spec! Ltc fa~tors underlying credlt 

diversion. 
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1.16. LJmi tntions of the study 

As adequate secondary data on the utilisation aspects 

of institutional credit to agr:tculture is unavailable, the s·tudy 

has to depend on the primary data colV~cted through a survey 

schedule from 80 randomly selected farm - households in the two 

villages of Ernakulam revenue district. Had the number of house­

holds been bigger it would have adequately contributed to the 

analytical generalisations and the general findings of the study. 

But, because the randomly selected households are spread uneven~y 

in various p2.rts of the villages, it was difficult to collect data 

from more households due to limited time and finance. 

Wi th regard to the collection of data, unlike in 

industrYI wl)l~re the nature of org;)ni sation and the prevalence of 

book-keeping practices possibly account for the greater reliabili ty 

and accuracy of quantitative information, data on the assets and 

financial aspects of agricul ture are prone to be less accurate. 

It is common among all clll ti vators that they do not keep regular 

accounts on all matters relating to agricultural operations. Hence, 

valuation of assets, esp~cially those created on the farm and for 

which we have no direct market valuation, poses a difficult problem. 

Similarly, evalllati ng the depn~ci at; on of a non-standardized 

variety of capital asset is another difficulty. Hence, implements 

and machinery owned by cultiv~tors are ev~lunted at current market 

prices and depreciation charges as a certain percentage of ita 
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value. Di fficul ties mul tiply when data on income and expendi ture, 

savings, rents and interests are to be obtained. This arises not 

only due to the absence of proper records but also to the chance 

of misreporti nq. However, mi'lximum possi b] e efforts were made to 

overcome such difficulties in order to collect reliable and 

reI event data. 

As per the classification of the Reserve Bank of India, 

there are five categories of insti tutional agencies viz. (1) 

Government, (2) Co-operative Soci eti eS/Banks (3) Commerci al Banks 

(4) Insurance and (5) Provident Fund. But, the present study has 

inCluded only two categories namely (1) Co-operative societies/banks 

and (2) Commercial Banks for the following reasons. Firstly, the 

pilot survey conducted 1n the sample vlllages showed that the 

number of benefici aries from sources other than these two was 

insignificantly small. Secondly, it was very difficult and time 

consuming to make a cross-checking of the details given by such 

beneficiaries, with the office from where they got credit, because 

the concerned offices were situated far awaY from the sample 

villages. Thirdly, as far as the sample villages were concerned, 

the major share of its agrlcul tural credit had been supplied by 

these two agenci('~s. 



C HAP T E R - II 

REVIEW OF RELATED LITERATURE 

2.1. The growth of institutional arrangements since the 

introduction of tIle multi-agency approach in the field of agri­

cultural finance has widened the scope of literature on it, 

considerably. A large number of studies on different aspects 

of institutional credit have been made by several expert commit­

tees and individual scholars. The present chapter attempts to 

make a brief review of the important studies related to institu­

tional finance for agriculture in India. 

All works done hitherto have attempted to examine the 

following five major issues connected with institutional credit 

for agriculture. 

1) The magnitude of rural indebtness 

2} Supply of Institutional credit 

3) Assessment of production credit; requirements 

4) Utilisation and repayment of credit 

5) Problems of institutional credit 



26 

2.2. The Magnitude of Rural Indebtedness 

The Reserve Bank of India conducted four decennial 

surveys with an objective to build up dependable estimates of 

assets and liabilities, borrowings, capital formation etc. of 

cultivators at state and all India levels. The first two 

decennial surveys, viz; the All India rural credit survey, 1951-

52 (A I R C S) and the All-India Rural Debt and Investment Survey 

1961-62 (A I R DIS) were conducted by the Reserve Bank of India. 

The third and fourth decennial surveys on debt and investment 

were carried out by the National Sample Survey Organisation, 

(N S S 0), C~vernment of India in the 26th and 37th rounds 

respectively, at the instance of the RBI. 

Prior to the All-India Rural Credit Survey of 1951-52, 

there was no organised effort to assess the level of rural in-

debtedness in Indi a. Before the Second \'lorld War, the figure of 

rural indebtedness was roughly indicated according to certain 

estimates as ~.1800 Crores and during the post-war period the 

amount of rural indebtedness was estimated to have come down to 

1 
~.900 Crores. It was only from the Rural credit Survey Report 

(AIRes) 1951-52 of the Reserve Bank of India that separate 

information regarding indebtedness among cultivators in India 

was first made available. The report revealed that the average 

1. Choubey-B.N.;~Institutional Finance for Agricultural 
Development, Shubhada Saraswat, 67 Patel Estate, Pune-41100 ,p.22. 
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borrowing per cultivator' was Rs. 210. 2 The survey observed wide 

variations in the average borrowings per cultivator household 

as between one state and another in India. These variations in 

the level of average borrowings were argued to be connected with 

the stage of agricultural development, the type of fanning, the 

nature of crops, cropping pattern, the method of cultivation, 

t.he state of monetisation and the availability of credit from 

institutional sources. The survey also found that the borrowings 

varied between different classes of cultivators ranging from 

Rs.l11 per family for small cultivators and Rs.173 per medium 

cuI tivators to Rs. 357 per family for large cultivators. It was 

explained that this might be due to the variations in the require-

ments, debt absorbing capacity and Varying degrees of borrowers' 

credi t-worthiness. An examination into the purpose-,olise borrow-

ings revealed that 46.9 percent of the cultivators' borrowing 

was for family expenditure, 31- 5 percent was for capital expenditure 

on the form and 10.6 percent was for current CUltivation expenses 

on the farm. 

According to the All-India Rural Debt and Investment 

Survey (RBI) 1961-62, about 52 percent of the cultivator families 

reported borrowings, for the country as a whole. In the case of 

indebted cultivators the survey observed wide variations as between 

2. The All-India Rural credit Survey 1951-52, Reserve Bank of 
India, Bombay. 
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proportion of loans obtained from institutional sources in Kerala 

was 16.5 percent. The corresponding figure for India as a whole 

5 was 16.8 percent. This would mean that the level of institutional 

credit supply to agricul ture in Kerala was more or less the same 

as in the country as a whole. But, the All-India Debt and Inves-

tment Survey 1981-82 revealed that the percentage of indebted 

cultivator households in Kerala was higher than that in India as 

a whole. While the percentage of indebted cuI tiv ator households 

stood at 22.34 in India as a whole, the corresponding figure for 

brala was 29.54. 6 

A comparative analysis revealed that the proportion 

of indebted households decreased quite sharply in the rural sector 

from 43 percent in 1971 to 20 percent in 1981, but the average 

~bt per rural household increased during the decade from ~.500 

in 1971 to Rs.661 in 1981. 

A statewise distribution of cash dues as assessed by 

the All-India Debt and Investment Survey 1981-82 revealed that 

the percentage distribution of cash dues owed to institutional 

7 
agencies by cUltivators in Kerala was 78.9 percent of which 

5.8 percent came from the Government, 33.8 percent contributed 

by Co-operatives, 37.5 percent supplied by commercial banks including 

5. The All-India Debt and Investment Survey 1961-62, The Reserve 
Bank of India Bulletin 1965, Sept. and Dec. 

6. Reserve Bank of India, Dept. of Statistical Analysis Computer 
Services, Bombay, All-India Debt and Investment Survey 1981-82, 
Assets and Liabilities of Households as on 30th June 1981,p.441. 

7. Ibid., Table-4.1.3, p.45. 
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regional rural banks, 0.4 percent given by Insurance and 1.4 

percent distributed by Providend Fund. It is visible from the 

survey results that Kerala, out of the seventeen states described 

in the report, remained one among the four states in India where 

the percentage distribution of credit to cultivators by institu-

tional agencies was the highest. 

2.4. Supply of Institutional Credit 

The trend in the supply of institutional credit during 

1970-71 was analysed by the National Council of Applied Economic 

Research (NCAER). A survey conducted by the Council revealed that 

30.3 percent of the total borrowings made by the cultivating 

households in the country was from the institutional agencies, viz. 

Government, Co-operatives and Commercial Banks. The survey results 

showed that the share of coperatives was the highest (22.7 percent) 

followed by commercial banks (4.0 percent) and then by the Govern-

8 
ment (3.6 percent). Later, the All-India Debt and Investment 

Survey 1971-72 conducted by the Reserve Bank of India throughout 

the country showed that the borrowings from institutional agencies 

were 21.7 percent of the total cash borrowings of the cultivator 

households. 9 The third decennial survey conducted by the Reserve 

Bank of India, thus, ,revealed that the supply of institutional 

credit to cultivators had increased in 1971-72 compared to the 

early sixtees. 

8. National council of Applied Economic Research, Credit require­
ments for Agriculture, New Delhi, 1974 p.80 Table.32. 

9. RBI, All-India Debt and Investment Survey 1971-72, Statistical 
Table Relating to Cash borrowings and Repayments of Households 
during July 1971 to June 1972 and cash outstandIng as on 30th 
June 1972, Bombay 1978, p.26. 
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The Review committee of the Reserve Bank of India 

calculated the progress of institutional credit supply to agri-

culture to observe that both the primary agricultural credit 

societies and commercial banks were successful in achieving their 

10 
lending targets. 

As regards Kerala, the committee found that the supply 

of institutional credit was the highest in Kerala (Rs. 268) followed 

by Tamil Nadu, Punjab and Gujarat.
11 

The inter-state variation in credit disbursal was noted 

by the committee to Review Arrangements for Institutional Credit 

for Agriculture And Rural Development, after studying the supply of 

institutional credit to cultivators in 1977_78. 12 General studies 

at the individual level were launched to look into the uneven dis-

tribution of agricultural loans in different states in India. Gupta 

and Balareo13 while discussing the problem remarked that the 

regional difference in technological progress might be the reason 

for the regional variations in credit disburs21. In another study 

on inter-regional as well as intra-regional disparities in the flow 

of credit, the authors found several factors influencing the demand 

10. Reserve Bank of India, Regional Rural Banks, Report of the 
Review Committee, Bombay 1978 pp.8-9. 

11. Ibid., p.32. 

12. RBI, Report of the committee to Review Arrangcmen~ for Institu­
tional Credit for Agriculture and Rural Development (CRAFICARD) 
pp. 41-42. 

13. Gupta, S.B.L., Balareo.M.M. and Venketeswaralu.M. "Regional 
inequality in the supply of co-operative credit in India", 
Indian Journal of Agricultural Economics, Vol.XXXIII, No.4, 
Oct. Dec. 1978, p.15? 
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for agricultural credit along with , the supply of it to be 

vitally important in determining the variations in credit flow. 14 

As per the findings of the study conducted by S.K. Tewari and 

15 J.S. Sharma, inter-state disparities in the disbursement of 

farm credit have declined because of the expansions of general 

branch net-work. A study conducted in seven regions of the state 

of Maharashtra found that the supply of farm credit by commercial 

banks was abnormally high for the Greater Bombay as compared to 

the remaining six regions. 16 

Regarding the distribution of institutional credit 

among different size-groups of cultivators, the study conducted 

by the National Council of Applied Economic Research found that 

while small farmers (below 2 hectares) could get only a small 

portion of the total lendings of cooperatives and comnercial banks, 

the large size category (above 6 hectors) could obtain 35 to 36 

17 percent of their total lendings. A study conducted in Ludhiana 

14. Mukhop~dhyay, A., Banerjee, B.N., and Saitra B.N., 
"Variations in flow of credi t-A cross-sectional analysis II 
Financing Agriculture, Vol.XI, July-Sept. 1979, p.23. 

15. Tewari, S.K. and Sharma. J.S., ltDisparities in Flow of 
Rural Bank Credit among Major States in India". Indian 
Jou~al of Agricultural Economics, Vol.XXXIII No.4 Oct. 
Dec. 1978, p.144. 

16. Dhongade, M.P. and Dangat, S.B., IiRegional Di!:>parities in 
Farm Finance By the Commercial Banks in Maharashtra tl

• 

L~cli.qp Journal of Agricyl tt.!2:":,al Econo1l].ics, Vol. XXXIII No.4, 
Oct. Dec. 1978, p.131. 

17. National Council of Applied Economic Research, Credit 
Requirements for Agriculture, p.81. Table-34. 
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district r€"veal€>d that the average amount bOrrowed by large 

farmers from institutional ag€"flciE's was siynificantly hiyhE'r 

than that of small and medium farmE?rs. 1S The findings of 

auother study on agricultural advances made by the Lead Bank 

in Varanasi district of Uttar Prad€>sn, in the year 1971-72, 

disclosed that 40 peorc€>Jlt small farmers rE'ceived only 21.08 

pE'rcent of t~ total loans adVdnCE'd to cultivators while 33.33 

perc€"ut medium farmers and 26.67 perceIlt large farmers received 

3L..60 P€'rcE'nt and 43.32 percent of the advanO?s rE'specti vely. 19 

D.Kumar and A.S.K.ahlon in thE'ir study found that on an avE'rage, 

the amount of overdues pe>r small, medium and large farmer was 

Rs.2843, Rs.2423 and RS.4330 r€>SpE'ctively.20 Lavenia and 

ot.hE>rs, thro~ h a caSE> study in U. P., rev€>al€>d that small 

farIT\f?rs who cOllsist€>d of 21.53 percellt of thE' total sample 

borrowers recf>ivE'd only l€"ss than 4 ~rce(lt of the> t.otal bank 

loans, whereas large farmE'rs who were 41.54 of thE> total numbE-r 

21 
yot more than 83 percent of thE> total bank loans. 

18. Kumar, Darshan and Kahlon, A.S. "A critical Study of 
Farmers', Indebt€>dIlE?SS in Ludhiana District" Financing 
Agriculture; vol.X. No.3 Oct. Dec. 1918, p.4. 

19. Pandey H.K. "A Study of credit RequirE'ments alld Advances 
by .Lead Bank in Varallasi, U.P ... " Economic Affairs, 
vol. I?, ~os. 7-10 sept. Oct. 1972; p.443. 

20. KUffidr, Darshall and Kahlofl; A.S. t'A critical study of 
FarmE'rs' indebtedness in Ludhiana District" Tabl€' 1 
op.cit. pp.4-S. 

21. L3.ve-nia, 'J.S., Balerao; M.B.; and Tiwari, M.P., "commer­
cial Banks aud the small Farmers" Economic Affairs, 
vol.21, No.5, May 1976, ~p.170-171. 
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Almost all studies relating to the pattern of di5-

tribution of institutional credit observed that the access to 

insti tutional credit for small farmers or weaker sections in 

agriculture continued to be limited. The report of the working 

22 group on Rural Credit has strengthened the abovesaid observation. 

The All-India Debts Investment Survey 1981-82 has 

brought out certain interesting observations regarding the 

relationship between the cash dues of different asset groups 

among cultivators and credit agencies. Table 4.2.3 in the survey 

reports revealed that there existed direct relationship between 

the value of assets owned by cultivator and the amount of loans 

advanced by institutional agencies. As per the table, while 

cultivators in the asset group of 5 lakhs rupees and above could 

get 94.8 percent of their total credit from institutional agencies, 

those in the asset group of less than 1000 rupees, could borrow 

only 4.6 percent of their total borrowal from institutional 

23 
sources. 

22. Goverrlment of India, Ministry of Commerce, Civil Supplies 
and Co-operation, Report of the Working Group on Rural 
Credit and Co-operation, Medium Term Plan, 1978-1983, 
New Delhi, 1919, p.5. 

23. RBI, Dept. of Statistical Analysis & Computer Service 
Bomhay, All India-Debt and Investment Survey 1981-82 
Op.eit. Table 4.2.3, p.52. 
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2.4. Assessment of Production Credit Requirements 

As regards literature on assessment of production 

credit requirements, certain reliable calculations were made in 

all the first three decennial surveys conducted by the Reserve 

Bank of India, though the term I1credit requirements II was defined 

there in a narrow sense. As per this estimate the total borrow-

ings of cultivating households were placed at ~.750 crores for 

1951_52,24 Rs.1034 crores for 1961_6225 and Rs.1155 crores for 

1971_7226 • All these estimates, were based on the 'borrowing 

approach' to assess credit requirements. But consequent upon 

the adoption of the New Agricultural strategy, the 'expenditure 

approach' otherwise known as 'cost of production approach' began 

to replace the borrowing approach in credit assessment. The 

working group set up by the Agricultural Production Board (1965), 

the All-India Rural credit-Review Committee (1969) and the 

National Commission on Agriculture had adopted the 'cost of pro-

duction' method in the assessment of production requirements in 

agriculture, in India. A.C. Shah's study was to give a projection 

of the demand for agricultural credit using a very simple method. 27 

24. All India Rural Credit Survey, the Survey Report, p.l045. 

25. Report of the All-India Rural Credit Review Committee, p.105 
Table-3. 

26. All-India Debt and Investment Survey 1971-72 Statistical Tables 
Relatin to cash borrowings and Re a ent of Rural Households 
During July 1971 to June 1972 and Cash Dues Outstand ngs as on 
30th June 1972, p.10. 

27. Choubey B.N., Op.cit., p.38. 



36 

The working group (1965) had estimated the production credit 

requirements at ~.1106 crores assuming 40 percent, and in some 

cases 70 percent of the total cash requirements for various 

. t 28 lnpu s. 

The review committee in 1969, made an improvement in 

its earlier estimate by projecting credit requirements areawise 

and crop-wise. According to them, the cash credit requirement 

was estimated at ~.1173 crores. The credit requirement for kind 

components, when added to the above, the total credit requirements 

29 
went up to Hs.2000 crores. 

The National corrunission on Agriculture (NCA) had 

resorted to a different approach in estimating the production 

credit requirements. H8re, the projection was made both area-wise 

and farm size-wise. For this purpose, the corrunission classified 

the area into irrigated and unirrigated; fanners into small, 

merginal, medium and large. Thus, the production credit-require­

ments were worked out at ~.7230 crores for the year 1985. 30 

28. Report of the All-India Rural Credit Review Conunittee, 
Op.cit., pp.81-82. 

29. Report of the All-India Rural Credit Review Committee, 
Op.cit., pp.84-88. 

30. Government of India, Ministry of Agriculture and Irrigation, 
Report of the National Commission Part XII Supporting Services 
and Incentives, New Delhi, 1976. p.103. 
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Assessments of the production credit requirements 

were made at individual levels also. P.C.Bansils· projection 

of proauction credit requirements for India as a whole stood 

31 at Rs.987 crores for the year 1973-74. However, all these 

macro level estimates on credit requirements were criticised 

on the ground that macro level estimates could not give effec-

tive and clear guidance to institutional personnel in disbursing 
32 

farm credl t. 

Subsequently, several microlevel assessments of 

production cre~it requirements were also made in various parts of 

the country. B.M.Desai and D.K.Desai together made R noted 

work on the lines as described above in one of the districts in 

Gujarat. Sharma and Prasad brought out another micro-level 

assessment of production credit requirement, based on details 

collected from some districts of uttarpradesh. 33 Singh and 

Gupta using single average m~thod had made assessment of 

31. Bancil P.C., "Short-Term Credit Requirements at the End 
of the Fourth Plan Period 1973-74. 11 Indian Journal of 
Agricultural Economics, Conference Number Vol, XXVI, 
No.4, Oct. Bec. 1971, pp.467-472. 

32. Desai, B.M. and Desai, D.K., Farm Production Credit in 
changing Agricul ture, I I M, Ahm€'dabad, 1971, p. r. ' 

33. Sharma,J.S. and Prasad, B., "An assessment of production 
Credit Needs in Developing l\griculture", Indian Journal 
of Agricultural Economics, Vol. XXVI, No.4, Oct, Dec. 
1971, pp.503-511. 
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production credi t requirements in l\gra Di strict. 34 Both macro 

and micro level methods were used for the assessment of produc-

tion credit requirements. 

2.5. utilisation and Repayment of Credit 

is by 
As the core of the present stUdt consti tutect the uti li-

satIon as well as the diversion aspects of insti tutional credi t 

in agricul ture, an overvieltl of Ii terature on it is very essential. 

Though there are a number of studies on the utilisation aspects 

of credit, yet, there hardly exists a comprehensive and analy-

tical study that probes into the multi-faced problem of credit 

di version. Hence the scope of reviewing Ii terature on agricul tural 

credi t diversion is very much limi ted. However, an attempt is made 

here to have a look at the VArious aspects of crAdit utilisation. 

According to Horace Belshaw, 35 the institutional 

credit differs from non-institutional credit mainly on the basis 

of supervision over the end-use of credit. A failure in utilising 

the credit for which it is borrowed may lead to other problems 

34. Singh, Gurder and Gupta.L.C., "An Estimation of short-term 
credit requirements for an Area (Aggregation of Farm 
Analysis), Indian Journal of Agricultural Economics, Vol. 
XXVI No. Oct-Dec. 1971, p.566. 

3S. Belshaw, H., Agricultural Credit in Economically Under­
developed countries, FAO, Agricultural Studies No.46, Rome, 
1959, pp.199-210. 
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like irregular and inconsistant repayment, non-repayment and thus 

to debt accumulation. Lack of supervision is pointed out to be 

one of the reasons for the nusutilisation or diversion of credit. 

A study on utilisation of loans conducted by planning 

commission 36 has revealed that 23 percent of the short-term and 

35 percent. of medium-term credi r. were di verted to purposes other 

than those for which credit was advanced. The study conducted by 

the State Evaluation Organisation of the Planning and Co-ordina­

tion Department, Government of Orissa, 37 indicates that the total 

utilisation of funds was about 47 percent of the total amount 

disbursed. The commission has pointed out the lack of supervision 

as the cause of such a high degree of credit misutilisation. 

Studies made at the individual levels have also probed 

into the problems of credit diversion in agriculture. An inter-

state study on diversion of long-term credit found that the extent 

of diversion was 37 percent in Madhya Pradesh, 21 percent in 

Orissa and 11 percent in Gujarat. 38 

36. GovernmCD l: of Indi i'l., Programme Evaluiltion Organi sat.1.on, 
Planning Commission, Report on Utilisation of Co-opE'rative 
Loans, New Dealhj,. 1966 • . 

37. Government of Ortssa, Sta te Evalu<l t:ion Organt sation, 
Planning and Co-ordination Department, Utilisation of 
Loans Advanced to the Agriculturists by Land Development 
Banks in Orissa, An Evaluation, 1975, pp.19-20. 

38. Bhatt, M.L., IIDiversion of Long-Term Agricultural Finance, 
A Study of Past Trends and Future Strategy", Economic and 
Political Weekly, Vol.VI No.41, Oct. 1971, p.2151. 
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The extent of diversion was found to be 54.31 percent 

in case of short-term credit and 27.37 percent in case of medium-

term credit in a micro level study conducted among the small 

39 farmers in Haryana. Another study among the small farmers in 

Punjab indicates that 43 percent of the short-term borrowings 

di t d f . f' d 40 were ver e or unspec~ J.e purposes. In most cases, marginal 

and small farmers have been found misutilising the borrowed fund 

to a large extent. In the case study of a credit society in 

Maharashtra, V.D.Galgalikar and N.A. Gadre,41 observed that the 

diversion of agrLcul tural crec1i twas 62.5 percent aJTlong marginal 

fanl1(~rs. In relation to the remaining category of borrowers, 

this figure stood the highest. 

Regarding the repayment of credi t there exists a lot 

of Ii teratuce. The incapabili ty of lending insti tutions in 

effecting prompt recovery performance causes obstacle to the 

recycling of more loanable funds. The ratio of overdues to 

total loans outstanding to an insti tution is the measure of the 
to 

recovery performance of lending institutions. Accordin~ the 

39. Ghakar, R.K. and Gangwar, A.C., "Small Farmers and 
Utilisation of SFDA Credit in District, Gurgaon {Haryana)", 
Financing Agriculture, Vol. VII No.1, April-June 1975, pp.2-3. 

40. Sinq,A.J. and Dhawan, K.C., "Sources, UtilisatIon and 
Productivity of Agricultural Credit in Ludhiana District 
of Punjab State, "Indian Journal of Agricultural Economics, 
Vol.XXXIII No.4, Oct-Dec, 1978. p.164. 

41. Galgalikar, V.D. and Gadre, N.A., "Structure of Rural 
Credi t in Akala Di strict (Maharashtra state) II, Indi an 
Journal of Agricultural Economics, Vol.XXXIII No.4, 
Oct-Dec. 1978, p.137. 
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Reserve Bank of India reI~rt, the recovery performance of primary 

agri.cultural credit societies in India was very poor during period 

1970-71 to 1978-79. The report reveals that the overdues increased 

from Rs.322.40 crores in 1970-71 to Rs.908 crores in 1978_79.
42 

In 

other words the overdues position during the period 1970-71 to 

1978-79 has registered an increase of 45.2 percent of the total 

loans outstanding. In the case of public sector banks, only 51 

percent of the amount due at the end of June 1976 could be 

d . t f th' di t t' It 43 recovere ~n respec 0 elr rec advances 0 agrlcu ure. 

In a study conducted at the individual level, C.L.Dadhichi 44 has 

observed that there are some wilful defaul terse According to the 

study, generally those having large holdings, from higher castes, 

wi th a higher lE~vel of education were found to be the wilful 

defaul ters. In another study Dadhichi 45 pointed out that there 

existed a direct relationship between repayment of loan and the 

area of irrigation. In her study of overdues posi tion of the 

42. RBI, Report of the Committee to Review Arrangements for 
Institutional Credit for A riculture and Rural Develo ment 

CRAFICARD , Op.cit., p.55. 

43. R.B.I, RegIonal Rural Banks Report of the Review Committee, 
Op.cit., p.32. 

44. Dadhichi, C.L., "Wilful default of Co-operative Credit in 
Rajasthan: Some Issues", Indian Journal of Agricultural 
Economics, Conference Number, Vol.XXVI, No.4, Oct-Dec. 
1971, pp.585-586. 

45. "Socio-Economic Factors Influencing Repayment of Co-operative 
Dues in Raj ast.han tl Indi an Journal of Agricul tural Economics, 
Conference Number, Vol.XXVI No.4, Dec. 1971, p.585. 
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Gujarat Land Development Bank, Mrs. B.H.Elavia has observed that 

the overdues position was 61 percent and 45 percent of the demand 

46 during the years 1972-73 and 1973-74 respectively. 

The study on co-operative credit for farm production 

47 in Mysore state carried out by Glenn and Brown, has indicated 

that 69 percent of all defaulters were big farmers. A case study 

conducted in Uttarpradesh has found that even though the number 

of defaulters was higher amongst marginal and small farmers as 

compared to the medium and large farmers, their share in the total 

amount of overdues was very much less compared to the medium and 

48 
large fanners. A sample survey on the performc.nce of Primary 

Agricul tural Co-operative Credi t Societies in Ori ssa, revealed 

that 24 percent of themambers was defaulters. 49 In a case 
·4 

study of a prin,ury co-oper<1tive society in Tamil Nadu it was 

found that the amount of overdues had been growing at a faster 

46. Elavia, B.H., The Study of Co-operative Land Development 
Banking in Gujara t , Baroda, 1979, pp.78-80. 

47. 

48. 

49. 

Credit 
Ames, Glenn.C.W., and Brown, David. W., co-operative~for 
Farm Production in Mysore State, India, The Universiy of 
Tennessee, Knoxville, 1973, p.3l. 

pandey, U.K. and MuralicJharan, M.A., "Overdues and the 
size of Holclin()s of Defaul ters" Financing Agricul ture, 
Vol.XI No.3 & 4 Oct-Dec., 1979, Jan- March 1980, pp.49-50. 

Government of Orissa, Registrar, Co-operative Societies; 
Survey Report on Primary Agricultural Credit Co-operative 
Societies in Orissa 1979-80, Bhubaneswar, 1982, pp.17-19. 
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50 rate than the totc.11 advances. Another study conducted by Singh 

51 and sandhu strengthened the finding that wilful defaulters 

belonged to the category of big farmers. Thus, it is seen that 

various studies on insti t.utional credi ~~ for agricul ture in India 

have examined the different aspects of credit viZ., utilisation 

and repayment, the type of defaulters, diversion of credit in 

the absence of proper supervision etc., leaving the inter-connec-

ted socio-economic factors that prompt borro .. ,ers to divert credi t, 

unanalysed. 

2.6. Problems of Insti tu tional Credi t 

As the present study does not intend to launch a 

serious investiqation into the problems of insti tutional agencies 

in disbursing agricultural credit, no detailed review of litera-

ture on the topic is required. Yet, it is desirable to discuss 

the major issues connected with the administrative problen1s with 

respect to agriculturRl credit supply. Broadly, the problems 

can be divided into hlO, namely, (1) structural Problems and 

(2) Operational Problems. Structural problems are inherent in 

co-operatives because of their largescale dependence on the 

Reserve Bank of India for finance. The Operational Problems 

Rre common both in the c-,se of co-oper2,tives and commercial banks. 

50. Thiruvenkatachari, K., "Constraints in Co-operative Credi t -
An Incepth Study of a Tamil Nadu Village" Indian Journal 
of Agricultural Economics, Vol.XXXIII, No.4; Oct-Dec. 1978, 
p.138. 

51. Singh Kamaljit and Sandhu, Harbans. K.# !lAn Economic 
Analysis of Overdues in Kapurthala District of Panjab". 
Financing Agriculture, Vol.XII No.1, Jan-Harch 1980, 
pp. 13-14. 
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Even though commercial banks are not short of resourCes, they 

did not have adequate net work of branches in rural areas till 

the nationali sa ti on of commerci al banks in Indi a • HOY-lever, they 

got through the ini ti al di fficul ty because of the bank nationali­

sation, but the banks' main problem remain operational. 52 

53 In a study conducted by Chaudhury and Sharma, denial 

of loan to owner cultivQtors, faulty setting of credit limits, etc. 

were found to be some of the faults in the operational aspects of 

the institutional credit system. A study by the Reserve Bank of 

India, found that the weak capital base was the reason for the 

poor performance of the long-term co-operative credit structure 

54 in many states. 

Many stuclies have pointed out that the lending policy 

and procedures adopted by commercial banks in advancing agricul-

tural loans are unsuitClble to a majority of borrowers. The study 

on the securi t.y-oriented lending policy of banks conducted by 

52. Nambi2.r, P.C.D., "Bank Finance for Agriculture" Commerce, 
Vol.137, No.3507, Aug.26, 1978, p.23. 

53. Chaudhury, T.P.S. and Sharma, J.N., Crop Loan System: 
itA st.udy in Andhra Pradesh and punjab", Hyderabad, 1970, 
p.9S. 

54. RBI, Report of the Commi ttee on Co-operative Land 
Development Banks, Bombay 1975, pp.63-66. 
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S.K.Basu
55 indicat~s that bank lending in rural areas has been 

dominated by the rural rich whose assets include both land and 

other types of business concerns. 

Lack of co-ordination among credit institutions is 

another operational problem that makes farmer usually over-credited. 

The Food and Agricultural Organisation of United Nations has warned 

all under-developed countries against the duplicating of agricul-

tural credit institutions. The Export group of F.A.O. has noted 

the lack of co-ordination among different institutional credit 

agencies in India. 56 

It is, thus, seen that 2. number of studies are there 

examining the various aspects of institutional credit for 

agricul ture. But, a review of the existing Ii terature ShovlS 

that there are scarcely any det,dled studies probing into the 

c8uses of cn~di t diversion. The presp-nt study is an attempt 

to f111 this gap_ 

55. Basu. S. K., Comrnerci al Banks and Agricul tural Credi t, A 
Study in Regional Disparity in India, Bombay 1979, p.158. 

56. United Nations, Food and Agricultural Organisation, 
t Agricul turel Credi t through Co-operatives and other 
lnst! tutions, Rome, 1965, pp.128-130. 



C HAP T E R - III 

SOCIO-Ecotmr·nc PROFILE OF KEHALA IN GENEI~AL AHD 

EEWAr:lJLA!1 REVENUE DISTIUCl' IN PAf<.'l'ICULt-\f< 

General FeatureS 

3.1. The State of Kerala which is situated in the south 

western tip oflhe Indian sub continf:l1i: was formed in 1956 by 

the integration of the princely StutES of Travancore <:mcl Cochtn 

and the Malabar District of erstwhile British Presidency. The 

geographical area of Kerala is 38854 Sq.Km. and it lies 8°17'30 11 

and 12°47'4" north latitude and 75°51'57' and 77°24'47 11 east 

longitude. It is bounded by the Arabian Sea on the ~vest, Tamil 

Nadu in the South and east and Karnataka on the north and north 

east. 

3.2. Topographically the state can be broadly divided into 

three natur;:)l regions, viz., the highland, the midland and the 

lowland. In contrast to the nucleus pattern seen in other states, 

habitation in all the three naturnl regions of Kerala ~s 

continuous. 



47 

3.3. Kcrala is exposed to very heavy rains. The undulnt-

ing nature of the land and heavy rainfall have given rise to a 

large number of rivers. There are 44 rivers in Kerala. Kerala 

is unique with respect to her backwaters, too. In fact, Kerala 

constitutes about 5 percent of the water potential of India while 

the total area of Kerala is only about 1.2 percent of the entire 

area of India. 1 

3.4. Forest is an important resource base of Kerala. The 

area under forests· in 1979-80 covered 27.8 percent of the total 

geographical area of the state and it contributed R:;.42.89 crores 

to the state's Domestic Product during 1980-81. 2 

3.5. Turning to the fishery resources of Kerala, it maybe 

not0d that she has only 10 per cent of the total const line of 

India. But, Kerala earns about 80 -percent of the foreign exchange 

which India gets from marine exports. 

3.6. Though Kerala constitutes only 1.2 per cent of the 

entire geogrphical area of India, shw has to support 3.89 per cent 

of the total pupulation of the country. Popula.tion of Kerala which 

stood at 68 lakhs in 1901 increased to 169 lakhs in 1961, again to 

213 lakhs in 1971 and further to 2511 l"'lkhs in 1981. 

1. "Techno Economic Survey of Kerala ll
, National Council of 

Applied Economic Research, New Delhi, 1962. 

2. Data base of Kerala Economy, Dept. of Econrnnics and 
Statistics, Trivandrwn, p.36. 
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As per the provisional estimates of 1991 census I 

Kerala has the lowest population growth rate. The decadel growth 

rate according to the provisional figures of 1991 is 13.91 per 

cent as against 19.00 percent during 1971-81. Kerala which used 

to have the highest density of pupulation till 1981, now stands 

second to West Bengal. According to the provisional estimates of 

1991 census, the density of population is 747 persons per square 

kilometre. However, Kerala, with 1040 females per 1000 males 

continue to be the only State in India with sex ratio favourable 

to females. 

The latest census figures reveal that Kerala has the 

lowest hirth rate in India. 

3.7. Regarding literacy, the provisional estimates show 

that Kerala still tops the list among the states with a literacy 

rate of 90.59 percent as against 52.11 percent for India as a 

whole. 

3.8. Kerala has a very high level of unemployment particu-

larly among its educated people. The National Sample Survey 

1977-78, revealed that Kerala with less than 4 percent of the 

pupulation of India accounted for 11.09 percent of the total 

unemployment and underemployment 0 According to 1981 census, there 

were 19.04 lakhs of work seekers in Kerala. 
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The State has been always in the forefront as regards 

education. The number of schools in Kerala increased from 10814 

during 1970-71 to 12110 during 1984-85. There were 117 Arts and 

Science Colleges in the State during 1970-71 and the number rose 

to 172 during 1984-85. The per capita expenditure on education 

was ~.126 as against ~.80 during" 1970-71. 

3.10. In the fiel d of health services, Keral a has- achieved 

considerable progress. The State's per capita expenditure on 

health rose 8 times during the period from 1970-71 to 1984-85. 

Growth of Net State Domestic Product 

3.11. In order to understand the complexity""and nature of 

economic development that has been taking place in Kerala, let 

us now examine the changes" in State income as well as per capita 

income since 1970-71. Table 3.1 shows that the Net Domestic 

Product of Kerala had registered an increase of 433 percent during 

1970-71 to 1986-87, at current prices. But it shows that, at 

constant prices the growth was only 43.6 per cent, during the 

same period. The table further reveals that the increase in 

State income at constant prices during the entire period from 

1970-71 to 1986-87 was nearly 6 times greater than the increase 

in per capita income at constant prices during the same period. 

This indicates that the pupulation growth of Kerala during the 

entire period has outstripped the growth of State's Net Domestic 

Product. 
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Now let us examine the structural changes in the 

State Domestic Product and the relative share of different 

sectors in it. It is discernible from table 3.2 that in 1960-

61 the share of the primary sector in State income at constant 

prices was 56 per cent and that of the secondary and tentiary 

sectors were 15.20 per cent and 28.80 percent respectively. 

Thereafter, the contribution of the primary sector, as is 

visible, from the table, had been declining while that of the 

Sector 

Frimary 

Secondary 

Teritary 

N.S.D.P. 

Table 3.2 structural Changes'in the State 

Domestic Product and the Relative 

Share of Different Sectors, at 

COnstant (1970-71) Prices 

(Percentage) 

*1960-61 1970-71 

56.00 49.44 

15.00 16.32 

28.80 3'4.24 

100.00 100.00 

1975-76 

47.19 

17.37 

35.44 

100.00 

1980-81 

40.31 

19.81 

39.88 

1!00.00 

1986-87 

3'4.09 

20.09 

45.82 

lOO.OO 

*At constant (1960-61) prices. 

Source: 1. Statistics for Planning 1980, Directorate of 
Economics and Statistics, Kerala, p.71. 

2. Statistics for Planning 1988, op.cit., p.265. 



52 

othpr two sectors had been rising. Durinq 1986-87, tbe share of 

the primary sector in state income was only 34.09 percent when 

the secondary and tertiary sectors contributed 20.09 percent and 

45.82 percent respectively. The spectacular growth of the tertiary 

sector is also discernible from the table. 

Performance of Agriculture 

3.12. Though the sectoral contribution to the State 

Domestic Product by the primary sector has decl.iIled over years, 

still agricultural and related activities constitute the most 

important sector of the economy. Even now, the primary sector 

continues to be the source of employment for the largest segment 

of the labour force. As is seen from table 3.3, primary sector 

which provided employment to 54.35 percent of the total labour 

force in 1961, could provide employment t.O 51.46 percent of the 

1 abour force in 1981. But the tertiary sector \ .. ,'hich had absorbed 

24.90 per cent of the labour force in 1961, inspite of its sub­

stantial growth, could absorb only 29.44 per cent of the labour 

force in 1981. Thus, the table reveals that the primary sector 

in Kerala still continues to provide employment to more than one 

half of its growing labour force. 



Table J.3. Occupntional Distribution of Labour Force 

in Kerala 

53 

(Percent:age) 

Sector 

Primary 

Secondary 

Tertiary 

Source: 

1961 

54.35 

20.75 

24.90 

1. Census Reports. 

1971 

55.97 

17.47 

26.56 

2. Statistics for Plonning 1986 op.cit., 

I - Human Resources, p.28. 

1981 

51.46 

19.10 

29.44 

3.13. The gross cropped area of the St()te which stood 

at 2089.11 thousand hectares in 1951-52 increased continuously 

to 2981.28 thousand hectares in 1975-76 3, and then dacline~ to 

2885.8 thousand hectares in 1980-81. Again, the area decreased 
. 4 

to 2870.31 thousand hectares during 1986-87, Thus, it is seen 

that the ext,=nsive phase of agricultural growth in Kerala was 

over by the middle of seventies. 

-
3. Pillai.P.P. (Ed.) ItGrowth of Agricultural output in Kerala", 

Agricultural Development in Kerala, Agricole 
Publishing Ac~demYI 1982, p.30. 

4. Statistics for Planning, op.cit., p.19. 
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3.14. vlhen we examine production and producti vi ty of 

agricul ture in Kerala over years, we find that, during the entire 

period from 1952-53 to 1977-78, agricultural output grew at a 

rate of 2.789 percent per annwn, beb·Jeen 1952-53 to 1960-61 at a 

rate of 2.758 per cent per annwn, between 1960-61 to 1970-71 at 

4.365 per cent per annwn anc1 between 1970-71 to 1974-75 at 1.866 

5 
per cent per annum. After 1974-75, there started a decline in 

the gro\trth of production. As is seen from table 3.4, the agricu-

Itural growth started decelerating with 1974-75. Production of 

rice which stood at 1334 thousand tonnes during 1974-75 declined 

to 1255.9 thousand tonnes during 1984-85 and again to 1133.8 

thousand tonnes durjng 1986-87. Similarly the production of 

tapioca and coconut also had decreased during the period. 

However, the production of rubber had increased considerably 

during the period from 1974-75 to 1986-87. 

Turnning to the productivity of major crops, it 

may be noted that the productivity of these crops except that 

of ri.ce had declined during the period from 1974-75 to 1986-87. 

Though the production of rice per hectare had been increasing 

the production of rice per person, at the same time, had been 

decreasing. For instance, the per capital production of rice 

which stood at 61 kilograms in 1970-71 had declined to 50 kilo-

grams In 19HO-81 and further to 10 1<::11ogrC1Jns in 1986-87. In 

the case of tapioca, the per capita OU"tput had decreased from 

216 kilograms during 1970-71 to 11S.7 kilograms during 1986-87. 
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Simil arly the per capi t-a production of food grains as a whole 

had been declining during the period. All these indicate that 

agricultural growth in KeralR could not outstrip its population 

qrovJth. 

To sum up the above discussion, it may be noted 

that during the entire period from 1952-53 to 1986-87, Kerala 

economy could experience a well accelerated growth in agricul­

ture only during the period between 1960-61 and 1970-71. It 

also seems that the extensive phase of agricultural growth in 

Kerala was over by the middle of seventies. Unlike in the Indian 

agriculture where the general performance of agricultural produc­

tion and yield were better during the seventies than in the 

sixtees, in Kerala's agriculture it WaS the other vlay round. 6 

3.15. The discussion on agricultural situation in Kerala 

will remain incomplete unless the impacts of Land Reforms on 

agriculture is mentioned. Land reform legislation in Kerala 

prior to the Land Reform (Amendment) Act 1969, aimed at achieving 

abolition of intermediaries between the State and the tillers 

conferment of security of tenure on cultivating tenants, regula­

tion of rent, consolidation of holdinc:p etc. The Land Reform 

(Amendment) Act 1969, which carne into force on 1st January 1970 

was a turning point in Kerala's history of land relations. This 

6. Ibid., p.SO. 
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Act conferred full ownership on the tt~nants in respect of land 

in theil posspssion. In fact" land lordism in Kerala sto.nds 

abolished from 1st of Jam.1ary 1970. 

Land reforms have significant.ly changed the 

structure of the ownership and opera.tion of land holdings. The 

percentage of tenants in Kerala came down from 44.'] percent in 

1966-67 to 8.2 in 1971 and the percentage of m·mers went up from 

40.6 Lo 88.4 during the period. 

Consequent on the implementation of the 1969 Act, 

there have been V"st changes in the di,str.ibution of cultivated 

holdinqs. The proportion of InGrginal holdings in Kerc1la in 

1970-71 was as high GS 67.9 percent of the total holdings while 

thf~ c0rrc~)pondinC] percpnt'Jge for IndL=, as a whole WFlS only 20 

percent. Similarly, the proportion of area of marginal holdings 

in Kerala during the period stood at 17.3 per cent of the total 

area while the corresponding figure for India as a whole was 

1.75 percent. The average size of holdings in Kerala has also 

declined from 2.99 acres in 1953-54 to 1.22 areas in 1970-71. 

Thus, the above discussion indicates that the implementation of 

land reforms has resulted in further sub-division and fragmenta­

tion of lana holdings in Keraln. Though it is very difficult to 

isolate the effects of land reforms on agricultural production 

and productivity, as they are the resultant of the .interaction 

of various complex variables, it is certain that fragmentation 

of land holdings in to uneconomic units of CUltivation will 

negatively affect production and productivity_ 
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3.1.6 As per the Debt: and Investment Survey 1981-82 by 

the Re~;erve BiJnk of India, in::-~ti t1Jt.ionul agencies constitute the 

major source of agricultural credit in Kerala as well as in other 

state of India. The rural credit m2.rket vIaS dominated by non-

inst.:itutional agencies till 1971. Of the total credit availed by 
was 

cuI ti vators in Indi a, 68.3 percen Ii from non-institutional agencies 

while institutional sources contributed only 31.7 per cent. Among 

institutional agencies, co-oper2t.ives stood first with 22 per cent 

of the total agricultural lending to their credit. The role of 

commercial banks in rendering financial help to cultivators till 

1971 was very small. For instance, commercial banks' share in the 

total credit in India waS only 2.4 per cent. Rural money market 

in Kerula HoS not at ;)11 different. from this generul picture. 

HoweVer, t.he situation underwent substuntial changes 

during the decade of seventies. All-India Debt and Investment 

Survey 1981-82, revealed that cultivc~tors in India owed 63.2 per 

cent of their total agricultur:al debt to institutional agencies. 

The performance of agricultural lending by institutional agencies 

in Kerala during the period was better than that of India as a 

whole. As per table 3.5, t.he share of institutional agencies in 

Kerala in the total agricultural credit comes to 78.9 per cent as 

against 63.2 per cent: at the All-India level. Co-operatives and 

banks together supplied 71.3 per cent of the total agricultural 
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credit in Kerala while their j oint contribution at the a11-· luel.ia 

level waS only 58.6 per cent. This is an indication of their 

domination in the rural credit market of Kerala.. Furtbo'.~r I'U~ Js 

seen from the table that banks stand above co-operatives tn pro-· 

viding agricultural credit in Kerala while they stand below at 

the all-India level. The fact that banks wh.ich are mono pcn·'2rful 

in terms of resources and capacities when compared to co·-operatives, 

assuming the lead role is indicative of a betterment of the rural 

credit market. Hence, it can be presumed that. the rural credit 

market in Kerala has got relatively a better arrangement for the 

distribution of agricultural credit. 

3.17. Let us now briefly examine the performance of 

Kerala's industrial sector. Kerala is an industrially backward 

state. Many controversial as well as universilly accepted reasons 

can be attributed to this. COmpared to many other State of 

India, Kerala has a fairly· developed agricultural sector. The 

development of the overhead facilities is also fair. In an 

economy where these two sectors, viz. infrastructure and agricu­

lture register a fair level of development, the process of indus­

trialisation becomes smoother. But, it is still unknown why such 

a process did not take: place in Kerala. It is often argued that 

the paucJty of certain other vital facilities like accessibility 

to resources and markets for final output, availability of energy, 

supply of skilled labour, industrial peace etc.. hinder the path 

of Kerala's industrialisation. 



Table 3.5. Debt Owed to Different Credit Agencies by 

Cultivators as on 30th June 1981. 

Credit Agencies Kerala 

1. Institutional 78.9 

1.1. Government 5.8 

1.2. Co-operatives 33.8 

1. 3. Banks 37.5 

1.4. others 1.8 

2. Non-Institutional 21.1 

201. L<.tnd lord 

2.2. Agricultural Money lenders 

2.3. Pro£es sional Money lenders 3.4 

2.4. Traders 1.4 

2.5. Relatives and Friends 11.9 

2.6. Others 4.6 

T 0 t a 1 100.0 

All-India 

63.2 

3.9 

29.8 

28.8 

0.7 

36.8 

3.7 

8.3 

7.8 

3.1 

8.7 

5.2 

100.0 

Source: RBI, All-India Debt and Investmellt Survey 1981-82 
or.cit., table ~.1.3. r.45. 
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The munbpr of regist.ered filctories in KeI()la which 

stood at 3010 in 1971, increased to 11489 in 1986. The number of 

workers employed in factories increased from 2.05 lakhs durlng 

1970-71 to 2.9 lakhs during 1984-85. The annual index of industrial 

production went. up to 184 considerinq 1970-71 as the base year. 

Having discussed some of the mojor socio-economic 

and agro-climatic characteristics of the State in brief now let 

us dra\.y a brief profile of the district where the sample vIllages 

are situated. 

Prof! Ie of Ernakul am District 

3.18. Ernakulam district which is the commercial C<lpj III 

of Kerala and situated almost centrally in Ker'ala State was f':nmed 

in 1958 by taking out rE'2gions from Trichur anc.1 Kottayam district.s. 

It comprises parts of fonner Travancore, Co'~~hin and Madras States 

and lies between 9°42 1 and 1007~1 and longitude 76°9 1 and 77°21. 

It is bounded on the north by Trichur district, on the east by 

Kottayam District, on the south by Kottayarn and Alleppey districts 

and on the west by Arabian Sea. Area of the dl.strict is 2377 Sq. 

Kims and the district ranks eight in size in tJIC State. The 

district has roughly 6.12 percent of the total area of the State. 

As on 1st April 198L there were 7 taluks in the district viz., 

Kanayannoor, Cochin, Alwaye, Parur, Kunnathulli1.d, Muvattupuzha and 

Kothamangalam. There were 122 revenue vill;qges, 86 Panchayaths 

and 15 N.E.S. Blocks in the district. during the period.7 

7 • Government of Kerala, District StiJt.5.s t tc;l/. Iinnd PC),~I> 1')(36, 
Ernakul am, Department ofJf:'ConoJllics;:)i1(T-SratJ;~ cr;:-~~.,­
Trivandrum, po 3. 
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3.]9. The physiographic conditlonf> of the district are 

more or less similar to the rest of the state. The district can 

be divided into three natural regionf> viz., t.he highland, the 

midland and the lowland. 

The unique geographical position of the district 

has had tremendous impact on the history and culture of the 

district. The Cochin Port in the district has been the centre 

of cultural and trade contacts with European and Middle East 

countries from very ancient times. 

3.20. The district has a tropical humid climate with 

almost uniform temperature throughout the year. It receives an 

annual rainfall of 3320.3 mrn. The normal rainfall during 

1985-86 was 3548.5 mm.
8 

3.21. Periyar and Muvattupuzha are the most important 

rivers in the district. Periyar is very rich in hydro-electric 

potential. The river plays a very." important role in the agricul­

tural, industrial and commercial development of the district. 

The Periyar Valley Irrigation Project is capable of irrigating 

a net area of nearly 20,000 hectares. 

The lowlnnd region of the district is blessed with 

a network of canals And backwaters. Vembanad Kayal is a very 

spacious lake extending over an area of 205 Sq.km. Cranganore 

8. Ibid., p.17. 
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Kayal is the ot~her irTlpor-t-.cmt. b.'1cl~\-Jater in the district. Peopl€' 

in the district heavily depend on these backwaters in the sense 

th;~t for coir spinning and in1 and f1 shin(J they owe very much to 

these badcwaters. 

3.22. Sandy soil, laterite soil and hilly o~ forest 

soil are the three import.ant soils found in different natur?l 

regions of t_he district. While the low 1 and regions are covered 

wi th sandy soil, the midland and highl an(1 regions are rich in 

laterite soil and forest or hilly soil respectively. The district 

is not rich'in mineral resources. 

3.:> 3. As per the land utilisation pattern during 1983-84, 

thp forest area of thf~ district was 8123 hectares an (1 ·this 

accounted for 3.45 per cent of the totel geographical area of 

the dist.ricl--. This ShovlS that the extent of forest area in 

Ernakulam district is very small compared ·to that of Kerala State 

as a whole. 

3.21. AccorcUng to the 1 981 Census the population of 

the district stood at 25.35 lakhs. The net addition to the 

population of the dist.rict over the deccde 1971-81 was 3.72 lakhs, 

recording a decennial growth rate of 17.18 per cent. Emakularn 

is one of the most densely populated districts of t.he State. 

According to the 1981 census, Ernakulam district has 910 people 

per Sq.!<m. and rcnks thi rd in the State. 



64 

The sex ratio of t-J10 district shows i'l fluctnatilH} 

t.renc1 from decade to decade. In all the decades except that which 

ended in 1951 malps out-numbered females. As per 1981 Census the 

sex ratio is 998 females to 1000 males. Details on rural-urban 

distribution of population shows that the rural population in the 

district has cOllsiderabl y decl-eased from 71 per cent to 60 per cent 

over the decade 1971-81. 

3.25. District income is one of the important indices 

for measuring thE~ economic development of a district. In order 

to find out the relative position of Ernakulam district with 

respect to district incomp among the 14 districts of the state, 

a table exhibiting district income estimates at constant (1970-71) 

prices is presented. 

Table 3.6 shows that Ernakulam district stands 

first during 1980-81, 84-85 and 85-86 so far as the district 

income is concerned. It is discernible from the table given in 

the appendix that Ernakularn district has been ranked first during 

the period from 1976-77 to 1985-86. However, it seemsth~t Quilon 

district occupies the first place during the years 1970-71 to 

197')-76. 

District. peI cClpita income Celn be considered as 

anothpr index for measuring economic development: of districts 

against the background of population growth. Here also, the 



T
a
b

le
 

3
.6

 
D

is
tr

ic
t 

In
c
o

m
e
 
o

f 
K

e
ra

la
 
a
t 

C
o

n
s
ta

n
t 

(1
9

7
0

-7
1

) 
P

ri
c
e
s
 

1
9

7
0

-7
1

 
1

9
8

0
-8

1
 

1
9

8
4

-8
5

 
1

9
8

5
-8

6
 

--
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

-.-
--

--
--

--
--

--
--

--
--

--
--

--
--

--
-

D
is

tr
ic

t 
In

c
o

m
e
 

R
a
n

k
 

In
c
o

m
e
 

R
a
n

k
 

In
c
o

m
e
 

R
an

k
 

In
c
o

m
e
 

R
an

k
 

T
ri

v
a
n

d
ru

m
 

1
2

8
7

4
 

5 
1

6
5

6
9

 
., 

1
8

5
7

4
 

" 
1

8
8

6
6

 
2 

..
J 

L.
 

Q
1'

::
'1

on
 

1
5

6
9

3
 

1 
1

7
4

4
0

 
2 

1
4

2
8

2
 

5 
1

4
9

0
9

 
5 

P
2

-:
':"

1
 a

n
 a

m
-t

hi
 t
ta

 
7

2
3

7
 

1
1

 
7

8
0

9
 

1
1

 

1-
.1 

1 
e
p

p
e
y

 
1

2
5

7
2

 
6 

1
4

7
4

9
 

6 
1

3
3

5
9

 
7 

1
4

0
0

8
 

6 

K
o
~
t
2
y
a
m
 

9
9

2
8

 
8 

1
1

9
0

6
 

9 
1

2
8

0
8

 
0 

1
3

2
6

5
 

8 
-'

 

Id
u

k
k

i 
4

9
9

2
 

1
1

 
6

4
3

3
 

1
1

 
6

6
5

1
 

1
2

 
7

5
1

4
 

1
2

 

E
rn

a
k

u
la

m
 

1
3

8
3

2
 

2 
2

1
1

3
5

 
1 

2
2

0
9

3
 

1 
2

3
2

3
3

 
1 

T
ri

ch
u

1
:'

 
1

1
4

7
7

 
7 

1
4

6
8

8
 

7 
1

4
9

7
5

 
4 

1
7

1
0

3
 

3 

p
a
lg

h
a
t 

9
6

0
5

 
9 

1
2

5
8

8
 

8 
1

3
3

1
0

 
8 

1
5

1
2

0
 

4 

r.
:a

la
p

p
u

rc
m

 
8

3
2

9
 

1
0

 
9

9
1

3
 

1
0

 
9

8
6

1
 

1
0

 
1

0
5

1
4

 
1

0
 

K
o

z
h

ik
o

d
e
 

1
3

1
1

6
 

3 
1

5
3

4
7

 
5 

1
4

2
0

4
 

6 
1

3
6

2
2

 
7 

\'
;a

y
an

ad
 

5
1

7
5

 
1

3
 

5
7

5
6

 

C
ar

:.
n

an
Q

re
 

1
3

0
4

6
 

4 
1

6
3

6
5

 
4 

1
6

4
8

2
 

3 
1

1
0

9
8

 
9 

K
a
sa

rg
o

d
e
 

5
6

5
4

 
1

4
 

S
ta

te
 

1
2

5
4

6
4

 
1

5
7

1
3

3
 

1
6

9
0

1
1

 
1

7
8

4
7

1
 

S
Q

u
rc

e
: 

1
) 

D
is

tr
ic

t 
In

cC
'lm

e 
a
n

d
 
R

e
la

te
d

 
ri

g
g

re
g

a
te

s
 

o
f 

K
e
ra

la
 

1
9

7
0

-7
1

 
to

 
1

9
8

4
-8

5
, 

p
p

.7
-8

. 

2
) 

E
c
o

n
o

m
ic

 
R

e
v

ie
w

 
-

K
e
ra

la
 

1
9

8
7

, 
p

p
.l

0
6

-1
0

9
. 



66 

LrPIId ('xhlhil lOll '-r-oll1 1'lfHl-Rl OIl\'Il.1rd,': r;llow~; tll.lt F:rllilk1l1,'lIn dolf:l.r'lr-t· 

hus thl? highr:st p,,~r c(lpita incerne. It-. is seen from t(lble 3.7 that 

th(~ per capl til income of Ernakul (1m diE" t rict <'It const;:mt price!> 

(1970-71) which stood at Rs.646 during 1970-71 lias increased to 

P;;.814 anrl rnnkec1 sr:cond flurin(J 19B5-RG (SpP App'cnrUx 

As per details shown in Appendix, Ernal~uL:lIn district 

hos bcpn ranked first in per c('Jpitn income at constant (1970-71) 

prices continuously from 1977-78 to 1983-84. 

Thu~, tll~ income otl;,1 yr,lJ of ErnilKlIl el1ll District 

indicates th('Jt it stands very high among other districts in the 

state in economic development. Let us now examine the development. 

of .:lgric1l1tural sector in reltltion to the other sectors in the 

district. 

Agriculture and Allied Activities 

3.26. The district has tlchievr:d laudable progress in 

th(~ secondary and tertiary sectors and it is often referred to 

i)::; the j ndus trial ;)nd corIHm~rci .. l cilpi ted 0 f 1<c rill". Eventhouqh 

the progress registered in the agric1..l1 tur;,l sector 1s not commen­

S11 r;l tr~ wU ,r. nJ thor til" POr.!":11 U ... l rr)J"· dpveloplTlcn.t or the C'lctuFll 

requlrf?rn(mts of the district, 8qricul ture still continues to be 

the most imporLant-. Gp.qrnent of the economy of the district anel lt 

is still the largest source of employment of the district. Details 

regarding sector-wise distribution of Net Domestic Product of 

Ernakulam District at factor cost is presented in table 3.8. 
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T;:)bJe 3J~ Sectot-wisp Distribution of Net Domestic 

Pro(Juct of ErnakulFlm District nt F(lctor 

Cost and at Constant (1970-71) Price. 

Year Primary Sc'.=ondary TertJ Fl. ry Toto1 

___ tu {2~ {3} . ___ L~) ~=~-[5f------

1970-71 38.7 27.2 34.1 100.0 

1 0 75-76 31.7 31.7 36.6 100.0 

1980-81 3:?'.1 31 .6 36.3 100.0 

1981-82 31.4 31.4 37.2 100.0 

1982-83 30.7 30.5 38.8 100.0 

1983-84 27.7 35.9 36.4 100.0 

1 ~)8t1-85 31.7 2R.7 39.6 100.0 

1985-86 31.4 29.2 39.4 100.0 

Source: 1) Economic Revi'~'tl 1976, strIte Planning Board, 
Government of Keraln, Appendix 2.19 p.l0t. 

2) Economi.c Review lOR7, Stntp Pl<'lnning Boord, 
Government of Kerilla, !\PPp.l1di. x 2. S p. J 07. 

3) District Income and Related Aggregates of 
Ker;:>la 1970-71 to 1981-85 Government of 
Kerala, 0.20. 
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It is <'1i .scr>rn1. hIe [rc:nILZ"1blc 3.8 thd t the prlrnary 

sector h<:ls been contributincJ nearly one-third of the district 

income during period from 1970-71 to 1985-86. This contribution 

is ."'lomi ttedly 10vl when compared wi t.h the posi tion in other 

districts. Rut the situation has to be viewed against the back­

ground of the relatively high pace of industrialisation and growth 

of trade and conrnerce as a result of several favourable condit~ons 

available in the district for the development of secondary and 

u~ r ti ,- ry r;ector s. }'1ol.cover, be! ng onc of the densely popul<1ted 

districts, the pressurE~ of populFtion on 1and is prob2bly the 

hight~st among t.he dIstIl.ct of the state. This hi'l.s resulted in 

the fragment<.~tion of holdin(Js, Which in turn reduced the cont-ribu-

tion of agricultur<ll sector t.o the net district income as compared 

to many ot.her di ~;trl cLs in the stat.e. 

3.27. The total geographical area which stood at 3,17,428 hect. 

rlS on 30th June 1971 was reduced to 2,35,319 hpct. during 1975-76 

and thereafter nO change in area has been made. 9 NoW, the district 

posses.<;ps <lpproxim2tely 6.1 per cent of the total area of the 

st.?te and cont<lins 10.96 per c""'nt of Stat.e's total r:opulation. 

Net. an!i'J shOvJr1 in the distrJct duritl(j 1984-85 is 1,78,127 hect. 

which comes to 8.15 per cent of the state's net area cultivated 

durin0 the year 1984_85. 10 

9. Ibid., p.20. 

10. Ibid. 
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Detaileu informatioIl on Itmd u~;(" in t~H~ distdct over 

a period of 14 years is furnish~d in table 3.9. The reduction in 

the geographical area during 1975-76 is caused by the transfer of 

certain areClS to other districts. Thencfore, the study can be much 

more mp.aningful if we look into ~_he ch;=m(Jes in land use since 

1975_76. The table 3.10 shows that the net area under cultivation 

has increased from 61,534 hect. in 1975-76 to 68,724 hect. in 

1984-85. The area shown man" than once in the dist.rict has also 

jncr~<lsed (~1Jring the period from 1975-76 to 1984-85. The total 

cropped areA which stood at 2,39,323 hect. during 1975-76 has 

increased by 3.15 percent-. of it during 1984-85. All these are 

inclicative of an extensive phase of cultivation in the district 

unlike the rest of the state during the period from 1975-76 to 

1984-85. The proportion of area under food crops in the dist.rict, 

as per the table, has be~n declininq from 67.15 per cent of the 

gross cropped area durin!] 1975-76 to 63.20 per cent during 1980-81 

anel further to 58.52 per cent during 1984-85. On the other hand, 

1:he )"lr.oportion of area under rubber has 1. ncreased from 9.65 per 

cent of the gross cropped area during 1975-76 to 13.90 percent 

during 1984-85. Similar]y, t.he proport.ion of the ar.ea under 

coconut cultivation also has registered a slight increase during 

the above per-iod. Thus the foregoi ng discussion implies that 

like the rest of Kerala the district also has been experiencing 

a disinclin<'ltion towards the cuI tiv<)tion of foods crops during 

1975-76 to 1984-85; and on comparison wj th relevent figures 

pertaining to Kere]a, it becomes clear that the intensity of this 



Table 3.9. Distribution of Area According to ~nd utilisation 

(Area in Hectares) 

Sl. Classification 1970-71 1975-76 1980-81 1983-84 1984-85 NO. ----------------------------------------------------------------------
(1 ) (2) 

1. Total geographical ared 
according to village 
papers 

2. Forests 

3. Land put to 
Non-agricultural use 

4. Barren and Uncultivable 
land 

5. Permanent pastures and 
other grazing land 

6. Land under miscellaneous 
tree crops 

7. Cultivable waste 

8. Fal.low ond other current 
fallow 

9. Current fallow 

10 0 Net area sown 

11. Area sOWn more than Once 

12. Totul cropped area 

(3) 

317428 

55202 

27325 

4345 

2000 

344 

36.20 

2837 

3239 

218516 

58365 

276881 

(4) 

235319 

8123 

30460 

2020 

968 

4005 

4740 

2399 

4815 

177789 

61534 

239323 

(5) (6) (7) 

235319 235319 235319 

8123 8123 8113 

32752 34222 33544 

2649 2649 2869 

198 166 166 

1343 1329 1209 

5304 5010 5401 

3079 2775 

3714 3563 3232 

178157 177482 178127 

80658 67960 68724 

258815 254442 246851 

-----.-----------------------~-----------------------

Source: Distric~ statistical handbook 1986 E~nakulam.p.20. 
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at.ti t;ude hi'S be0.n mor" pronounced in the CFlse of Ernakularn 

district. On comparison with Kerala, the fact that a relatively 

high(';r incrpose from 9.65 percent during 1975-76 to 13.90 percent 

during 1984-85 in the proportion of area under rubber cultivation 

in the district inclicates that the growing interest among culti­

vators of the di strict to\vards rubber cuI ti vation is much more 

than that found in Kerala as a whole. 

Output and Productivity of Important Crops 

3.28. Table 3.11 furnishes the details regarding output 

and productivity of certain important crops in the district. 

Table 3.11 reveals that unlike that of Kerala, production of 

important crops like rice, coconut and tr.tpioca in the district 

has been increasing durjng the Period between 1975-76 and 1984-85. 

Like the rest of Kerala, the production of rubber in the district 

has also registered substantial increase during the period. 

The producti vi ty of all these important crops in 

the district has increased during the period. while there has 

been a decline in the productivity of rubber at the all Kerala 

levc!l dllring the period, the producti vi ty of rubber in the 

district has been going up. 

In short, production and productivity with respect to 

all major crops in the district have gone ahead in Kerala during 

the period 1975-76 to 1984-85. This indicates that Ernakularr1 

district st2.n(Js in the forefront of all other districts not only 



Table 3.10 Distrihution of Gross Cropped Area According to 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Cropping Pattern. 

(Area in Hectares) 

1975-76 1980-81 1984-85 

Gross Cropped Area 239323 258815 246851 

Area under food crops 160710 163568 144462 

As percentage of tha Gross 

Cropped Area 67.15 63.20 58.52 

Area under Rubber 23096 23334 34319 

As percentage of the Gross 

cropped. Area 9.65 9.02 13.90 

Area under coconut 50726 60881 55678 

As percentage of the Gross 

Cropped Area 21.20 23.52 22.56 

Others 4791 11032 12392 

As percentage of the Gross 

Cropped Area 2.00 4.26 5.02 

SourcE' District Statistical Hand book 1986, Ernakulam 
pp.20, 22, 23. 



Table 3.11 output and Productivity of Important Crops in 

Ernakulam District. 

-- ~ 

1975-1976 1980-1981 1984-1985 
Crops --------- ----------- ------- ------------ -------------------_. 

Output Procluct i vity Output Productivity Output Productivity 
--------r--------- ----------- ------- ------------ -------- ----------- ---

(1) (2) (3) (4) (5) (6 ) (7) 

Rice 119160I'-1.T 1339.73 144601 1410.74 149199 1672.95 
kg/H H.T. Kg/H. M'.T. Kg/H. 

Tapioca 323702M.T 18940 240267 19279.9 205207 19800 
kg/H. N.T. Kg/H. M.T. Kg/H , 

Coconut 269 l'lilli~ n 5303 327 5371 363 61120 NO/H 
Nuts No/H Million NO/H. Million 

Nuts Nuts 

Rubber 13556 t-1.T 586 13929 597 21727 633 kg/H 
kg/H. M.T. Kg./H. M.T. 

SOurce District Statistical Handbook 1986 PP. 22,23. 
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in terms of net. domestic pro(luct hut. 01so \-IJth respect to her 

agricultural advancement. 

Bank Credit and Agriculture 

3.29. As in the rest of Kerala, the major sources of credit 

to agriculture in the distdct are commercial banks and co-ope rat.:.. 

ives. Ernakulam district has a comparatively well developed co­

opE~rati ve sector. Co-operative credi t system in the di strict has 

registered appreciable progress in extending credit support for 

agricultural operations. As on 30th June 1984 there were 165 pri­

mary agricultural credi t societies and farmers I service societies 

extending services to its 4,05,574 members. The amount of agri­

cultural credit disbursed by these societies in the district 

during 1983-84 comes to Rs.3,312.79 letkhs. The total working 

capi t.al of these societies as on 30th June 1984 amounts to 

Rs. 6586. 22. 

Compared to other districts in the state, Ernakulam 

district is better developed in terms of the availability of 

banking facili t.ies. Of the total number of 2744 scheduled 

commercial bank offices in Kerala as on 31st December, 1987, 

399 are in the district. May be that the district is the 

commercial capital of Kerala, it continues to hold the largest 

proportion of bank branches in Kerala since 1969. The Federal 

Bank ltd., has its headquarters in this district. The Union 

Bank of India is the lead bank for the district; With a view to 

giving meaningful content to the strategy of area development 
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within the framework of the Lead Bank Schem~# it prepared the 

first credit plan in August 1978. This credit plan laid particu­

lar stress on agricultural development programmes in the district, 

viz., 1) agricultural programmes for increased growth in production 

through the supply of various agricultural inputs and equipments, 

2) Minor Irrigation and soil conservation Programmes. 3' Develop­

ment of agricultural and allied activities such as dairying, pou-

1 try fanning, goat rearing, Apiculture etc. 

The same strategy has been adopted in the preparation 

of further credi t Plans and Annual Action Plans for district. 

The Distr.ict Credit Plan 1983-85 envisaged an outlay 

of ~.72.26 crores in which 31.15 crores (43.1%) were expected to 

be invested in agriculture and allied activities. The annual 

Action Plan 1983 prepared for the district envisaged a credit 

disbursement of the order of ~.41.72 crores in which Rs.22.39 cro­

res (53-7%) was expected to be in agriculture. However, as per 

table 3.12 it is seen that the scheme could not fulfil its target 

with repsect to agricul ture and industries while the service 

sector could get more than what was due to it. 

A bank-wise break-up of the details reveals that while 

Stctte Banks and Nationalised Banks could successfully exceed the 

target with respect to agricultural credit, private sector banks 

as well as co-operatives fell short of their assigned target. At 

the same time, it is observed that both the co-operatives and the 

pri v;:-l.te sector banks could lend more than tht-~ targeted amount 



Table 3.12 Progress in the Implementation of the Ernakulam 

District Credit Plan I 1983 
J 

Banks 

state Bank Group. 

Nationalised 

Bank Group 

Private sector Bank 

Group 

co-op. s€ctor 

Total 

(Rs. in crores) 

Agriculture Industries Services Total 
----------------------------------------------------
Target Achieve- T 

rnent 
A T A T A 

1.73 2.01 3.20 2.36 1.96 1.956.89 6.32 

3.85 6.20 4.06 2.83 2.84 5.89 10.74 14.92 

0.92 3.01 2.14 3.25 3.26 9 0 57 6.32 

13.50 7.88 0.56 0.45 0.46 14.52 8.34 

22.39 17.01 10.83 7.33 8.50 11.56 41.72 35.90 

Source: Annual Action Plan 1985 Ernakulam District, 

Union Bank of India p. 3. 
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assigned to them in t.he case of the service sector. This is 

indicative of their interest in lending to the service sector 

where risk is minimum, and profitability is maximum. It also 

implies the existence of a largely developed service sector in 

the district. 

Similarly, the Annual Action Plan 1986, reveals that 

the prim<'lry sector in the di strict c01Jld avai I credi t faCU i ties 

from institutions to the tune of Rs.21.37 crores as on 30th June, 

1 <".lR') <1:, n("j,ltnstthp 1-.;H(JPt~~d <l!T1ount of R".7.?71l- cron~s. Tilble 3.13 

shows that the service sector could manage to get 36 percent more 

credit than the target assigned for it. As is visible from the 

table, the institutional financiers could disburse ~.25.94 crores 

in other ar':!s as against the targeted amount of Rs.l1.S7 crores. 

Thus, the foregoing analysis of the district credit plan indicates 

that banking institutions in the district liJg behind in the supply 

of credi t to the primary sector in relati.on to the other two 

sectors. 

Land Reforms in the Di st_rict 

3.30. Land reform measures implemented in the district are 

nl<1inly centred on the Kerl31a Land Reforms Act, 1963 as amended by 

Act 35 of 1969 and a serles of Amendment Acts in subsequent years. 

Ernakulam was the district that first introduced the 

system of granting Kudikidappu rights based on mutual consent 

statements filed by the Kudikidappukar, the Land OvlOer, inter­

mediaries if any, etc. ·,·Jithin few months of this Act, 
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T<'Ible - 3.13 - Progress in Imp18m~~nt,)tion of Annual Action 

Plan 1985 (as on 30th June 1985) Ern0kularn 

District 

(Rs. in crores) 

~2E!~~!~~E~_~~9_~!!!~~_~~~!~!!!~~ 
Crop loan Term Allied Total Service others 

Sector 

Target 14.00 
(lno.o) 

Achievement 14.09 

(100.6) 

loan Activities 

4.71 
(lOO.O) 

4.35 

(92.35) 

4.03 
(lOO.O) 

2.93 

(72.70) 

* Percentage in bracket 

22.74 13.41 11.57 
(1on.o) (100.0) (100.0) 

21.37 18.24 25.94 

(93.98) (136.01) (224.2) 

Source: l\rrnu<'ll Action Plan 1986 Ern<lKl.llam District, 
Union Bank of India, pp.9 to 15. 

t,his district could dlstrtbute certificate of purchase to a 

large member of Kudikidnppukars at Land Reforms Festivals held 

in various places of the district. As on 30th September 1979 

certificate of purchase in 55,593 cases were issued in the 

district. 

In implem':.mting the ceili.ng provisions of the Kerala 

Land Reforms Act, also, this district has achieved fairly good 

progress. 
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Livestock Asset 

3.31. As in the other districts of the state# livestock 

rearing is a major instrument of economic betterment of the rurol 

poor in this district too. Table 3.14 shows that the livestock 

population in the district has increased from 5.05 12"khs during 

1977 -to 5.28 lctKhs during 1982. As per the t<3ble the poultry 

population also has increased from 15.5 lakhs to 16.24 lakhs 

during the period. 

There were 9 veterinary hospitals and 29 dispensaries 

in the (1istrict during 1975-76. But most of the dispens2ries 

were t.urnec3. into hospi tals du:.-i Pg t.he period betVleen 1975-76 and 

1984-85. The member of hospi tc'ls increased to 51 during 1984-85 

cutting dOi,..;n the number of dispensaries to 12. 

3.32. Fisheries playa v8r-y important role in the economy 

of this district. fv10re than 3 percent of the tob'l r:upulation 

of the district are engcged in fishing. In a district like 

ErnClKulom where there is chronic defici t in the procluction of 

food p,laterials fish products will help in improving the nutri­

tional standards of the people. 

Ernakulam district can play a vit~l role in the 

development of f1 sheri es in the Statl? The district has a coast 

line, 41').2 krr. in length, extendjr!(J from Chellanam at the 

south(~rn end to I'-~un2_mbam at. the northern end. Of the 590 KIr. 



'1';1 hIe 3. 1t1 Growth of Li ·V'estock ,-1[1(1 J'Otll try POEul·:Ition 

in Ernakulam District 

(Number) 

Items 1977 1982 

cattle:-

a) Male over 3 years 55,976 31,767 

b) Female over 3 years 1,19,830 1,42,962 

c) Young stock 1,21,637 ;1.,29,638 

Total 2,97,443 3,04,367 

Buffalows:-

a) Male over 3 years 16,251 14,829 

b) Female over 3 years 9,179 8,327 

c) young stocks 3,260 4,116 

Total 28,690 27,272 

d) Sheep 253 

e) Goat 1,56,280 1,80,354 

f) Horses & Ponies 1 

g) Mules 

h) Donkeys 6 

i) Pigs 22,720 15,335 

j) Elephants 66 

Total Livestock 5,05,133 5,27,654 

Poultryz-

a) Fouls 14,44,649 14,89,939 

b) Ducks 1,05,935 1,26,003 

c) Others 355 8,210 

Total 15,50,939 16,24,152 

Source, District statistical Handbook 1986, Ernakulam 

op.clt. p.29 
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length of COi-1St line in Kerala, the di~;trict. has only 7.8 percent 

of it to rCinK 7th i'Hl'lOnq t.he 8 rn'-"jor clic::lxjct in term.s of CO<1st , 
line lengt.h. HOv-Jever, the district; ranks 2nd \d th respect to 

marine f'ish landings. During 1984-85, of t1'K~ 3,32,443 M.tonnes 

of marine fish landings in the state the district had a share equal 

to S6,GqO (17.1%) M.tonnes. 11 

3.33. Ernakulam is one of the most rldvanced districts in the 

state in the field of Ii teracy and st.andard of education. The 

proqress:i. ve educi-ltional policy of the rulers of erstwhlle Cochin 

State ancl the activi ties of Christian missionaries influenced the 

r2pid qrowth of educatinn .i. n th.i. s oj. strict.. In fact, rulers of 

those times provided tax free land to missionaries for the estnbl-

ishment of educational inst.i tutions. The first English School of 

the district. an(l probably of t:he whole state was st<'lrted by a 

missionilry hy l1l.1m{> Fr.J.D,wison·at Hattancherry in 1818.
12 

The 

educ<:ltional activities of the Christ-i2n missionaries inspired 

Non-Chri sti <'In OrgFmi s?tions also to ent8r the fi eld 0 f eauc<':tion. 

This revenue district is divided into three educational 

districts, vi?, Alwaye, Ernakulam <'md i'1uvattupu?ha. The number of 

insti t~utions for generFll educ,~t.ion in the district increased from 

846 during 1970-71 to 979 durjng 1986-87, (62.1%) being in the 

private sector and 371 {37.9%} in the Government sector. However, 

554 (91.2%) institutions in the private sector are running with 

GovernrnEmt ai d. The tot.col strengt.h of students in general ecluc3t:ion 

in t.he district dllrin~ 1984-85 comes to 5.34 lakhs. 

11. Statistics for Planning, 1988, op.cit., pp.84-85. 

12. ~t2tUS Paper Ernakulam District, 1980, op.cit., p.S8. 
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The district has achieved substantial progress in 

the field of higher education also. Ernakulam district houses 

the largest number of arts and science colleges in the state. 

Of the 168 collegps in Kerala, 23 (13.7%) are functioning in 

this district. Most of the collE'ges in the district are working 

uncler private manngement though the Government are Ii able to 

meet all expenses in running these insti t.utions. It may be noted 

that 19 out of the 23 Colleges are under priva.te man<lgement. 

Of the 25 Polyt0chnics and 47 Technical High Schools 

in the State iri 1986-87, 3 Polytechnics and 5 Technical High 

Schools are sit:uated in this distrjct. 'l'here exist 6 colleges 

for professional educ<:~tion in the district, 3 each under Govern­

ment and private managements. 

It may also be noted that Cochin University of Science 

and Technology, one of the technic0l Universities in India, is 

situat(~d in Ernakulam District. This University offers courses 

at the post-gr~duate levpl in 18 faculties. 

Turning to health an~ mcdic01 fncilites, Ern2kulam 

district's progress has been tardy tllough public health and 

medical activities in the State has expanded consider~bly durjng 

the P2St few year.s. The development. of heal th ci'tre fac! Ii ties 

In the district h2s not been able to keep Pace with the relati­

vely fast industri~l development and resultant high density of 

por'ulation. All the three lllajor systems of medicine viz., 
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Allopathy, Aurvedn and Homeopathy h2.ve to make quick progress in 

keeping Pace with the very fast industrial developments of the 

district. Table 3.15 reveals that Ernakulam ranks only 6th with 

respect to population per bed in medical institutions during 

198f1-87. 

Industries in the District 

3.34. Ernakulam district which is often described as the 

inc1ust.rial capi tal of Kerala is blessed wi th several unique 

facilities which 'make it highly suitable for industrial develop-

mente lwailabili ty of electrici ty and fresh water, the proxiIlli ty 

to Cochi n Port vlhich is a powerful centre of international trade 

etc. are conducive to rapid industrial development of the district. 

Ernakulam 15 the most deve.loped dist.rict in the State 

in the industrial sector. Hovlevel-, in terms of industrial employ-

ment it r,3nks only 2nd in the State~ the 1st being Quilon where 

a number of Cashew factories operate. This, in fact, indicates 

that the 12bour absorbing capacity of large scale industries is 

relatively limited. 

In 1985, of the 11,107 registered factories in Kerala 

1855 factories are located in this district.
13 

There are 40 large 

and medium industrial units in the district the vast majority of , 
whi ch are located in Ernakul am-Eloor-Alvlaye industri al bel t. 

13. Statistics for Planning, 1988, op.cit., p.99. 
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Table 3.15. District-wise and porulation-wise Di.<::tribution of 

Beds - Allopathy - 1986-1987. 

*Population Total Number Population Rank 
District (inIOOOs) of Beds per Bed 

Trlvandrum 2889 6510 442 1 

Quilon 2441 1973 1237 9 

Pathan<1mthitta 1?33 887 1390 10 

Alleppey 2076 4193 495 2 

Kottayam 1889 3581 528 3 

Idukki 1079 499 2162 14 

Ernakulam 2822 3859 718 6 

Trichur 2715 4018 676 5 

Palaghat 2275 1623 1402 11 

t-lalappuram 2674 1406 1902 13 

Kozhikode 2499 4224 592 4 

vlayanad 617 590 1045 8 

CannBnore 2149 2403 894 7 

Kdsdrgode 971 608 1597 12 

State 28329 36404 778 

* Projected Population of Kerala as on 1st March 1987. 

Source.: 1. Stati stics for planrd. ng 1988. Department of Economics 
and Statisttcs, Government of Kerala, p.3. 

2. Economic Review 1987, Government of Kerala, op.cit., 
p.211. 

As the problem under study is related to the primary 

sector of the economy a detailed profile of industries seems un-

necessary. Having taken a broad look at the major socia-economic 

and agro-climatic characteristics of the district which will help 

to understand the problem under investigation in its broader per-

spective let us now turn to examine the socio-economic background 

of the sample beneficiaries in selected villages. 



C HAP T E R - IV 

SELECTED VILLAGES AND THE SOCIO-ECONOMIC B!\CKGROUND OF THE SA1'1PLE 

BENEFICIARIES 

sample Villages 

4.1. For making a correct appraisal of the problem posed a profile 

of th~ villagps and the socio-economic baCkground of the sample 

beneficiaries is deemed essential. This chapter is an attempt in 

thi s di rections. 

As discussed earlier, the sample villages consist of 

Elanji in t·1uvattupuzha taluk and Kadavoor in Kothamanqalam taluk 

of Ernnkulam revenue district. 

Elanji Revenue Village 

4.2. Elanji revenue village lies in Elanji Panchayath which is 

si tU'1tpd in the southern tip of l'1uvnttupuzha taluk in Ernakulam 

district. 
1 

The geogr'1phical area of the vJllage is 29.48 Sq.Km. 

As per 1981 Census, the population of the village remained at 

16,030. The village is agr2rian in nature. Most of the people 

deriv(-~ their income from agriculture. t·]ajority of the population 

lx~long to the c;1t"~~Jory of cultivators and aqricultural lohourers. 

1. St~tus Paper, Ernakulam District, District Planning Office, 
Ern;:kuli'i!T1, lC)Fln, p.122. 
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As p"-~r 1981 Census, there tvere 1621 cultiv·3toYs and 1483 aqric'J-
') 

Jturc'l labourers ont or the fll<:lJn \'Jorkers of 4606.'" 1\ l.:'lrge cln.mk 

of the population belongs to the scheduled caste. Though there 

are no settled harijan colonies, llarljans who got recently converted 

to Christianity live in large qroups in miserable conditions in a 

hilly [(~CJion c;llled 'KoorumalC1' situC1ted more or less at the centre 

of the village. This hilly area is almost surrounded by big rubber 

plantations whose owners live in far away places; may be for the 

easy availability of cheap plantation labour, large groups of 

harijans are allowed to stay unJer primitive conditions at the 

top of this hill. 

The village has a tropical humid climate with plenty 

of Fli.ntall throughout the area. The ['?rtili ty of the soil found 

in the plains of the village is very high. It comes under the 

development scheme of Pampakuda Block of Ernakulam District. 

Most of the crops found jn Kerala are cultivat~d in 

this village also. The cropping pattern includes paddy, Coconut, 

!\p"'C-3nut, Tapioca, Gin;r(~r, Pepper, Turmerj c, Rubber, Cocoa, Clove, 

Cinamon, Hutme<J, 'Kachuvallom', Vegetables, Sesamum, Ragi, Betal 

leave~, Cofree, SugArcane, Pineapple, Banana, Chasew, Drumstick, 

Sweet Potatoes, Lemon gra8s, Fodo",r qr2ss etc. Paddy, coconut, 

Rubber 2nd TapioCA are the major crops. 

The average lClnti holdin'J in this village is about 

7..5 aCP2S. 

2. Cc~nsus of India 1981 - Paper s.Fin::1l Totills of Harkers 
an:] t·lon-vlorK<ors. 
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The village has no naturnl irrigation facilites 

except the 'Elanji thocl.u' - a small n.Jtur~l cc10tll flowing 

through t;he village. It exp0ripnces Ficule shortage of drinkJllg 

water. In the absence of irrigation faciUtie:.>, the cultivi3.­

tion of high yielding paddy is done only on a limited extent. 

Inspite of a relatively ~dvancpd agriculture the 

village does not have any agro-industries or handicrafts. 

To cater to the needs of educ<'ltlon, there exist 

2 high schools, 2 upper prinF'1ry schools and 5 prlnFlry schools 

in the 'Ji] lag-e. 

The only "f>ci li ty in the field of health is a 

Government ollopr:lthy dispensFiry. 

Thouqhthe village is electrified, the supply of 

clnctricity is inadequate. 

Koot.h,~t.tllkul;:'lm - Vikom rOild and Pi r<Clvom-r-'.onJppi 1 1 y 

road are t.h8 two import2.nt rO;3ds running thrcugh t.he village. 

The av",i Jahle me;m~ of t.ransport ,"'rE~ v'.C!ry rnc;)gre. 

Importcmi. places in the vil1agr~ are 1·1utholapuram, 

E] iHlji, thn 

niost iml~ori~nt pl2,ce .In th'2 vill"qe, is fairly developed wit,h 

m"3rkEt for hill pro()uces and other agricul t1..lrc:l cornrnodi ties. 

There are 3 b"mks 2nd 1 co-oper~tive bcnk ',vo1'king in the village. 

Tlv: oFLiccs of the Union D~!)}: of Incli;>., and the F'c(lerCll B·C'.nk 2.r2 

si tu;ot~c1 in Elanji. The ot.1v~r t'"fO offices <'lre located in 

t-\l.J t hol ;'P1.1':>'lT:I.' 1·10 tiJol ')T'UrdlT1, 11 kE:' El ;)nji is ;1 busy agricul tur,"l 



Cent.re. Though several c1evelopl!1(~nt schemes and TIlLlstf'r plans "Jere 

propo3(~d fOJ 1.h0. clrv01op(w"nt of tly~ vLl1;-lqt~,:1 nClT1P of thcsr:-

schemes has been taken up for i mplement;-ition. 

Kad2voor revenue village situated in the paingattoor 

Panchayath U.ps in Kot.hamang0Ic~m Taluk. The vi]] 2ge which \-T':'.8 

part of the erstwhile tluvattupu:?ha. taluk is located in the 

eastern border of Ern<1ku) 3m District. Kad,"1voor village whose 

geogrA-phicdl area extends to 23.S0 sq. Krr .• is pluced under the 

The population of this o.grarian villaCj8, according 

to 1981 Census \",as 13,44f .• Out of thp 4,473 main wor}:ers in 

the village 1,448 are C1Jltiv<1tors 2nd 1,856 agdcu1turc·;1 lcbour-

ers. Compared to the other 7 revenue vi 11 ages of the t"tl uk, the 

proportion of cultlvators among main workers in Kadavoor works 

out to he the highest, (37 per cent). 

acti vee The rnajor sourc,?s of income and employment of the people 

of Knc1;woor are agricultur(-~ <'Jnel relntpd i')ctivit:if-~s. This village 

also has a tropic"l humid c1imah~ wi t.h he2vy rains brought about 

by the south-west-rnonsoon from June to ll.ugust and NorLh East 

r';onsoon from October to November. 

3. Ernr'l]"uli'lm Ji 11 a Vi Kasanam - sam<JqrClmaya NlrdeS<:lnga1' -
Erni1hul am .Ji 1) a Vi kasi'lna St1.nd thi Pr ."1s:i(lheP}<:i1r~nam, 

197?, p.1635. 
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',>lith hi<.:)h rain fall couple(~ vdth hiCJh f~rt"iUty of 

'fhe ITlujor crops r:1re Paddy, Coconut and Rubber even 

though most: of the crops cormnon to Kerala are cultivC1ted here. 

The average area of the cultiv~ting land in Kad~voor Village 

is estimated to be 1.5 acres. 

Irri~ational facilitips in the village are not 

adequate~ Electrict t".y has yet to reach many parts of the 

village. The }1uvattnpuzhiJ rO(:1d which runs through th(~ middle 

of the village is the major motorable rOad for transportation. 

There exist 5 lower primary schools, 2 upper primory 

schools and 1 high school wi thin the Paing2ttoor Panch<:ly()th 

terri t:ory where the village is si tuat.ed. 

To render health services, there is only a small 

government eli spensary. 

As the village hus a large live stock populat_ion, 

a vated n()ry hasp! tell workin,] hen" is very much helpfnl to 

K2dC'voor, !v!uriyodi, Kulappur<'1ffi <lnd Unakkac1 are the 

impor"tant places in Kadavoor Village. 

One branch of a scheduled bank and a co-operative 

han]\: i'lre "\:l,p' financicll inst:itut~ioTlr; sit:uatod in Ulls villClge. 
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Socio-Economic Background of the sample Beneficiades 

4.4. It has been already pointed out. thi:-)t an analysis of 

the socio-economic back ground of the sample beneficiaries will 

help t,o undpT'si'i'nd the Horkin<J of Clgr_icult,ur-;)l credit, in it~; 

proper perspective. 

To beqln with, we t'-1kr~ up the sC'y'-\,Jjse cli~;tribution 

of members of the samr>lehouseholds. Table 4.1 shO\-vs that out 

of thc~ tot;fl 263 people in the Elanji S<Jmple, 142 are males and 

121 are females 0' Here males out number females keeping the male­

female prOI~rtion as 852 fem2les to every 1000 male. This is in 

contrast to the all-Keralapattern of sex-distribution where 

femc'lles out number males. However, in Kadavoor Village, the 

mule-female ratio is in consonance \..;i th the all-Kerala pattern. 

In Kil(1ClvOor vi] 1age then'~ arc 120 females [or 118 male~ maki ng 

the sex-ratio 1017 females to every 1000 male. No precise eX­

pl<1tF1Uon c<'1n be offerr~d for the 10vl pre-portion of females to 

males found in the Elanji sample. 

On further examination of the table it is seen that 

the averi"t<;e number of members of di [ferent household.s ranges 

between 3.5 and 9.17 in Elanji and between 4.33 and 7.17 in 

Kadavoor. It is also discernible from the table that in both 

the villages, the averuge membership is the highest for house-

holds in the size group of Above 10 acres. This indicates the 

tendency of affluent agd cuI tural house-holds to have mon"! 

mpn~ers in the family. Hence, it SPQms thAt the privailing 
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notion of an inverse relationship between number of members and 

financi al pasi Uon of a household does not apply to agd cuI tural 

household.s in the sample villages. Sound economic posi tion, 

recogni t-j.on and respect given by rural society to rich and bigger 

families, the feeling that more members command ITlQre sociC:ll potier, 

interest in extensive relationship, th(~ pleasure of family get 

toget,her and merry making durJng festive occasions etc., are some 

of the reasons that tempt rich agricultural hou!3eholds to have 

bigger family. 

4.5. From table 4.2 it can be seen that out of the 40 

sample hOUSE.:ho1cs in Elanji Vi 11age, 7 (17.5%) belong to the 

Hindu religion, 33 (82.5%) to ChriE:tiani ty and none to Islam. 

Simi 1 arly, out of th€~ 40 hous0holds in Kaoavoor Vi 112ge 14 (35%) 

belong to Hinduism, 26 (65%) to Christianity and none to Islam. 

!\. further breakup of thn tahle revoals tint 1 (). 5%) of the 

Hi ndu benefici ary households and none of the Chri st,i un households 

belong to scheduled Cas~e, in Elanji Villagp, which in KadaVoor, 

3 (7.5%) of the Hindu and 3 (7.5'10) of the Christian households 

belong to the scheduled Caste community. It may be noted that 

the scheduled 'caste beneficiary householcbin Kadavoor village 

are, in fact, Christian converts from PUlaya community. Further, 

it is clear from the table that all scheduled caste beneficiClry 

hous0.holds in both the villages belong to the holding size of 

less than 5 acres. 
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1\ .6. Turning to the edu(,"Itional levels of the br-mefic.tflry 

households, the followl TV] i nter.-:::>ti ng obscrvnt.ions CAn be mnde. 

Table 4.3 shows that in the case of Elanji Village as a whole, 

out of the 245 members above 5 years age, 19 (7.6%) persons are 

i11it.erate, 67(27.4%) of them have primary education, 72(29.5%) 

individuals have secondary education, 35(14.3%) persons have 

passed higher secondury, 28 (11.4%) of the members hold Pre­

Degree certificates, 16 (6.5%) of them are graduates, and 8(3.3%) 

persons have post-graduation. Similarly, in Kadavoor village, 

as rer table 1,.4, ou '". of the 2 79 p(~rsons above the age of 5 years 

36 (15.7%) persons are illiterate, 35 {15.2'Yo} of the have primary 

education, 48 (21.0%) individuals have secured secondary educ~tion, 

21 (9.2%) hi3ve gone through higher secondAry, 15 (6.6%) persons 

hav~ pre-degree cprti ficates 15 (6. 6%) per~;ons are graduates and 

8 (3.5%) individuals are post.grr1durltes. Further, the tables 

r~vo."'l th,'1t, in hoth the vill<.:!qr"r: f1,P IW1gnJtuu"" of iUil.l?rn.cy 

c1"'cr- r ·ilsn ;.; ilc, HIP size of holding inc:rpr1s"~;,;. l\nryther importcl'lt: 

fj ndi ng that emprgp-s from the analysis j s thai':. the proportion 

of inflividuFlls who got. higher pduc<'lti0n at the College level is 

directly related to the size of land-holding. For instance, in 

Elanji Village only 13.7 percent of the totAl members of house­

holds ohTnj nC] less than 5 acreS have got college education \-lhile 

33. 7 percent of those belongJ n';] to the group owning above 5 <jeres 

h2ve obtained college education. It may also be noted that 22(45%) 

out of i'h(; t19 membecs in the lilrg2st group have ucquired higher 

c;ducltion in Elanji sample. 
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l'hp nbov~ fi nc1 i nq:~ s"'pm to betnl'': wi th resp~ct to 

below the group oHn:i n9 c, clcrr'~3 h(,lve got on! y school level edUci;'-

t.Lon. Bllt, 38 p0.rc'·:nt of the n!ernLe! .'3 helongi ng to groups of nbove 

5 acrss havp. aenui p?d hi ght?r educ;:ot.i on. Here also, the biggest 

group holds t.he l;ngc:st proportion o! Uw hi ghly quali fiE~d 

persons. Thw3, the foregoing ana.lysl s r~veGlsthat the level 

of Ii tcracy as \-/e11 a.s hirJher educ,!tion i'lre post tively r<:!lated 

to th'2 size of l8nd holdings. Inabili ty of poor parents to send 

thei r chi ldrcn to c1J stant collegc;s keep the number of college 

goin<] children rn)m smaller .siz~-groups very low. 

'tlhi Ie d:i. set! ssi n(J til," occup·,J tional di strLbution, it 

may r)<~ not.c:>'] thi1t out of the tr)t-"l P0I'U] ;1tJon of 263 in the sample 

honS0holds of El.':lnji dud.og 1985-86, 76 (7.8.9%) people are en<]<1ged 

in r::plnful occup;ltLons. The r·:>m,:d.n; I1'J 187 (71.1.%) peopl,:, consti.-

t.llt~ the de.pf~nclJ n'J poplll ;3tion. Simil arly I in Kad,"}voor, the pro-

['or U.on of p00pJf~ en';F'';J,''d in fJ;'l n rul occup"t.i.ons is 31.5 percPr! I., 

keeping the prOf'ortion of depencH 11'] popul ;:J.ti.on at 68.5 percent. 

l\ further br'~akup as is gl v,~n in table 4.5, shov-Is that 

in 81 ;=Jnjl sarnplp. 67.1% of tht-~ worldng pop1Jl;.~ti.on is enC;'"1<]f:!d in 

agr:LClll turf? and related 2cti.vi U .. ?S as their main occupation. 

SiITd.l;:trly in K'3davoor vil1.rJ.g<::- 61.4 percent of the working popula-

tion has agriculture and alliHc1 acti vi tif-~s as their major meZlnS of 

livilihooeJ. 'l'hj s, j n f'let, implJi=;r;Ulf> prH10min,'lnce of agricul ture 
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ppoplp in t.he 80mplp villaC]Ps. It. is s0 p n from thp t 

In (1 J.?%) P"'C~('ll!~ (If I'hn l;thnu r forc,-' i n El~mji s<,\mp]e 

12 (16%) ['t'rsorl:> i. n KFld,."voor sample have l,ublic sector employ­

[[lent. Peopl!'" engdged in bLlsiness an(1. trrJde as thei r Intiin occu­

pi'lt.ion ~P? few jn both I.he v511<tgps. HO''';'2vr:~r# 6 p0t:'son.s(7.9%) 

i'l Sl.'!lj:i <"Hid S (r;. 7~~) p'::'rSOD:' in K·"ld;lVoOr <lP? Turllting sel[-

entE>rJ;.,rises. Proportionf: ofthr~ l;:'l,bour forc,,: h'ot'l:inq on daily 

1,.,'<lgCS in sectors olhf~r th;7Jn the prirn;l.lys"ctor ere 3.9 percent 

and 5.3 per cent for Elanji and Kad,:"JVoor sc3ropl f3s rcsp',~ct.tvely. 

T<:1ble 4.6 exhibits det,::'il.s F:CJ"rcin'J subsidi,':!ry occupations of 

the :lorking popul ation in th-:; s<lmp1.n household.s. The tilble 

ShO'ciS th ~l t 24 (31.6%) ou t: 0 [ the 76 \iO rl:,-: 1'.'3 in El anji and 21 (28%) 

among the 75 \vorko~rs i n K3d~voor h(lV':~ .'3 1 10.si eli ,-o-ry oC'cu.r;a tions. It 

.i.;c; 'Ii~i]-ll(~ fn-'f11 UK' t."blp th:'i.:, 1:lldlr~ SO percent: of th"" \-Ior};:·',rs 

in El'Jnji S:1I\1['1('· .:-)1,,'1 4?C) p'::'rr:r"nt in K;':]cl"voor. .sCllnr,lp. 2.rr' enS.-l'J'C>(] 

.tn 21Jil!l'1l husbtHldr:l, 37.5 percpnt ane1 38.1 percent of them in 

El ;-'nji oTl':'! K<"l;wuor re;:;£1(;;' U Tr'~l y a rp Cll'ji'CcJ''''c1 in l110ney lending 

as th"~l r s11hslcli2ry f)ccllp?tlon. Th,? uS1.l·:).1 rc,:t'? of interest 

charg8d rrmged oet_hl,?pn 36 porcent. 2nd 60 percent so that the 

prufit from this businpss is very large. Shops-keepers and 

oUler petty traders constitute 12.S percpnt of the subsidiary 

OCClJl'<!tion 5.n tho case of Elanji sClrnpl~:> anO 19 percent. wi tIl 

The f;wt that a cr)nsjrJer':'lhle pn)I='ort.i.on of the 

'dor kin'] pot"!] dliJJ!1 i~) U1I:' sample> hl'u:':"hol<ls in botb th('~ vi llclfjC's 

hi:~:-: 3' :bsi(li .'-'ry OCC1JI-'e'tion i T1cli cates the en terprisi ng nature of 



TablE> 4.5 

DnLJiJ s of Occupational Di::trihl1t_ion 1 0 8')-86. 

OCCupcltiOlJ 

3. '.Jar](~ '2,-,.111-:( In t.he 
f'rim,-Jry :),~c:t()r 

1. S21~rip0 ~mploy0es 
in Public s~ct-)~:--

5. S<llaried employeesln 
the private sector 

6. Business trade 

7. Self-Enterprise 

8. Others (dai lyw;Jqe 
earners) 

Tot a 1 

Source: sample Survey 

Elanji 

IJuwb"c 

-10 
r-

6 

51 

10 

4 

2 

6 

3 

76 

Pr.) no: c. n tugo 

S::'.6 
f) • (, 

7.C1 

67.1 

1.1.2 

5.3 

2.6 

7.9 

3.9 

100.0 

number 

-11 
,.., 

I 

16 

12 

7 

1 

5 

4 

75 

Percentage 

5,1. 7 

2.7 

It () .... '-, 

61.4 

16.0 

1.3 

6.7 

5.3 

100.0 
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Table 4.6 Distribution of Subsidiary Occupation (1985-86) 

Elanji Kadavoor 

Occupations -----------------------------------------------
Number Percentage Number Percentage 

1. Animal 
Husbandry 12 50.0 9 42.9 

2. t'1oney ] encUng 9 37.5 8 38.1 

3. Shops and 
Petty Trades 3 12.5 4 19.0 

Total 24 100.0 21 100.0 

Source: sample Survey 

the people. The acti vi t.y performance of the population other 

than those employed in ged nful occupation as presentE:~d in table 

4.7 shows that majori ty of the people in non-gainful acti vi ti es 

are housewives and studerits. For instance, the proportion of 

persons engaged in domestic chores are 25.7 percent in case of 

Elanji and 28.8 percent with respect to Kao.qvoor. But the pro-

portion of students in the population comprising those in non-

gai n ful Act.i vi ti es are found to be sti 11 higher J n the case of 

both the villages. In fact, students constitute the major por-

tion of the pODula.tion in non-gainful activitif-~s. At the same 

time, it m2.y be noted that no children above the age of five 

has been recorded as not going t.o school. 1\11 thp.se imply the 

availability of school facilities within the reasonable reach 

of the villagers. 
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Table t1.7 i\cti vi!y Performonee of People ot.her than Gainfully 

Employed, 1985-86 

Elanji Kadavoor 

Acti vi ty Number Percentage Number Percentage 

1. Domestic Duty 48 25.7 47 28.8 

2. Student 84 44.9 55 33.7 

3. Job Seeking 20 10.7 30 18.4 

4. Oldage 14 7.5 12 7.4 

5. Pa tient/Di sabled 3 1.6 4 2.5 

6. Children below 
5 years 18 9.6 15 9.2 

Total 187 100.0 163 100.0 

Source: SFlmple Survey 

As per the table, the proportion of the unemployed 

in the beneficiAry households in Elanji is 10.7 percent of the 

total population in non-gainful activities. When compared to 

the total population of the sample householc.s in Elanji Village, 

this proportion works out to be 7.6 percent. SimilClrly. in case 

of Kadavoor sample. the proportion of job seekers is 18.4 percent 

of thp. non-q.:)infully active populC'ltion while it works out to be 

12.6 percent of the total popul ilUon of the households in the 

villag~. 
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The L'lct that. a siCjni fic.-mt portion of the sample 

popul dt.i on is un8rnploypo i'lno another considerable portion put 

to domestic chores are indicative of the l2ck of employment 

opportunities due to the absence of proper rural development 

programmes. 

4.6. Now, let us examine the distribution of beneficiary 

households according to the size of their land asset. In order 

to facilitFlte a meaningful analysis, the beneficiaries are clas­

sified into 6 groups viz., cultivators who own land, 

1) less than 0.5 acre 

2) between 0.5 and 1 acre 

3) , , 1 and 2 acres 

4) , I 2 and 5 I , 

5) , , 5 and 10 , I and 

6) above 10 acres 

Table 4.8 presents a size-wise distribution of land 

amana beneficiary househo16s in both the sample Villages. 

According to Table 4.8 and 4.9, there are no changes 

in the area of land owned by different groups during the period 

from 1983 to 86 in both the samples. Of the 213.09 acres of land 

owned by 40 households in Elanji sample, 96.75 (45.4%) Flcres are 

owned by 6 households belonging to the largest group. 48.39(22.7%) 

acres ?re under the ovmership of 7 householdS in the next largest 

group and the remoining 67.95(31.9%) acres are owned by 27 house­

holds belonc;i. nq to the smal1. 2'lnd mnrgi na] cateqorics. 
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Simi12TlY,in the case of Kadavoor sample,44.23 per 

cen1: of the total area belongs t.o 6 households in the largest 

group. 19.24 percent of the total area are o ... med by another 

6 households in the next largest group and the remaining 28 

households belonging to the small and marginal category own 

36.53 percent of the total ",rea. Thus, the foregoing discussion 

indicates that the ownership of land in t.he samples is concen­

triltc·d in +-he hands of a very few rich farrnE!rs. As the sample 

households are randomly selected from all beneficinry households 

in the villages, the generalisation drawn above holds good at 

the vilJage level too. 

Turning to the divisions of land into wet lands and 

dry lands, it is seen from the table that 15 percent of the 

totel land in Elanji was wet land during 1983-84. There had 

been no change i.n this, during 1981-85 and 1985-86. In case 

of Kadavoor; the proportion of wet l;md area to the tot.al area 

remained at 1~.18 percent throughout the perjod from 1983-84 to 

1985-86. This implies that there had been hardly any tendency 

for the inter-conversion of land, as far as the sample house­

holds are concerned. 

Regarding irrigation, it is observable from the 

tables that, the area under i I'rj g.Jtion h2S been increasing in 

gc>nerFll. HOltleVer, it 1.S seen thi3t the increase in area under 

irriq,'1ti.on durinq Ul(~ pf~ri.orJ from 19fn-'8t1 to 1985-0,6, in c"sc 

of lO''-}er qroups owning lpss tlFlD 5 <'lcr~'?;, has heen insignifiC"l­

nt.ly small. F'i'lrmer.'):tn thp t}roup of r., to 10 acres 1n El<'!nji 
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s8mple h8d 18.6 percent of their tot':ll land area under irrigation 

dur.--j_nq 1913J- 1 84. During 1984- 1 85, theIr irrig::>ted area increased 

to ~2. 73 perrent. In the case of 12,rq0st tl~JO groups, the irrig<lted 

drea which stood at 23.26 percent of their total land during 1983-84, 

are rose to 24.29 percent during lQS4-RS and further increased to 

7.6.36 percent, during 1985-B6. 

As is discernible from Table 4.9, the same trend holds 

good in case of Kadavoor too. Thus, it is observed that the extent 

of area under irrigation is directly related to the extent of the 

land asset Qwned by the farmer. 

1.7. AS far as the sample beneficiary households are con-

cerned, it has become a practice among farmers in general and the 

10rge size-groups in par ticul ar, tha t they lease out a portion of 

their land. At th2 S<:lme time, it is observed that some of th0 

households lease in land for cultivation. Table 4.10 presents 

a size-wise distribution of land leased in and leased out during 

the reriod 1983-84 to 1985-86. It is seen from thetahle that 

the total extent of land leased in 'for cultivation in Elanji 

sample COJnc.~s to 1.30 acres duri.ng 1983-84, 2.30 acres during 1984-

85 and 3.25 acres during 1985-86. Similarly in the case of 
/ 

Kad~voor sample, the corresponding figures are 0.85 acre, 1.20 

acres and 1.70 acres during the respective years. It is also 

observed from the table that in the Case of both the villages 

th~ lessees belong to the groups of holding Si7P. ilhoVe 1 acre 

and less than 5 acres. It is also seen from the table that the 

extent of land leased in increases year after year in the case 

of both the samples. 
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The table further reveals that of the 213.09 acres 

of land owned by the sample households in Elanji, 10.25{4.8%) 

acres during 1983-84, 18.95(8.9%) acres during 1984-85 and 21.60 

(10.1%) acres during 1985-86 ar~ leased out by owner cultivators. 

Corresponding figuces wi th respect to Kadi'ivoor duri.ng these 

periods, are 7.40 (3.8%) acres, 11.00 (S.6%) acres and 15.25(7.8%) 

acres. It j s Hms understood that t.he intensi ty of leasi.ng out 

land in Kad;:woor SAmple is lower th~n that of Elanji Sample. 

However, in contrast to the practice found in Elanji where the 

lessors comprise e)~clusively the largest two groups, in Kadavoor 

it is seen that all groups above ? acres come under the category 

of lessors. In Kaci;-woor lit is observed that 80.3 percent of the 

18ased out land belongs to the largest group of above 10 acres. 

On further exami natJon, it is observed from the t2ble 

that heneficiary households in the group of below 1 acre are 

neither lessors nor lessees as far as both the samples are con­

cerned. Because these groups do not own much land, the possi.bi­

Ii ty for leasing out is ruled out. At the same time, it may be 

that the lessors do not consider them to be reliable and capable 

of paying rent, they seldom get access to the lease market. 

Table 4.10 reveals that the lessees in both the 

samples belong to th"? qroups of 1 to 2 acres and 2 to 5 acres. 

This may be due to the fact that the lessors consider them as 

reI ati_ vely enterpri s1 ng so that the payment of rent woulo be 

prompt and certain. 
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It .is ."]1"0 observed from the table th.3t cent [,orcent 

o[ the 1 e.lsf"tj out 10n~l in Elanji s.lTnplc bclonqs to the largest 

group whtle, in KadAvoor sample they Imld 87.8 percent of the 

total land leased out during 1983-84, 77.3 percent of it during 

1984-85 and 80.3 percent during 1985-86. Morevoer, the table 

reveals that the extent of leased out land among all groups 

increases year after year. Thus, table 4.10 on one hand, shows 

the growing tendency among small categories to l~Ase in land, on 

the other it portrays the growing tendency among large groups to 

lease out land. Both are the b/o faces of the same coin of a new 

strategy of land management. Land hunger due to under-employment 

forces small farmers to lease in land, while low profitability 

from cultivation in relation to their income from non-agricultural 

activities induces large farmers to lease out land. However, this 

can be treated as a new form of tenancy; may be in an open or 

concealed fonn, it remains a paradox that tenancy has reappeared 

in a state where it stands legally abolished. 

Detailes of agricultural implements owned by benefi­

ciary households in the sample vill··qes are given in tables 4.11 

and 4.12. These tables sho~ that Spade, Sickle, Plough, Hammer, 

Sprayer, Rubber Roller and Pumpsets are the important implements 

owned by ~he sample households in both the villages. It may be 

noted that in order to compensate for their wear and tear, a 

depreciation at the rate of 10 percent of the total value of each 

item per annum is allowed in aS5essing the value of items every 

year. Therefore, even if the physicRl stock of items remain 

the same, the value is likely to decrease unless the wear and 

tear is fully replaced. 
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As pp.r tilble 4.11 t.he value of these stocks 1n Elanji 

sample as a whole amounted to ~.82;033.00 during 1983-84. The 

value of stocks increased to Rs.l,02,179.70 during 1984-85 and 

then decreased to 93,793.70 duri.ng 1985-86. The increase in the 

value of stocks during 1984-85, as is seen from the table, Was 

dup to the addi tlon of 1 tractor and 1 pumpset to the total stock 

during t.he year. However, the value of stocks declined duri ng 

1985-86 because there was no addition to the physical stock of 

cogric1..ll tur~'l implements during t~his year. 

In Kadavoor sample, the aggregate value of agricul­

tural implements stood at Rs.1,28,884.00 during 1983-84. As there 

was no addi t.ion to this stock during 1984-85, the value decreased 

to Rs.l, 13,060.40 during the year. Hovlever, as seen from table 4.12, 

there had been a major reduction in the physical stock of these 

goods during 198<)-86, though there were minor addi t:ions too. 

This is reflected by the reduction in its aggregate value to 

R:;.90,204.48 during 1985-86. 

Thus, t.he above discussion :i ndicates that, t.here had 

been no growth of implements in the agricultural sector during the 

period from 1983 to 1986 as far as Kadavoor sample is concerned. 

Similarl~ in the case of Elanji, there were no major additions 

to the stock of agri cuI tural implements during t:he perIod, except 

that of 1 tractor cud ng 1984-85. In fact, the value of the 

stock of agricul t:ural implements had been declining over the 

3 years under reference, even though the physical stoel, of these 

goods remained more or less the same. 
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A further break-up of the tables reveals that the 

larg~st size groups own the largest. proportJons of the total 

stock of agricultural implements. Table 4.13 shows that in 

Elanji sample the per capi t.a stock of agricul tural implements 
in 

amounted to Rs.9,915.17Lthe case of the largest size group (above 

10 acres) as against ~.48.00 with respect to the small size-

group (below 2 acres) dud ng 1983-84, There were no agricul tural 

implement.s for households in the size-group below 1 acre, during 

any year of the study. 

As regards Kaddvoor, the value of per capita stock 

of agrjculturol implements amounted to P'".17,~36.83 for the 

largest size-group as-against ~.1.60 for the smallest size-

group during 1983-84. It is also seen from the table that the 

value of per capita stock of agrjcultural implements increases 

with increa.se in the size of holdings. This observation holds 

good during all the years under study. Thus, the analysis indi-

cates that the value of the stock of agricultural implements 

owned by farmers and cuI ti v2tors in bot.h the samples, is a direct 

function of the size of their holdjngs. 

t1oreover, it is discernible from table 4.14 that 

96.88 percent: of the aggregate value of the stock of agricul tu-

ral implements in Elanji sample, waS unoer the ownership of 13 

(32.5%) households in the larger groups during 1983-84. The 

proportion of their share further incre~sed to g7.11 percent 

durjr~C} 1984-85 and then to 97.17 per cent during 1985-86. 
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Table 4.13 Size-Wise Distribution of Per Capita Stock of 

Agricultural Implements (Value in ~.) 

Size of E L l\ N J I K A D A V 0 0 

115 

R 
Holdlng -----.---------------------------------------------------
(Acre) 1983-84 1984-85 1985-86 1983-84 1984-85 1985-86 

Less than 
0.5 1.60 1.44 1.30 

0.5-1 

1-2 48.00 40.33 36.30 22.67 20.40 18.37 

2-5 141.94 169.20 152.28 834.57 586.38 528.53 

5-10 2854.71 5420.21 4861.39 1588.33 1427.70 1325.45 

above 10 9915.17 10214.83 9518.28 17236.83 15502.42 12024.68 

Total 2050.83 2554.49 2344.84 3222.10 2826.51 2255.11 

Source: Sample Survey 

Similarly, "lith respect to Kadavoor, of the 40 households, 12 (30;1,) 

houspholds in trw 1 arg8r gronps shar80 87.64 percent of the 

aggregate value of agriculturRl implements during 1983-84. The 

proportion further increased to 90.09 p""rcent during 1984-85 

and then slight,ly declined to 88.80 percent during 1985-86. 

The above discussion, thus, indicates that the 

stock of agri cuI tural implements is highly concentrated in the 

hands of large farmers. 

4.10. As regards live stock assets too, large farmers 

are seen to share larger proportj ons of the total value of 

liv0. s tock. as:.pt-.S oltmed by the t.ot;,l hOlJs0.holrls. T<'Ible 4.15 and 



116 

Table 4.14 Share in the Aggregate Value of Agricultucal 

Implements According to size of Holding. 

(Percentage) 

Size of E L ,\ N J I K A D AV 0 0 R 
Holdings ------------------------------------------------------
(Acre) 1983-84 1984-85 1985-86 1 <?83-84 1984-85 1985-86 

Less them 
0.5 OyOl 0.01 0.01 
0.5-1 
1-2 0.35 0.24 0.23 0.05 0.05 0.06 

2-5 2.77 2.65 2.60 12.30 9.85 11.13 

5-10 24.36 37.13 36.28 7.39 7.82 8.82 

above 10 72.52 59.98 60.89 80.25 82.27 79.98 

Total 100.00 100.00 100.00 100.00 100.00 100.00 

Source: S.:amp.l.e survey 

Table 4.16 present details of livestock assets owned by ~arious 

cr=ttegorips of households duri ng th p enti rp perio(l of thi s study. 

It is seen from t:he tables tha.t the value of Jive stock assets in 

Elanji village as a whole increased from Rs.l, 15,316.00 during 

1983-84 to Rs.1,27,435.00 during 1984-85 and further to Rs.l,38,403.00 

durjng 1985-86. However, the physical stock of live stock assets 

remained more or less the s~me during the entire period. Similarly, 

in t.he C-'"lse of Kr"davoor, the aggregate v,31 UP of ]j vestock assets 

increased from Rs.91,352.00 during 1983-81 to Rs.l,01,548.00 during 

lCJ84-R5 Find Figain to [(".1,01;813.00 during 19D5-R6. Here also, tht~ 

physic.'!l stock of items remained more or less UnChallged. Thp. 

incr8as"~ in th(~ aqgn=:g<'rp v,llue of Jive stock over yp.ars, in both 

the samples; czm be attributed to ,the CJ~:ner,'!l rise in market price 

of U:1rious livestock i b~ms. 
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'J'ilhl.e tt.17 dE.'picLs tl1e ':lV8r<'(y~ vi1lue of live stock 

ilss~ts ownpd by dlff8r~nt c~tpg0rips of f~rmp~s in the s~mp]2 

vi 11ages. Th,~ table shows thn tin th~~ case of nIl households in 

the grours of above 1 acre in Elanji I and wi th respect to all 

groups in K'Cl,J;1voor, tJ1P average villu,,:, of 11 ve stock 1. ncrCClses 

with increase in the si?e of Ian': holdinq.s. 

Table 4.18 shows th<lt the physic;'11 stock of Ii vee 

stock assets is also positively related to the size of holding. 

For instance the proportion of the tot"ll stock owned by 13 (32.5%) 

households of the largest size groups in Elanji sample was 50.7 

per cent in 1985-86, v-,hile the r'~maining 27 (67.5%) households 

held 50.3 per cent of the stock. Simi larly in Kadavoor during 

the s<lme period, 12 (30%) house holds of the largest 2 size -

groups had 44 per cent of the total Ii ve st:OCK. in the sample. 

As the live stock population in the samples remain 

more or less the same cturtng the previous two yeClrs, the above 

finding holds good during those years too. The important obser­

vations which follow from the foregoing analysis on land, live­

stock and agriculturAl implements ar!'> as follo\';8. 1) There had 

been no siqn:i. ficant addi t.ion to or subtr~ction from the extent 

of land own·2d by various households durj.ng the entire period of 

the study 2) The physical stock of major agricultural imple­

ments owned by the s<'lmple households remained more or less the 

same throughout th~ pl?riod of this study. 3) There had been 

no significant increase or decr~a8e in the physical stock of 
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livestock Assets during the period, and 4) The stocl( of agricu­

ltural in~lements and livestock assets owned by various groups 

of farmers are directly related to the size of their holdings. 

4.11. Inorder to obt~in a precise idea about the financial 

posi tion of benefic.i ary hOUSGholds, let us now examine the annual 

income and expenditure of these households. It may be noted that 

details of annual income and expenditure have been collected only 

during the year 1984-85. Tahle 4.19 depicts the details. 

It is discernihle from the table that annual income 

falls short of annual expenoi ture in the case of sJ ze groups 

below 2 acres,in both the sAmples. It is seen that income exceeds 

expenditure in the Case of size groups above 2 acres. But this 

does not mean that all households belonging to the lower size­

groups (below 2 acres) have expenditure over their income. For 

instance, table 4.20 shows that one household in each sample in 

the siz"-"-group of 1 to 2 acres hns i1n annual income which is 

greater than annu(11 expenditure. 

Similarly, some of the beneficiAry households 

belonging to th~ siz(,?-qroups of 2 to 5 acres, have greater expen­

diture than their income. It is cle.=tr from t.he table that 10 

(62.5%) out of the 16 households in Elanji, and 10 (52.6%) out 

of the 19 households in Kadavoor \vere to spend in excess of their. 

income. However, all benefici:::jry hou3'?holCls belonging to the 

larg~st two size-groups are fourd to h,3ve gre2t'2r income thrln 

expenditure. 
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4.12 l\qricu 1 ture '")(-j n(1 t.h~ rnCli nstGy of the people 

of the sClrnple vi 11 Clges, it i ,,., desi r<:lble to make an overview 

of the 3<Jricul fur.:-l si tUClUon of the sample households duri nCJ 

the period of Lhis study. This will enable us to examine the 

impact of i nsti tutional finance on agricul ture in the sample 

villages. Ti1ble 1.21 and 4.72 ~jhO\.,r th,'" detc1i.ls of cropping 

pattern and are;::] under ell fferent crops during the period from 

1983-84 to 1985-86. It is seen from table 4.22 that, as n~gi1rds 

K<Jdavool sample, out of the gross cropped area,45.62 {23.8%} 

acres ~tlere under paddy cnI U Vel Lion, 32.12 (16. 7%) acres under 

coconut, 6.40' (3.3%) acres under tClpioCA 28.00 (14.6%) acres 

under vegetables, 40.75 (21.2%) acres under rubber (yieldinfJ), 

22.48 (11.8%) acre~ under rubber (Young) and 16.51 (8.6%) 

;:tcres under other crops, (juri ng 1 CI 83-S4. The net area as 

well as gross area o~ Cll] tJ V2~ ion ck:,clined from163.46 acrps 

-::In(' 191.Fm acrps durinq 19R3-tH to 160.0" i1cres <1ncl 187.:24 

(1CP~S during 1984-85. Sindl<lrJy, th<:> <1r2<=1 of cultivation 

of i~J.l important crops CYC'Tt rtlbber declined during 1984-85. 

For in3trlnce, the proportion of are,'J under paddy, coconut, 

ti'lpioca, vsgeL3ble 2nd other crops decreased to 27..8 perc'2nt, 

16.3 percr::nt, 2.6 percent, 13.8 percent and 7.4 percent of 

the gross i'lr8<l resflectively dur.il'1) 1984-8 5. However, it is 

S9011 that t.he proportion of ar~a under rubber cuI ti vation 

increased from 31.0 percent of the gross area in 1983-84 

t.o 17.1 I'''"'t'cr;nt of it dllrin(} 1of~4-8r:,. Fur.ther, both the 

[J(~t are;"! ("Jnd gross area of cultivC)ti.on d(">(")1.ned by 1.90 per 

cent and 1.67 per c2nt rRspectiv~ly during l Q8S-1986. The 
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pu)portion of area under paddy, coconut, tRpioc~, vegetable and 

other crops also declined to 22.0 per cent" 14.6 per cent, 1.3 

per cant, 11.7 per cent and 6.5 per cent of U1P gross are~, during 

this year. As in the previous year, the area of rubber cultiva­

tion incre;)spd from 69.47 acres in 1981-85 to 80.75 acres in 1985-

86. This m'2i3ns t:hat ,the area under rubber 1 ncr0.Clsed by 16.23 per 

cenl: durlngthe year compared to thp prr:>vious year. 

In the case of Elanji, jt is discernible from table 

4.21 th;} t the net area and gross an~c1 of cul ti V<l t.1.0tl which stood 

at 189.73 acres and 205 acres du~ing 1983-84, declined to 186.49 

acres and 2 GO .16 acres respecti. vely dud. nC] 1981-85 and further to 

183.44 acres ~md 198.41 acres dudng 1<185-1986. It is seen fp)m 

the t2bh~ that the area of cul ti ve.tion of 211 important crops except 

rubber <:'llso fbclined cluring 1984-85 and i1g<'in duriTlCJ 1985-198G. 

The proportion of 2re," under rU(lber Hllich stoo<1 at 36.g per cpnt 

of the aro:~s are,! in 1.983-84 increi1sec1 tn 43.1 p~r cent. of it 

(lllrin'J 1985-86. This indicates the exten::dve nature of rubber 

cultivntion at the co~t of other crops particularly food crops. 

4.13 As regarr:1s production and productivity of important 

crops cultiv2ted by the beneficiary households, details are given 

in tables 4.7.3 <1nd 4.24. The tClhles sho,-' that production of all 

importi:tn t crops except rubber decli ned duri ng the enti re period 

fr'.Jrn 19R3-8t1. to 1.985-86 In both th~ sampl~s. Howevr;r-, as j t is 

se(~n from 1:ible 4.23, in Elanji, the product_tvity of rice which 
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stood at 875.050 kg. per acre durin!] 1983-81\-, increased to 880.2 kg. 

per acre during 1981-85 and then declined to 8:;8.6 kg/acre during 

1985-86. In the c;::)se of tapiocr}, t.he prodlJcti vity declined. from 

7800.000 kg. per acre in 1983-84 to 7625.8 kg. per acre in 1984-85 

and then rose t.o 7950 kg. per acre in 1985-86. The productivity 

of c()conu t i ncre<'lsed from 3"20 nuts per ar.cre duri ng 1983-84 to 

3R17. nuts ppr '1cr-p. (llJrin(J 1Q81\--RS and opcrprtsecl t.o 3300 nllts per 

<lCT" <1 l Jr-in'J lqA5-86. '\s regards rubher, the produ.-:tivJty increi1sp(l 

steAdily frorn 310.5 hJ. per acre in 1983-84 t.o 311.4 kg. per acre 

in 1QS4-85 anrl further to 312.5 kg. per acre in lQR~-'R6. 

In the case of Kadavoor, as per table 4.24, it is 

seen that tile productivity ot rice decreased from 826.800 kg. per 

acre during 1983-84 to 810.800 k'~1. per acre during 1984-85 and 

increased to 815.050 kg. per ?cre during 1985-86. The product:i.vi.ty 

of t.Clpioca whi.ch stood at 6900.000 kn.. per acre in 1983-81 incrp,")sed 

to 7100.(\()O Y;,]. per <'lcre .in 198-1-8".) and then decreased to 6100.000 

Kg. per l!Ict'e in lQ8S-P6. l,s rr>(J.,r tl :; ttl''' rroductiv;ty of coc()nut, 

it t10cUned from 3710 nuts per ;"Jere during 1983-84 to 3110 nuts 

per acre durjng 1984-85 an:'l th':"n inrre"sed to 3825 nuts per <lcre 

during 1985-86. HO\'!8Ver I th'2 produc-t:i vi ty of rubber in Kadavoor 

sample too, r~gistered a continuous increase from 325.160 Kg. per 

acre in 1983-84 to 345.200 Kg. per Rcre in 1984-85 and again to 

348.600 Kg. per acre during 1985-86. 
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Thus, the foregoing analysis reveals that though 

the area of cuI ti v;::ltion and the production of all important 

crops except rubber had been continuously declining during the 

entire period from 1983-84 to 1985-86, changes in the producti­

vi ty of these crops had not been steady. Hm-lever, the area of 

cultivi1tion, productIon and produ(;tivity of rubber had been 

going up conti nuously throughout the period. A' substantial 

increase in the area under rubber (young) during the reference 

period is indicative of a definite swing to~vards c~sh crops at 

the expense of food crops. 



C HAP T E R - V 

SOURCES, TERMS AND CONDITIONS OF AGRICULTURAL CREDIT 

Credi tis essential for th(~ temporary activation of 

a farmer's capi tal ""hieh is locked up in his land and stock. Also, 

credit plaYs the role of a gap fi]ling agent between income and 

expenditure. In the broad sense, sources of credit can be 

classified into 1) institut:ional and 2) non-institutional. Banks, 

Co-operatives, Government etc. consti tute insti tutional sources 

of credit while money lenders, traders, etc. co~prise non-institutional 

agencies. For small farmers with low incomes and high marginal 

propensity to consume, it is usual that they resort to borrowing 

irrespective of the type of agenc~ which provides the financial 

assi stance. 

This tendency 6f the weaker sections of cultivators 

is fullyexploi ted by the non-institutional agencies .supplying 

credit. It is through the manipulation of the terms and conditions 

of the loans that the non-institutional agencies realise their 

goal. The credit supplied by money lenders or other non-insti tutional 

agencies carries along wi th it, an exhorbi tant rate of interest. 

Lenders' risk involved in disbursing a loan against inadequate 

and ineffective s~curity is not a problem as far as non-institutional 

agencies are concerned. 
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They usually overcome such risks through a systematic 

undeI(Naluation of collaterals which are unacceptable to inst1;tuti­

onal agencies. The failure in repaying the borrowed sum by 

cUltivators is considered as a blessing by the non-institutional 

lender. The peasants who have borrowed from non-institutional 

sources l!lre forced to sell their assets offered as collaterals, at 

a price well below the valuation att9ched to them'. In this way# 

the credit disbursed by the money lenders or other non-institutional 

agencies works as a serious drag on agricultural development. 

It is in this context, that the role of institutional agencies 

viz. banks, co-operatives, Governments etc. become very important. 

The rate of interest of institutional agencies are comparatively 

very low and they never transfer risk to the borrower in their 

lending operations. In this chapter, an attempt is made to analyse 

the data collected from the sample vil1C1ges in order to examine 

whether the above views will hold good in the empirical situation. 

An analysis of the beneficiary households in the 

sample village Elanji shows that 27 out of the total 40 beneficiary 

households belonging to the various size-classes have aVailed 

themselves of loans from institutional agencies while only 9 

households have borrowed from non-institutional agencies during 

1983-84. The corresponding figures for the years 1984-85 and 

1985-86 are 34 and 38 respectively in the case of institutional 

agencies and 8 and 14 respectively in the case of non-insti tutional 

agencies. In comparison, 30 put of the total 40 beneficiary 

households h;we received loans from insti tutional agencies in 
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Kadavoor village for the year 1983-84 and 6 households have 

resorted to borrowing from non-institutional ayencles in the 

sa~ year. The number of households that have made use of 

institutioual loans for the year 1984-85 and 1985-Ci6 in Kada­

voor village are 35 and 35 respectively. At the same time-

8 households in 19B4-85 and 13 households in 1985-86 have 

borrowed from nOll-institut.ional agencies in Kadavoor village. 

Thus, it call be said that in both the vill<3<Jes institutional 

credit has become very popular. However, the various cate-

gories of cultivators do not have equal or equitable access 

to institutional credit. As is clear from table 5.1, culti­

vators who own less than 1 acre in Elanji village did not 

avail or get any loan from institutional agencies in 1983-84, 

while, only 3 out of tre six households in the Kadavoor 

vi llaye had borrowed from institutional ayencies. 

In the group owning 1 to 2 acres, 4 out of 6 households 

in Elanji and 2 out of the 3 households in Kadavoor had availed 

credit during 1983-84. At the same time, only 2 out of 6 house­

holds in Elanji and nOlle in Kadavoor had borrowed frOllli non­

institutional sources during the same period. For the years 

1984-1985 and 1985-1986, the number of borrowers from institu­

tional sources, in thE' same group mentioned above are 4 and 

6 for Elanji and 3 and 2 for Kaddvoor. The respective figures 

in the case of non-institutional eredi tare 5 and 4 for Elanji 
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TablE:': 5.1 Source-wise Distribution of Borrowing Households 

1983-84 1984-85 1985-86 
Size of 
Holdin~s Institu- Non-Insti- Institu- Non-Insti- Institu- Non-Insti-
.1Acres) tional tutional tional tutional tional tutional 

E* K* E K E K E K E K E K 

less than 
0.5 3 1 2 2 2 1 1 2 1 2 

0.5-1 1 2 1 1 2 1 2 1 

1 - 2 4 2 2 4 3 5 6 2 4 2 

2 - 5 11 14 5 4 16 18 6 6 16 19 7 8 

5 - 10 6 5 5 5 7 5 

above 
10 6 6 5 6 6 6 

Total 27 30 9 6 34 35 11 8 38 35 14 13 

* E - Elanji 

* K - Kadavoor 

Source: Sample Survey 
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and nil and 2 for Kadavoor. Similarly, in the group of 2 to 5 

acres which consti tute the major portion of the sample benefici­

aries, the number of households that had borrowed from institu­

tional sources are 11, 16 and 16 out of the total 16 households 

in this group during the period 1983-84, 84-85 and 85-86 respec­

tively, in the case of Elanji Village. For Kadavoor Village, 

the corresponding figures are 14, 18 and 19 out of the total 19 

beneficiary households in this Clas$. There had also been 

non-institutional borrowings by the same category in all these 

years. 

But, when we come to a relatively higher size group 

(5 to 10 acres) the percentage of households which had borrowed 

from institutional agencies considerably increases in both the 

vill~ges unrler study. In this c~t0gory 6 out of thp total 7 

households in Elanji and 5 out of the 6 households in Kadavoor 

had availed institutional credit during 1983-84. Similarly, the 

number of benefiCiaries, during the years 1984-85 and 85-'86 

in this category stand at 5 and 7 for Elanji, and 5 and 5 for 

Kadavoor respectively. It is to be particularly noted that none 

of the beneficiaries belonging to this group, in both vi.llages 

had borrowed from non-institutional agencies during the period 

under study. 

As we move on to ben(~f:lcJi'lries holding lclOd above 

10 acres it is seen that almost all of them had aVailed loans 
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from institutional sources in all the three years under study. 

It is also noted tha-t there had been no non-insti tutional borro­

wings by this category during the three years. 

An analysis of the foregoing data reveals that 

only small and middle class farmers h2d resorted to non-institu­

tional credit for meeting their needs connected either with 

farming or consumption, in all the years understudy. Table 5.2 

shows that the percentage of beneficiaries of institutional 

credit generally rises with increase in the size of their 

holding. 

It is seen from table 5.2 that the dependence of 

cultivators on non-institutional agencies, is greater in the case 

of those who own land below 5 acres. This is not because they 

do not wrynt to replace a non-institutional loan by an institu­

tional one but because of their poor accessibility to the 

institutional sources in obtaining adequate amount of loan. 

This is du~ to the following two reasons: 1) the lack of credit 

worthiness of the borrower and 2) the inability of the borrower 

to wield influence on institutional lenders. 

Though the progressive idea of need-based credit 

has replaced the old notion of credit worthiness which was 

Identi fied wi th "asset worthiness" of borrowers, still rysset 

worthi ne;,;, rules I:h,-:, roos t. 
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It is clear from Table 5.3 that there exists a direct 

relationship between the average amount borrowed and the siz€'­

class to which the borrower belongs. At the same time, such 

a rela tiOllShip is (lot found in the case of non-institutional 

credit. When small and middle class farmers get a loan rang­

ing from Rs.5B3 to Rs.3,660 in 1983-84, and from Rs.290 to 

Rs.5,450 in 1984-85, the well off and big farmers could manage 

to get loans between Rs.5400 and Rs.13,835 in 1983-B4 and, 

between RS.8,960 and Rs.29,334 in 19B4-t;5. During 1985-86, 

whi le small and middle 1 and-holders could bOrrow only between 

RS.375 and RS.3i224, the big ones could avail loans between 

Rs.5,400 to Rs.IU,ti34 in the sample villages. This bias to­

wards big farmers in the lending operations of institutional 

agencies is the result of the social and political influence 

these groups wield. 

In the case of non-institutional sources, as loans are 

not disbursed on the basis of the> extent of land, establish­

illg a Lelationship between the asset posi tion of the> borrower 

aud the amowlt of credit is not possible. Hence, it becomes 

clear that it is the inaccessibility of the borroweLs to 

iusti tutiotlal sources that drives thE'm to non-institutional 

sources of credit. 

Table 5.4 shows the nature of institutional credit 

distribution amony various size-classes of farmers in the 

sample villages during the years 1983-84, 19B4-85 cmd 1985-86. 

It is discernible from the data that 13 households from the lar­

gest two size-groups owned 72.14 percent of the total area in the 
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sample and had managed to bag 62.61 percent of the total institu­

tional lending in the sample during the year 1983-84, as far as 

Elanji was concerned. 

Similarly, in Kadavoor s<1mple 12 out of the total 

40 households owned 63.15 percent of the total land and could bag 

66.74 percent of the totCllloan amount disbursed l?y lnsti tutlonal 

sources during the same period.. In 1984-85 and 1985-86, the 

same category in Elanji had obtained 69.9 percent and 70.42 

percent of the total agricultural credit respectively. As far 

as Kadavoor is concerned, this category of farmers could manage 

to get 67.91 percent and 62.73 percent respectively of the total 

institutional credit suprlied to the sample borrowers. This fur­

ther strengthens our finding that institutional lending is largely 

bi ased in f 8vour of big f O:lnner:->. 

At the same time, it should be noted that big farmers 

have sound farm liquidity. To them cultivation is a profitable 

economic acttvi ty particularly when the major portion of their 

cultivation is covered by commercial crops like rubber. In the 

case of a cultivator with sound farm liquidity or sufficient rein­

vestible funds, crop loan or working capital is unnecessary.. Still, 

a large percp.ntaqe of them, had borrowed crop' 10"'ln3. The purrose 

of crop loan is to enable a fanner to purchase inputs other than 

capital equlprnents, for the sea90nal opp-ratlons. Short-term credit 
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is intended to serve this purpose. Medium and long-term credits 

are supplied with a view to effect permanent improvements to land 

and in the methods of cultivation. purchasing of implements for 

cuI ti vation viz. pump sets, bullocks, tractor ti ller e-tc. and 

the cost for the construction of dug wells, Gobar or Bio-gas 

plants, levelling of land and reclamation etc. come under the 

coverage of mid and long term credi ts \-Jhich are together known as 

term credit. It is stipulated by the institutional lenders that, 

in the case of short-term credit the loan amount will be repaid 

within one year of its disbursement, whereas the period extends 

upto 5 years in the case of mid-term loan and more than 5 years 

in'the case of long term loan. The beneficiaries in the sample 

villages have aVailed short-term, mid-term and long-term credits. 

Neverthless, the attraction of beneficiaries belonging to the 

largest two size-groups to\..,ards short-term credl t is very much 

pronounced. 

Table 5.5.1 reveals that households belonging to 

the size-group above 2 acres in Elanji village had availed 

only crop lo~ns during all the years under study. In the case 

of borrowers in the group of 2 t9 5 acres, all the 11 borrowings 

were under short-termcredit in 1983-84. But, during 1984-85, 

out of ~ totRl of 16 borrowings, 13 borrowings included short­

term and 3 borrowings included mid-term credits. The total 

number of borrowings, in 1985-86 by the same size-group in the 

village was 17 of which 16 loans were short-term and 1 was mid-
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Table:5.5.1 Distribution of Institutio~al 80rrowin~ 
Accordin~the Size of Holdings and the 
Nature of Creqit (El~n]!r 

1983-84 1984-85 1985-86 
No. of Natur~ of 

Size 
of 
Hold­
ings 
in 
(Acre) 

NO. of Nature of 
Borrow- credit 

NO. of Nature of 
Borrow- cr~dit Borrow- ~C_r~e~d_i~t __ _ 

< 0.5 

U.S-I 

1 - 2 

2 - 5 

5-10 

> 10 

iugs. ST·MT* LT· 

4 4 

11 11 

8 7.1 

10 8 1 1 

33 30 2 1 

source: Sample Survey 

inga. ST MT 

~ :2 

:2 2 

4 

16 

6 

10 

40 

4 

13 3 

5 1 

~ 1 

34 5 

LT 

1 

1 

ings. s'r MT 

1 

2 

6 

17 

10 

12 

48 

1 

2 , 
16 

9 

9 

43 

1 

1 

2 

4 

Table: 5.5.2 Distribution of Institutional BorrowinYjAcCording 
to the' Siz~ of HoldillYs and thE' Nature of Credit. 
(Eadavoor) 

1983-84 1984-85 1985-86 

LT 

1 

1 

Size 
of 
Hold­
ings 
in 
(Acre) 

NO. of Natur~ of 
Borrow- Credit. 
1ngs. 

NO. of 
Borrow­
ings. 

Nature of 
Credit. 

NO. of Natur~ of 
Borrow- credit 
iIl9s • 

ST* MT* LT* 

< 0.5 3 3 

0.5-1 

1 2 2 2 

2 5 14 12 2 

5-10 6 6 

) 10 9 9 

Total 34 32 2 

ST· - Short-term Credit 
MT* - Medium-term credit 
LT* - Lony-t~rm Credit 

2 

1 

3 

l~ 

6 

10 

40 

ST MT LT 

2 

1 

3 

15 

6 

6 

33 

1 

3 1 

5 2 

2 

1 

2 

20 

5 

9 

39 

source: sample survey 

ST MT LT 

1 

1 

:2 

17 

4 

9 

34 

1 

3 

1 

4 1 
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term credit. When we examine the case of bigger size-groups, it 

can be seen that out of the 18 borrowings made by these groups 

together in 1983-84, only 3 lo~ns were of the term category; 

the remaining loans were short-term credits. Similarly, during 

1984-85 and 1985-86, thp same groups, in total, h~d availed 

16 and 18 loans respectively from different institutional sources. 

But the number of' borrowings, corresponding to mid-term and long-

term categories in Elanji as a whole, were only SAfand 1 respec­

tively for the period 1984-85, and the figures for the year 

1985-86 stood at4 and 1 respectively. It is, thus, clear that 

large farmers had a preference for crop lOans, even though they 

had availed of mid-term and lonq-term loans. 

In the case of Kadavoor Village, the same finding 

hold:. qood. During 19133-84, 3? out of th'" 34 borrowings !n the 

sample were short-term credi ts. VIhen 2 mid-term loans were 

reported, no long-term loan was found disbursed during the period. 

Here also, the size-groups above 5 acres are more interested in 

short-term credit. All the 15 borrowings made by these two 

categories were short-term ones in the year 1983-84. At the 

same time, it is to be noted that the beneficiaries in the size-

group of 2 to 5 acres had obtained 2 mid-term loans along with 12 

short-term ones in the! r tot.al borro· ...... ! nq numbering 14, during 

1983-84. However, compared to the total number of beneficiaries 

in this group (19) this would certainly remain a low figure. 
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In the size-group below 2 acres, of the 5 borrowings, made in 

1983-84 no term-credit was reported. During 1984-85 and '85-86, 

the same trend continued in general but 2 mid-term and 1 long­

term loans in 1984-85 and 3 mid-term loans in 1985-86 were found 

to be ;:wai led by benefici aries in t.he size-group of 2 to 5 acres. 

In comparison, farmers in the size-group of 5-10 

acres had availed only 1 term-credit durjng the yearsl1984-85 

and 1985-86 when they together had made 10 short-term borrowings 

in these years. At the same time, in the case of beneficiaries 

belonging to the group of above 10 acres, put of the total 19 

borrowings made in the years 1984-85 and 1985-86 there were 

only 4 term loans. 

It is, thus, found that farmers in the medium- size 

group in Kadavoor Village were exhibi ting a gro',dng interest for 

investment credi t in all th~ years under study. In Elanji also, 

the same group was found availing the mid-term loans_ This would 

indicat~ that the middle size-group (2 to 5 acres) of farmers 

are relatively enterprising. The foregoing analysis reveals 

that almost all the households in both the samples, had borrowed 

agricultural credit from institutional agencies subject to the 

availability and accessibility to credit. 

The follo\dng analysis of income and expendi ture data 

of households wi th respect to crop loan or short-term credi twill 
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enable us to know how crop loans are disbursed by institutional 

agencies among the various categories of cultivators. For the pre­

sent analysis, income of a household is estimated by adding up 

annual income from all sources viz, agriculture, animal husbandry, 

fishing, ~mployment, land rent, interest on deposits etc~ other 

than borrowings. Tn the same way, expenditure includes all annual 

expenses due to. agriculture, livestock, consumptio~ of food and 

non-food items, education, health care, clothing, travelling, 

entertainments, interest on loans etc./ except the repayment of loans. 

If annual income of household overweighs its annual expenditure, 

the difference is treated as surplus income. On the other hand, 

when annual expenditure exceeds annual income of a household, the 

~fference is termed as d~ficit income. The relationship between 

the difference in income and expenditure of the households is 

depicted in table 5.6. Surplus as well as Deficit income are shown 

in absolute amounts. 

Table 5.6 indicates that generally expenditure is greater 

than income in the case of households below the size-group of 

2-5 acres. But it is seen that one household in each village in 

the size-group of 1-2 acres has an annual income which is greater 

than annual expenditure. On examin2tion, it is found that 

these households had some non-agricultural SOIJrces of income too. 

However, the number of crop-loans disbursed among these groups 

is sm~ller th~n the number of households coming under it. This 



Table 5.6 Distribution of Households AccordiulJ to tre Difference in 
tleir Income & EX~nditure durin9, 19B4-8~ and InstItutIonal 
Borrowings (CroE LoansLshort-term credit) duri~ 1985-1986. 

(1n RS.) 

E 1 a n j i K a d a v 0 o r 

Size of NO. of No.of 
Holdings No.of Barr ow- Defi- No.of Borro- Defi-
(ill Acre) HHs. iug. surplus cit. HHs. wing Surplus cit. 

HHs. HHs. 

< O.S 2 1 246 5 2 3952 
295 1022 

1950 
111 

2647 

li.5-1 3 2 212 1 1 1865 
2432 
6305 

1-2 6 6 7584 3 2 4552 
4305 10 
5129 2998 

3551 
103 

2385 

2-5 16 16 5099 19 19 2455 
1202 6141 

169 5248 
446 13011 

7522 597 
55410 1410 6318 

1663 2635 
70 12541 

7047 10011 
85B6 16737 

20351 34218 
5796 7609 

36266 4311 
450 7771 

2240 1161 
4984 
3453 

8163 
8593 

5-10 7 7 10304 6 5 52545 
15074 19626 

9149 7497 
12025 275B 

9970 538 
52428 6561 
38602 

> 10 6 6 11660 6 6 81055 
46647 108639 
65433 114475 

364167 115000 
48445 164668 

136445 65375 

source sample Survey 
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would indicate that the accessibili ty of these group to insti tuti­

onal aqencies is poor even though their financial background points 

out of the need for economic help. In the size-group of 2-5 acres 

which constitut.es the biggestrpopulC'ltion in both samples, the 

number of households deficient in their annual income in relation 

to their annual expenditure, is larger than that c!>f'the surplus 

income earning households. However, 6 out of the 16 households 

in Elanji and 9 out of the 19 households in Kadavoor are found 

deriving income greater than expenditure. The surplus income for 

this group varies from Rs.70 to Rs.55,410 in Elanji and from 

Rs.'2,635 to Rs. 34, 218 in Kadavoor. Neverthless it is seen that, 

all the 16 households in this group had obtained crop loans. 

Infact some of the surplus income earning households in this group 

could have undertaken seasonal agricultural operations without 

recourse to crop lOans. 

But the fact that these households obtained crop loans 

reveal that institutional agencies do not follow a scientific 

method in the distribution of crop 10<'1ns or short-term eredi t. 

It seems that asset worthiness, the conventional cri terion, still 

continues to be the only criterion as far as in8titutional agencies 

are concerned, in disbursing agricultural credit. Further analysis 

of data relating to bigger size-groups once again confinns this 

finding. Thp difference between annual income and expenditure 

of households in the size-group of 5 to 10 acres for thp. year 



1984-85 WaS positive for all households in both the villages and 

it ranged from Rs.9149 to Rs.52428 in the case of Elanji and 

between Rs.538 to Rs.52,545 with respect to Kadavoor. Similarly 

all households in the size-group of above 10 acres had registered 

a positive difference between their annual income and expenditure 

for the same period_ In the case of big farmers the difference 

ranged between Rs.11,660 and Rs.3,64,167 for Elanji and between 

Rs.65,375 and Rs.l,15,OOO for Kadavoor. Inspite of this excess 
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of income over expenditure for the year 1984-85 it is seen that 

none had spared the opportunity of short-term credits from insti­

tutional agencies during the year 1985-86. Thus/it becomes, 

clear that the lending cri teria of insti tutional sources do not 

follow the progressive policy of tfneed-based credi ttl and instead, 

they continue to consider 'assetworthiness' as the basis 6f credit 

supply. When we further examine this finding against our earlier 

observation tha -1-. the average amount borrowed by cuI ti vator house­

holds from institutional sources varied directly with the size of 

their holding, it can be confirmed that the notion of 'need based 

credit' does not replace the criteria of 'assetworthiness' for 

credit disbursal as visualised by the promotors of multi-agency 

approach. Therefore, it is presumed that the supply of credi t by 

institutional agencies is independent of farmers need for agricul­

tural credi t. Infact, the magni tude of short-term borrowing by 

.cultivators is determined by the credit availability and credit­

worthiness of cultivators. 
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Again, we can find that farmers in the large size­

group in both vlliages, could avail credit from institutional 

sources more than once in a year. Table 5.7 shows that 27 house­

holds in Elanji could get 33 institutional credits during 1983-84. 

When 12 households in the large size groups of 5 to 10 acres and 

above it, were able to obtain 18 lo~s, 15 households in the small 

groups got 15 lOans during the period. In the Case of Kadavoor 

Village, 30 households obtained 34 lOans during the period 

1983-'84, in which 11 households in the large size-groups could get 

15 lOans. Similarly, out of the 40 loans availed by 34 households 

in Elanji and 40 loans taken by 35 households in Kadavoor ~uring 

1984-85, 16 lOans in Elanji and 16 lOans in Kadavoor pertained 

to 10 and 11 households respectively of the large size-groups in 

the villages. Again, during 1985-86, 38 households in Elanji 

CQuid get 48 loans and 35 households in Kadavoor had obtained 39 

loans. In this, 22 borrowings were made by the 13 big size-groups 

in Elanji and 14 loans were. taken by the 11 households in the 

same size-groups in Kadavoor. 

The foregoing analysis, ·therefore, reveals that, 

not only the magnitude but also the frequency of borrowings are 

directly related to the particular group to which the borrowers 

belong. This, further, reinforces the importance of asset 

worthin8ss in Flgricul tural credi t disbursement. 



Table: 5.7 - Size-wise Distribution of Borrowing Households 
and the Number of Borrowings from Institutional 

Sources - 1983-'86. 

Size of 
Holding 
in 
(Acres) 

(0.5 

0.5-1 

1-2 

2-5 

5-10 

> 10 

Total 

~2S2-84 1284-8; 
Number Number Number Number 
of Bo- of Borro- of of Bo-
rrow-
ing HHs 

E* K* 

3 

4 2 

11 14 

6 

6 

5 

6 

27 30 

wings 

E K 

3 

4 2 

11 14 

8 6 

10 9 

33 34 

Borrow- rrowings 
ing 
HHa 

E K 

2 2 

2 

4 3 

16 18 

5 5 

5 6 

E K 

2 2 

2 

4 3 

16 18 

6 6 

10 10 

34 35 40 40 

1285-8b 
Number 
of 
Borrow-
ing HHs 

E K 

2 

2 

6 2 

16 19 

7 

6 

5 

6 

38 35 

Number of 
Borrowings. 

E K 

2 

2 

6 2 

17 20 

10 

12 

5 

9 

48 39 

===~==~====~~=~~=~=~==============~=~==~====================~====== 

E* - Elanji 
K* - Kadavoor 

Source: Sample Survey 



Table: 5.8 - Size-class Distribution of Borrowing Households 

and the Number of Short-term Borrowings from 

Institutional Sources - 1983 - '86. 

Size of 
Holdings 
in 
(Acres) 

< 0.5 

0.5-1 

1-2 

2-5 

5-10 

)10 

1983-'84 
Number No. of 
of Bo- Short 
rrow- Term 
ing HHs Borrow-

ings. 

E* K* E K 

3 3 

4 2 4 2 

11 14 11 1 2 

6 5 7 6 

6 6 8 9 

27 30 30 32 

1984-'85 
Number 
of Bo-
rrow-
ing HHs 

E 

2 

2 

K 

2 

4 3 

16 18 

5 5 

5 6 

34 35 

No. of 
Short 
Term 
Borrow-
ings 

E 

2 

2 

4 

13 

5 

8 

34 

K 

2 

3 

15 

6 

6 

33 

1985-'86 
Number 
of Bor-
row-
ing HHs 

E 

2 

6 

16 

7 

6 

38 

K 

2 

1 

2 

19 

5 

6 

35 

Number of 
Short Term 
Borrowings 

E 

2 

6 

16 

9 

9 

43 

K 

1 

2 

17 

4 

9 

34 

======~======:==========~~==============~==~====================== 

E* - Elanji 
K* - Kadavoor 

Source: Sample Survey 
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Again, it is found th~t l~rge cultivators are parti­

cularly interested in getting short-term credits. The preference 

of l,lrge cuI ti vators for short-term loans, is illustrated in 

Table:5.8. 

In Elanji Village, during 1983-84, 8 short- term 

borrowings were made by 6 households in the group.of above 10 acres. 

This trend holds good during the years 1983-84 and 1985-86 also, 

when 8 short-term credi ts by 5 households and 9 borro,..;rings by 6 

households were made by cultivators, belonging to the same group, 

during the respective years. 

In Kadavoor Village, 9 short-term loans by 6 house­

holds, 6 short-term loans by 6 households and 9 short-loans by 6 

households of the same group, were taken during the years 1983-84, 

1984-85 and 1985~f86. In contrast to this, the number of short­

term borrowings is found smaller than the number of borrowing 

households in the remaining cases. 

It may be the easy availability of short-term credit 

in comparison to mid and long-term credi ts that make borrowers 

opt for it.. As the accessibili t.y of borrowers to insti tutional 

credi t is found to be a direct function of thei r assetworthiness, 

the share of small cultivators in any type of institutional 

credit will have to be relatively small. Because of the availability 
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of short-term lOans on the basis of thei r assetworthiness, large 

farmers borrow more, even when thpy could have done seasonal ope-

rations in agricul ture wi t.hout any such fi nanci a1 assistance from 

institution~. Hence, it can be presumed that the short-term 

credit aVailed of by large cultivators is diverted for non-agricul-

tural operations. 

Terms and Conditions of Institutional Credit 

(a) Securi ty 

The concept of security has undergone a transformation 

in bi1nkinq sectors with greClter emphasis on need-based lending 

policy since the introduct.ion of the multi-agency approach in the 

field of agricultural financing. Banks, in accepting securities 

have been taking into account various factors such as the 

strehgth of their field staff, area of operation and the e",siest 

way to recover dues. Different bamks are found disbursing loans 

against different types of securities. Some banks are liberal in 

theil- lending policy while some others are very strict. Commercial 

bamks, during the period under study were expected to advance crop 

lOans up to Rs.l000 on the basis of demand promissory Note (DPN) 

or lOnn ngrecment. Crop lo",ns exceeding this amount were to be given 

:m the basis of hypothication of crops. But, norm",llYTl' banks were 
; 

found demanding a good guarantor accept2ble to them in addi tion to 

the hypothication of crops, for advancing crop loans exceeding 

Rs.l,OOO. In the case of short-term loans over Rs,5,OOO banks can 
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demand hypothication of crops and (b) Mortgage of land or third 

party guarantee. For loans meant for purchasing agricultural 

machinery, animals or other implements, hypothication of such 

items together with one or two personal sureties acceptable to the 

bank was found common. 

Land was mortgaged for medium and l<?ng-term loans. 

In certain cases. land was found mortgaged even for getting crop 

loans. Commercial banks as well as co-operatives distribute 

agrttultural advances against gold. To small and marginal farmers 

it has been a very convenient form of security, free from the 

complications of paper formalities. Because loans are available 

from banks against gold ornaments small and marginal cuI ti vators 

who have no other access to insti tutional sources for credi t, 

can keep away from the usurious non-insti tutional lenders. 

Co-operati ves are not expected to demand securi ties 

like commercial banks. In order to obtain a loan from Co-operatives, 

the borrower must be a member of the institution. Neverthless, 

co-operatives are also found demanding securities, viz., personal 

surety, hypothication of crops, mortgage of land, gold ornaments, 

etc. against loan advances, in the sample villages. 

However, the above discussion indicates that both 

bank loans as vlell as Co-operative loans are securi ty-oriented. 

A scrutiny of the data collected from the s,~mple villages helps us 

to form an idea as to the nature of relationship existing between 

the type of loan and the form of security against which loans were 

secured from institutional agencies by various categories of farmers. 



Table 5.9 - Distribution of Households According to the 

Number and Nature of Infltitutional Borrowings 

and the T.YI2e of Securities. 

Type of Security 

Short - term Loan Term-Loan 

I 
0 >- 0 

Size of k +I I II-( I 
I-( .... ~ ~u til 

Holdings,B I-( Q) 0 0 0 ::s 01 .... "" '.(!"",.c: • ~~ 
~ 

(in • 0 >- ttl ..c:o 0+1 >- III 

Acres) ~~ dI ~ IJ' +I Q) +I .... +I I-( .iJ +I 
10 Ul' ~ 'C.iJ 'C 8,Co. 8, C) Gi 1! 8,CGi 
~ • C ~ Ck ... a 0 a 0) 

0· .... 0 ~~ 0 >t .... k >t~a ~ .iJ >t .... II) 
Z) Z [/) 0 :I: +10 :I:.iJ (I) 0 :I:.iJ4: --._------

E K E K E K E K E K E K IS K is It r.' 
• .1 K 

<0.5 3 2 

o . 5-1 ., 
1-2 4 2 2 2 2 - - -<y ,., 2-5 11 14 2 2 2 6 - 7 4 2 

:!) 
aI 5-10 8 6 2 4 6 2 .-4 -

)10 10 9 8 9 2 

Total 33 34 - 10 13 4 6 4 7 6 2 1 4 2 2 

< 0.5 2 2 2 2 

0.5-1 2 2 
Ul 1-2 4 3 1 3 2 , ., 2-5 16 18 4 6 7 3 6 5 3 Q) 
aI 5-10 6 6 4 4 2 .-4 

) 10 10 10 8 6 2 1 
Total 40 40 - - 12 10 :2 Q 10 2 6 7 2 7 

< o. 5 2 1 

0.5-1 2 1 2 
10 

tf 1-2 6 2 2 3 2 1 
In 2-5 17 20 2 3 6 3 2 4 6 7 3 Q) 
01 
.-4 5-10 10 5 7 2 4 1 

~10 12 9 8 6 1 :2 2 
Total 48 39 - 15 6 4 3 12 7 5 11 7 7 5 5 
===~===~==_7======~~~=~=====~~~=~===~===~======~=~==~~~ :-=:=:::~-=_=_=_===_==::::_= 

E - Elanji K - Kadavoor 
Source: Sample Survey 
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From table 5.9, it con be seen that no loans were 

gr;)nt0.(~ wi thout C:l securi ty duri.ng thp years under study ·in both 

the villages. However, the types of securities against which 

advances were made vary wi th the group to which the farmers belong. 

Table:5.9 shows that out of the 31 short-term borrow­

ings made in Elanji ~uting 1983-84, 10 (32.3 percent) borrowings 

were against personal surety, 4 (12.9 percent) borrowing~were 

against land mortgage 4 (12.9 percent) borrowings were against 

gold, 6 (19.4 percent) borrowings against hypothication of crops 

and 7 (22.5 pe rcent"> bo rrowi ngs ag ai ns t hypo thi c a ti on 0 f crops 

with surety. Thls indicates that th~ hi'Jhest proportion of loans 

was secured agai nst personal surety. A further examinAtion of the 

table reveals that all the 10 loans disbursed against surety in 

Elanji Village went to the higher group holding more than 5 acres. 

Similarly, out of the 32 short-term lOans, in Kadav~or, during 

the same period, 13 (40.6 pe~cent' loans were advanced against 

personal surety, 6 lOans (18.7 percent) were advanced against 

mortgage of land, 7 (21.9 percent) lOans were advanced against gold, 

2 (6.3 percemt) lOans were advanced against hypothication of crops 

and 4 (12.5 percent) loans were advanced against hypothication of 

crops with surety. In the case of Kadavoor Village also, the 

highest proportion of loans WaS secured against personal surety. 

Again, it is found that c~nt percent of the advances made against 

personal surety Was secured by the well-off farmers above the size­

group of 5 acres. Only 6 out of the 18 borrowings in Elanji and 2 
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out of the 15 borrowinQs in Kadavoor made by these qroups 

needed hypothication of crops, durinq 1983-84. None of the 

farmers above the Group of 5 acres are seen to have borrowed 

aqainst hypothication of crops with surety. At the same 

time, the table reveals that, 7 loans in Elanji and 4 loans 

in Kadavoor 'dere advanced aqainst hypothication of crops ",ith 

surety, to formers beloH the size-group of 5 acres. Similarly, 

it is seen that cent percent of the £arners \<1-ho had borrO\"ed 

against land mortgage and gold securities, during the period, 

belona to the catec'lOry bela'.'] 5 acres. The findings hold 

aood for the YGars 1984-85 and 1985_86 also. According to 

the table 5.8 cent percent of the qold loan beneficiaries 

belong to the (lrOUpS of less than 5 acres, in both villaqes, 

during the years 1984-85 and 1985-86. Similarly, cent percent 

of the borrm·,ers against land mortgage, during the years, in 

the satnpl e v illaaes, belonq to the lllidcll e and Small s ize­

aroups. 

The foreaoina analysiS, thus, indicates that Hhile 

well off farmers who own more than 5 acres of land are acce­

ssJble to institutionill firFlnce for agriculture \.,rith liqht 

and just needed securities, middle and sraall farmerS Hho 

owned less than 5 acres needed strong and liquid collaterals 

to aet access to institutional credit for aariculture. 
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(b) Rate of Interest 

Cost of credit in C~5e of institutional lending is 

mainly related to the v~rying rates of interest charged by various 

institutional agencies. Depending on factors like the number of 

staff, infrastructural facilities, the nature of competition, 

from sister concerns etc. interest rates on agricultural loans 

vary from institution to institution. Table 5.10 shows the 

different rates of interest chargedby institutional agencies from 

beneficiaries of agricultural credit. 

Table: 5.10 - Rates of Interest Charged by the lnsti tutional 

Credit Agencies on Agricultural Loans as on 

31-3 .... 1986. 

(In Percentage) 

Types of Loan 

lnsti tut:ions 
Short-term Loans Term Loan 

Upto Rs.25,000 

Co-operatives 11.0 

Commercial Banks 11.5 

Source: lnsti tutional Agencies in the sample villages, 

Above 
Rs.25,OOO 

14.0 10.0 

14.0 10.0 

Institutional agencies provide for low interest 

bearing agricultural loans in the case of non-defaulted borrowers 

who are r?gular and systematic in repayment. Co-operatives as well 
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as commercial banks have provisjon to lend agricultural loans at 

an interest rate as lov; as 7 !~ percent per annW1l. But, small 

size-group of farmers oft8n lose these benefi ts for they are not 

regular and systematic in remitting the instalments. 

Terms and Conditions of Non-institutional Credit 

Non-insti tutional credi t differs from insti tutional 

credit on the basis of its terms and conditions of credit. In 

contrast to insti tutional credi t, fOrInali ties and procedures 

involved are quite simple witll respect to non-in~titutional agen­

cies. According to the Reserve Bank of India classification, 

(a) land lords, (b) Agricultural RDneylenders, (c) Professional 

money lenders, (d) Traders, (e) Relatives and Friends and 

(f) others constitute the non-institutional sources of credit. 

As ~and-lordism has been abolished in Kerala now there is no 

provision for the concept, 'landlord' among the sources of non­

institutional credit. In the case of our sample villages, the 

remaining categories of non-insti tutional agencies were found 

operating during the period of study. Table 5.11 shows a holding­

wise di~t;ribution of non-insti tutional credi t in the sample villages 

during 1983- 1 86. 



Table: 5.11 HOlding-wise Distribution of Non-Institutional 

Credit 1983-'86. 

E 1 a n j i Kadavoor 
Size of No. No. of Borrowing HHs No. No. of Borrowing HHs 
Holding 
(in Acres) 

Less than 
0.5 

0.5-1 

1-2 

2-5 

5-10 
above 
10 

Total 

of 
HHs 

2 

3 

6 

16 

7 

6 

40 

'83-84 

2 

5 

9 
(22.5) 

84-85 

5 

6 

1 1 
(27.5) 

of 
85-86 HHs 

5 

2 

4 3 

7 19 

6 

6 

14 40 
(35.0) 

83-84 

2 

4 

6. 

(15.0) 

84-85 

1 

6 

8 

(20.0) 

85-86 

2 

2 

8 

13 

(32.5) 
=~================~~=~=========~~==========~========~============= 

Source: Sample Survey 

Figures in bracket indicate percentage. 
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Table 5.11 shows that no household from the large 

size-group had borrowed from non-institutional sources of Credit, 

during the period under study. It is also observed that the 

percentage of households that depended on non-institutional agencies 

has increased from 22.5 in 1983-84 to 27.5 in 1984-85 and again 

to 35.0 in 1985-86 in the case of Elanji and from 15 ~ ~b~O 

and again to 32.5 respectively inthe senne period,- for Kadavoor. 

This indicates that insti tutional credi t could not replace small 

peasants' dependence on non-institutional agencies though the 

magnitude of institutional credit supply has in general, consi-

derably increased during the years 1983-84 and '85-86. 

(a) Securi ty 

In contrast to institutional agencies, non-institu-

tional lenders supply credit without security. It may be that the 

borrowers are either relatives or friends or those in whom the 

lender-has some vested interest. However, the proportion of 

borrowings against nil securi ty or mutual trust is relatively very 

small. 'Table 5.12 shows that out of the 15 borrovlings from 

non-institutional agents during 1983-84# there were only 2 

borrowings based on mutual trust. Simi larlY';: during 1984-85 and 

85-86, there were only 4 and 4 nil security borrowings respectively 
I 

out of the totAl 19 and 27 non-institutional borrowings made in 

the sample villages during the respective years. This would indi-

cate that the idea of securi ty based credi t is getting strengthened 

in t.he non-i nsti tutional credi t circles. 
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Table 5.12 further reveals that the type of security 

is conft nr?c1 eJther to gold or land. No loan WaS found dl sbursed 

against hypothication of crops or assets in both sampl~ villages 

during the period of study. This was not because the fanners were 

unwi IIi ng to hypothicate crop or assets but the lenders were not 

ready to accept them as securi ties. Non-insti tutional agencies 

grmving interest ingold securi ty is vi sible from table 5.12-

Accordi ng to the table, out of the 13 securi ty based borrov-lings 

made in 1983-84, 8 borro'flings were on gold security basis. 

Similarly, out of the 15 and 23 security based borrowings made in 

1984-85 and '85-86, 11 and 20 borrowings respectively were based 

on gold security. This points towards the importance that the 

non-institutional agencies attach to gold as security against 

lending money_ It may be that a gold loan involves little risk 

as the gold price has increased substantially during the last 

decade. l-1oreover, recovery of the amount along wi th the exhorbi tant 

rate of interest that non-insti tutional agencies usually charge is 

:tather easy in the case of gold loans-. BesideSJi the lender can 

avoid unnecessary social problems that may crop up with the recovery 

performance in case of default with respect to other security 

oriented credlts. It, is thus, clear that gold security-oriented 

credit has become much popular among the non-institutional circles 

of credi ts. 



Table: 5.12 - Distribution of Households According to the Number of 
Non-Institutional Borrowings, and the Number and 

Type of Securities - 1983-'86. 

T;y:pe 2f Securities 
Size of No. of No. of No.Secur- Gold Land Hypothi- Hypo- Oth 
Holding Borrow-
(in 
Acres) 

ing 

E* 

«().5 1 

0.5-1 1 

1-2 2 

v 2-5 5 
OJ 5-10 ~ -
~ ) 10 -
~ 

Total 9 

<0.5 -
0.5-1 -

1-2 5 

~ 
2-5 6 

5-10 -I 
v 

> 10 ~ -
...... Total 11 

< O. 5 1 

0.5-1 2 
1-2 4 

\D 
OJ 

2-5 7 

J 5-10 -
~ >10 -
..-

Total 14 

E* - Elanji 
K* - KadavoCDr 

K* 

2 

-
-
4 

-

-
6 

1 
1 

-
6 

-
-
8 

2 

1 
2 
8 

-

-
13 

Securi- itv 
ties Mutual 

Trust 

E K E K 

1 2 - -
1 - - -
2 - - -
4 3 1 1 

- - - -

- - - -
8 5 1 1 

- 1 - -
- 1 - -
4 - 1 -
5 4 1 2 

- - - -
- - - -
9 6 2 2 

1 2 - -
2 1 - -
3 2 1 -
5 7 2 1 

- - - -
- - - -

1 1 12 3 1 

Mort- cation thi- ers 
gage of cation 

crops of 
Assets 

E K E K E K E K E K 

1 1 - 1 - - - - - -
1 - - - - - - - - -
- - 2 - - - - - - -
3 2 1 1 - - - - - -
- - - - - - - - - -
- - - - - - - - - -
5 3 3 2 - - - - - -

- 1 - - - - - - - -
- 1 - - - - - - - -
3 - 1 - - - - - - -
4 2 1 2 - - - - - -
_. - - - - - - - - -
- - - - - - - - - -
7 4 2 2 - - - - - -

1 1 - 1 - - - - - -
2 1 - - - - - - - -

3 2 - - - - - - - -
4 6 1 1 - - - - - -
- - - - - - - - - -
- - - - - - - - - -

10 10 1 2 - - - - - -

Source: Sample Survey 



167 

(b) RFlte of Interest 

It is a very common feature th:1t non-insti tutional 

agencies charge exhorbi tant rates of interest. In their lending 

operations, they are not actuated by any social- perspective as in 

the case of insti tutional agencies, but by the 1.ure of profi t 

alone. Normally, non-institutional sources charge interest at t.he 

rate of 24 to 60 percentage. 

Table 5.13 shows the different rates of interest 

for different type of loans that prevailed in the sample villages during 

the period under study. 

Table: 5.13. Rates of Interest Charged by Non-Institutional 

Credit Agenci~s for Various Types of Credit 

(In percentage) 

t-1ortgage of Hypothication of 
Year Gold Loan Land Crops/A.ssets 

Elanji Kadavoor Elanji Kadavoor Elanji Kadavoor 

1883-84 18to30 19to28 24to36 24to48 NK NK 

1984-85 20to34 21to36 21to48 24to60 NK NK 

1985-86 22to40 24to60 36to60 36to60 NK NK 

* NK - Known 

Source: Sample Survey_ 
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From table 5.13, it is seen that the rate of interest 

ch;)rged by non-lnsti tutioncll agc"llcies, has steadily and continu­

ously increased ov"?r the years under study, Further!;' the table 

shows that non-institutional agenCies charge a relatively higher 

rate of interest for lOans against land mortgage. This may be 

to compensate the larger risk involved in the recovery procedure 

connected with such loans. 



C HAP T E R - VI 

U'fILISATION AND REPAYMENl' OF CREDI'f 

6.1. Utilisation of Agricultural Credit 

The basic objective of institutional credit supply for 

agriculture is to ensure economic betterment of the clientele of 

the institutions, contrary to thE' exploitative motive .behind non­

institutional credit supply. Borrowing turns productive and non­

producti ve depending upon the nature of its utilisation for 

different purposes. If loan is utilised for the purpose for 

which it is borrowed, it creates its own means of repayment. 

Prop?r utilisation of credit may lead to timely repayment of 

institutional dues and, thus, helps in the further flow of insti­

tutional credit. Misutilisation, Oil the other hand, leads to 

default and overdues of credit, with the result that the borrowers 

lose their integrity and creditworthinE's8 before the institutional 

a(~erc 1- l"1oreover, consequent on the accumulation of overdues a 

permanent relief from indebtedness is impossible. Some times, 

poor recovery of loans breeds a rupture in the relationship bet­

ween borrowers and institutions. Often, lending institutions 

are forced to resort to unpleasant legal procedures for recover­

ing the overdues. Slowly, but surely, political and social 

elements creep in only to make things mere complicated. Recently, 

we have some farmers' Unions as well as some political organisa­

tions agitating for the exemption of farmers from the payment of 

institutional dues. It is well-known that now, the Government 
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of India, have ayreed to redeem farmers debt up to RS.10~OQO/-. 

This relief as a welfare mea9ure~ may have its own importance 

but it remains to be seen whether such decisions are conducive 

to the economic interests of the country. The discussion points 

out that utilisation and timely repayment of credit, are as 

important as the availability of credit. 

In the present study, utilisation is examined in the con­

text of the purpose for which the credit has been borrowed and 

the purpose for which it has been actually us«-d. Also, it is 

presumed that a loan is productive only when it is exclusively 

used for the purpose for which it is advan~d. In other words, 

utilisation of loan 90 syootlimous with the productive use of loan. 

ThE' use of credit, in part or full, for any other (desirable or un­

desirable) purpose is visualised. as misutilisat10n (or diversion). 

Thus, the difference be>tween the amount borrowed for a purpose 

and the amount utilised for it indicates the extent of credit 

diversion. Table 6.1 illustrates the extent of credit utilisa­

tion in agriculture, by various categories of farmers in the 

sample villa~es during the years 1983-84, 1984-85 and 1985-86. 

The table reveals that the extent of institutional credit 

utilisation as a whole was 23.96 percent for E1anji and 14.14 

for Kadavoor during 1983-84. The resfective figures for the 

years 1984-85 and 1985-86 were 34.41 and 32.77 for E1anji and 

33.47 and 31.86 for Kadavoor. 

The utilisation of credit according to the size of ho1d­

iUid reveals that the percentage of credit used for the purpose 
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for which it was borrowed was 21.15, 35.99, Iv.86 and 2l:S.83 with 

respect to size-classes 1 to 2 acres, 2 to 5 acres, 5 to 10 acres 

and above 10 acres in Elanji and 0.00, 0.00, 42.00, 6.67 and 0.00 

with respect to size-classes less than 0.5 acres, 1 to 2 acres, 

2 to 5 acres, 5 to 10 acres and above 10 acres in Kadavoor during 

1983-64. 

The analysis indicates that the proportion of credit 

utilisation in general, was very small compared to the amount 

borrowed. Furth:?r I it shows that tty: productive utilisation of 

credit was less among small aud big size-classes; whereas .... a higher 

proportion of the borrowed amount was productively utilised by 

the medium category of farmers, in bot.h the villages during the 

years. The same trend is seen to continue during 1984-85 and 

1985-86 also. The proportion of credit as a Whole utilised for 

the purpose for which it was borrowed was 34.41 percent and 32.77 

percent respectively during 1984-85 and 1985-66, for Elanji and 

for Kadavoor, the corresponding figures were 33.47 and 31.86. 

Again, the analysis of credit utilisation on the basiS of the 

size 'of holdings indicates that the proportion of productive 

utilisation was higher in the case of medium-size farmers (in the 

size-group of 2 to 5 acres) in both villayes, during the years, 

with only one exception for Elanji during 1984-85, where a still 

higher proportion of credit was found utilised by another category: 

belongin~ to 5 to 10 acres. Table 6.1, further, reveals that 

most of the small size-gI:oupS (below 1 acre) did not at all uti­

lise the borrowed sum, because the average amount was compara­

tively very small. Some of the big farmers (above 10 acres) 

also did not utilise allY amount they had borrowed. 
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The foregoing analysis, thus, indicates that no careg<r y 

of farmers has fully utilised the borrowed sum for the purpose 

for which it was borrowed. The various categories ar~ found 

utilising t~ credit in different proportions. small as well 

as big farmers are found to be poor productive utilisers of credit 

while, medium farm~s ... re found to be better utilisers of credit. 

Further; if we look into the proportion of credit utilisation 

according to the purposes for which loans were obtained, it is 

noted that in the case of farmers whose holdings were below 1 

acre and that of above 10 acres, cent percent of the short-term 

credit was diwrted. (see Tables 6.1.1 and 6.1.2) In both the 

villages during the years wld~r study. From table 6.1.1. 

it is seen that the proportions of short-term credit utilised for 

current farm operations by the size-lJroup of 1-2 acres were 

21.15 percent in 1983-64, 17.68 percent in 1984-85 and 24.85 per­

cent in 1Yb5-86 with res~ct to Elanji. The corresponding 

figures for Kadavoor were 0.00 percent, 26.00 percent and 15.93 

percent (See table 6.1.2) This indicates that this size-group 

of cultivators had utilised only a small portion of the short-

term credit for tre seasonal operation of agricult. uce. But when 

we corre to the size-group of 2-5 acres, it is seen that the pro­

portion of short-term credit productively utilised had risen to 

35.99 percent in 1983-B4, 36.00 percent in 1984-85 and 33.31 

~rcent in 1985-86 as regards Elanji while the corresponding 

fiyures for Kadavoor had increased to 35.44 percent, 42.78 per-

cent and 42.16 percent. However, tD2- proportion of short-term 

credit utilised for current farm expenditure" seems to be very 
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low in the case of farmers above the size-group of 5 acres. 

Table 6.1.1 and 6.1.2 show that cent percent of the short-term 

credit availed of by these groups in Elanji during the three 

years of study ha.d been diverted away from the desired use with 

the only exception that 4.57 percent of the credit availed of by 

the size-group of 5-10 acres nad been utilised in 1983-84. Bui., 

on comparison with the huge amount that these groups had borrowed. 

th:i.s proportion seems to be> qUite insignificant and negligible. 

similarl.!, in the case of Kadavoor, cultivators in the 

size-group of above 10 acres did not utilise any portion of the 

short-term credit for current farm operations during the years 

under study. But farmers in the size-group of 5-10 acres had 

utilised the short-term borrowing to the tune of 6.67 percent in 

1983-84, 2.99 percent in 1984-85 and t;;.89 percent in 19b5-S6. 

Still, one can note that compared to the magnitude of their 

borrowings, these proportions are very small. 

Thus, the analysis of utilisation of short term credit on 

the basis of the size of laud-holding in both villages reveals 

that there dQ€>s not exist any positive or negative relationship 

between size of holding and extent of credit utilisation. The 

result of the analysis can be> summed up as both big and small 

land holders divert production credit almost in full, while 

medium ones productively utilise a portion of it. 

AS regards mid-term and long-term credit which are supplied 

to meet the capital expenditure in agriculture the picture is 

different as is visible from tables 6.1.1 and 6.1.2. These 
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tables show that E'xcept the beL-rowing equal to Rs.800/- 1n 

Kadavoor Village during 1985-86, no other mid or long-term crE>dits 

had been availed of by the size-group below 2 acres. Two reasons 

can be attributed to this. OnE> is that farmers in this size-group 

are reluctant to avail mid or long-term loans. The second reason 

may be the inaccessibility of these groups to institutional agencies 

because of their poor creditworthiness and social status. But, 

the fact that the::;e yroups had availE'd of short-term loans from 

institutional agencies .ie-seens tl~ possibility of their inaccessi­

bility to such agen:::iE's, eventhough assetworthiness is fOWld to 

wield higher say in credit supply. Moreover, it is noted that at 

least mid-term loan had been supplied to this cateyory. Therefore, 

one has to look into the other possibilitj of their non-availing 

of term lons. In this connectiou, the bleak possibility for term 

loans to get diverted because of the> stipulations of institutions 

in tois regard, is to be taken into account. AS the propensity 

to consume is tlig her among the farmers of this size-groups, there 

is every possibility that th?y look for funds which can meet treir 

consumption needs first. 'frere-foL·e .... it can be legitimately argued 

that tooy would prefer to avail of such loans which can be diverted 

to meet their urgent consumption needs. In this context, short-

term loans are helpful rather than medium or 10nlJ-term loans. 

Henc€', we can prE>sume that it is not their need for agricultural 

credit but the easy availability of such credit from institutions 

at a lower rate of interest, coupl'?d with their urgent consumption 

needs~ that induce them to prE-fer short-term loan. 
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Tables 6.1.1 and 6.1.2 further r~veals that mid-term loans 

amounting to Rs.7, 900/- during 1984-85 and Rs. 3,875/- during 1985-

86 in Elanji and Rs.5,200/- during 1983-84 RS.4,600/- during 1984-

85 and Rs.15,OOO/- during 1985-86 in Kadavoor had been obtained by 

farmers in the size-group of 2-5 acres. Also, it is to be noted 

that in both villages they had productiv~ly utilised cent percent 

of the mid-term loan. The fact that this cate90ry of borrowers 

also had diverted a portion of the short-term loan from proposed 

use, indicates that diversion of mid-term loan is not easy as 

lenders might have a tighter control over the end use of term loans. 

In the case of beneficiaries of t~rm loans in the size-group of 5 

to 10 acres, it is seen from the tables, that they had obta~led mid­

term loans amowlting to RS.3,500/- during 1983-84, Rs.26,OOO/- dur-

iug 1984-85 and Rs.2S,OOO/- durillg 1985-86 in Elanji. There was 

no mid-term borrowing in Kadavoor during the years under study. 

AS regards utilisation it is seen tffit cent percent of the 

mid-term credit availed of by this category had been productively 

used during 1983-84 and 1984-85, while only ~8 percent of it was 

utilised during 1985-86. This shows that the chance of mid-term 

loan getting diverted is very much limited. However, the fact 

that 12 perceut of the mid-term loan was diverted during 1985-86.· 

despite the strict control over it, points to the possibility of 

certain loopholes in mid-term credit maIla~ement of institutional 

agencies. The observation that in Kadavoor village there was no 

mid-term borrowings by the category of farmers 1n the s1ze-group 

of 5-10 acres, iudicates their unwillingness to obtain a loan for 
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capital expenditure, especially when thE' chancE's for diverting it 

are vE'ry few. 

When we take the case of large farmers in the size-group 

of abovE' 10 acres, according to the- tables, in Elanji there were 

mid';'term boLrowings by this group in all the three years. Regard­

ing utilisation, the group had productively utilised only 5U per­

cent of the credit obtained during 1983-84. whilE' they had utilised 

cent percent of the mid-term credit availE'd of during 1984-85 and 

1965-86. In Kadavoor Village. while this size-group had product­

ively utilised cent percent of the mid-term credit during 1983-84, 

there was only 46.30 percent of its' utilisation during 1984-85. 

This size-group of farmers is not found to have obtained any mid­

term credit during 1985-86. Thus, the analysiS of mid-term cre­

dit in relation to the largest size-group in the samtlles, once 

again confirms the findings with respect to its immediate preced­

illg size-group. 

AS regards long-term loau, the tables show that the majority 

of beneficiaries belong to the largest size-group. This may be 

due to either the lack of interest for lower size-groups in getting 

long-term credit or their inaccessibility to lellding institutions 

in getting such a loan. AS can be seen from the tables, the 

beneficiaries in Elanji Village had productively used cent percent 

of the long-term credit durlllg 1983-84. but only 16.67 percent of 

it during 1984-85 aIld 44.44 percent during 1985-86. In the case 

of Kadavoor Village as a Whole 47.25 percent and 33.75 percent of 

of the long-term loans were utilised for purposes for which they 

were borrowed during 1984-85 and 1985-86 respectively. It 15 to 

be noted that the size--group of 2 to 5 acres had made cen t percent 
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utilisatial of the loan. 

19~3-84. 

There was no lon~-term borrowing during 

The data on lony-term credit reveals that thE> frequency of 

diversion of long-term credit is more than that of mid-tE'nn credit. 

For instance/in Elanji Village, dur~n~ 1984-85 only Rs.5,000/- was 

utilised when the borrowing amowlted to Rs.30,000/-. Similarly 

only a sum of RS.20,OOO/- was utilised for cap~tal expenditure in 

relat.ion to the borrowing of Rs.45,Q()O/- during 1985-86. In the 

case of Kadavoor. out of the oorrowing equal to Rs.l,l3,750.20, 

only RS.53,750/- was properly utilised during 1984-85. so also, 

the capital expenditure made out of the loan amounting to RS.40,000/­

was only 13,500/- during 1985-86. 

Thus, the aualisis of long-term credit brings out two im-

portant findings. One is that t.he liou·s share of credit was 

available to the bigger size-group of farmers. The other is that 

a considerable portion of the credit was diverted from its desired 

use. These findin~s also revE"al that therE" exist. certain loop-

holes i(1 inst.i tutional credit managemen t which are clevE"r ly E'xplo­

ited by economically and socially powerful farme>rs. 

so the general observations Which follow from this discussion 

are (a) among diffE'rent sizE'-<;lroup of farmers, middlE" size-group 

seems to have utilised the highest proportion of credit in both the 

villayes durin~ all the years wlder study and hence they appear to 

be more enterprising in making better use of agricultural credit (b) 

large and small sizE'~roups divert credit morE', for reasons differ­

ir»<;l from one to the other # as would bE' seen in the> next chapter. 
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6.2. Repayment of Institutional Credit 

Adequate and timely supply of credit is an indicator of 

the efficiency of financial institutions in agricultural lending. 

So also, timely and full repayment of dues is the index of borrowers' 

integrity and discipline in the credit market. Mounting overdues 

resulting from non-repayment of dues in time lead to a breach of 

mutual confidence between institutions and the beneficiaries. 

Large scale overdues may even break the capital base of those 

co-operatives with limited resource base. In the case of commercial 

banks also which have relatively better resource position, 

accumulated overdues may affect their lending capacity after a 

considerable time gap. Against this back-ground, now we attempt 

to examine the repayment performance of each category of borrowers 

in the sample villages subject to the availability of data. In 

order to assess the repayment and overdues position of beneficiaries, 

only short term borrowings commencing from 1st July 1983 onwards 

were considered. Because of the difficulty in getting relevent and 

useful details regarding borrowing, repayment, and overdues prior 

to the period, such items were omitted. However, in the case of 

term loans, borrowings whose first repayment fall due as on 30th 

June 1984 were considered. 

In the case of both villages, short-term loan constitute 

the major component of credit. Table 6.2. shows that except in 

Kadavoor Village during 1984-85, the portion of total term credit 

as a percentage of the total short-term credit was less than 60 and 

in the case of Kadavoor during the said period it was 78.79. This 

indicates that short-term credit takes the lion 1 s share in the total 
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credit supply, as far as the sample villages are concerned. 

Hence, an analysis of the repa~nt performance with respect to 

short term borrowing seems to b(a very important. 

6.3 ReWyment aud Overdues Position of Short-term credit 

Table 6.3 shows the repaying perforrnarce and overdues posi­

tion of borrowers with respect to short-term credit. AS on 30th 

June 1984, it is seen that, the amount demanded for repayment by 

institutional agencies, as a whole, stood at Rs.1,39,520.30 in 

Elanji and i{s.1,76,205.50 in Kadavoor. But it seems that only 

Rs.77,717.55 and Rs.95,934.50 were rep3id in Elanji and Kadavoor 

respectively~ as on 30th June 1984. Thus, the proportion of over· 

dues # in the case of Elanji remained at 44.30 percentage of the 

amount demanded at to:- end of the agricultural year. AS far as 

Kadavoor is concerned, the fiyure stood at 43.43 percentage. 

Further, a size-wise analysis reveals that in Elanji when the 

proportion of overduE'S as on 30th June 1984 were 58.64 percent, 

50.UO percent aud 56.00 percent with resfect to size-c.a sses 1 to 

2 acres, 5 to 10 acres and above 10 acres, it was only 24.00 per­

cent in the case of Size-class 2 to 5 acres. so also, the over­

dues poSitions in Kadavoor for the same period were 100 percent, 

92.08 percent, 49.19 percent and 55 percent with respect to the 

size-classes of less than 0.5 acres, 1 to 2 acres, 5 to 10 acres 

aud above 10 acres. But, the proportion of overdues for the same 

period in the size-class of 2 to 5 acres was only 22 percent. 

Similarly, data on repayment and overdues as on 30th June 

19B5 and 30th June 1986# in both the villages reveal that the pro­

portion of overdues was near i1k1 or above 50 percent in case of 
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size-class~s below or above 2-5 acres. The ov~rdues position 

with respect to 2 to 5 acr~s siz~-class was 27.99 percent in 

Elanji and 26.96 percent in Kadavoor as on 30th June 1985. The 

respecti ve figur~s stood at 22.99 percent and 27 percent as on 

30th June 1986. The ov~rdues position~ as a whole, remained at 

48.71 percent and 52.U3 percent as on 30th June 1985 and 54.07 

percent and 55.26 percent as on 30th June 1986, in Elanji and 

Kadavoor respective~¥. 

The aualysis of repayment and overdues in relation to short­

term credit, thus, indicates that both small and big-size-class 

farmers in both villages are the major defaulters. In comparison, 

the performance of the middle size-class with respect to repayment 

seems far bE'tter, . eventhough cent percent repayment has not been 

found in the-ir case too. It can be presumed that t~ repayment 

performance of' beneficiaries of short-term credit, in general, is 

very poor and it is reflected in their grOWing indebtedness to 

institutional agencies, 'over years. For instarice, table 6.3 shows 

that the proportion of overdues as a whole was 44.30 percent as on 

30th June 1984 in case of Elanji. But it had increased to 48.71 

percerlt as on 30th June 1985 and again to 54.07 percent as on 30th 

June 1986. As regards Kadavoor, t~ proportion of overdues, as 

a whole, was 43.43 as on 30th June 1984. But it rose to 52.03 

percent as on 30th Jw.e 1985 and further to 55.26 percent as on 

30th June 1986. Though the repaying performance and overdues 

position of. the di ff~r~Ilt siz~-classes of borrowers in both villages 

seem to be irregular and not cOllfiued to any particular order with 
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respect to the time period" the trend of <Jrowing indebtedness 

amo,~ farmers is clearly established. 

6.4 Repayment and overdues with respect to Mid-term credit 

It has been alreadl established in the earlier chapter that 

borrowers are not much attracted by mid-term credit. Mid-term 

credit supplied by financial institution3 to farmers is 

intended for the purchase of Pumpsets, cattle, Rubber Roller and 

for the construction of farm houses and digging wells. However, 

ttl€> number and magnitude of mid-term borrowing were smaller in 

re lation to short.-term credit. 

'fable 6.4 reveals that the amoWlt to be repaid as on 30th 

June 1984, in Elanji sample as a whole was Rs.4,287.S0 of which 

Rs.262.50 was only repaid. In otheor words, only 6.12 percent of 

the total amowlt to be repaid to the finar~ial institutions was 

made on 30th June 1984. AS per the table it is seen that all these 

bor:rowers belong to the size-class of above 5 acres. Wbe-n the 

proportion of repajmeut was 33.33 percent of the amount due to them 

with respect to the size-class of 5 to 10 acres, there was no repay­

ment at all as far as the biggest size-group was concerned. During 

the same period, in Kadavoor" all the loans were repaid. Here, it 

is to be noted that the category of borro~rs exclusively belonged 

to the size-group of 2-5 acres. 

AS on 30th JW1e 1985 aud 30th June 1966, the proportion .0£ 

repayment were 22.50 p:>rcent and 20.40 percent respectively of the 

dues in the' case the Elanji. sample as a whole, while the correspon­

ding figures were 33.78 percent and l~. 29 percent with resp?ct to 

the Kadavoor sample. 
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A size-wise analysis of the repayment and overdues situa­

tion of mid-term borrowing" indicates that" while cent percent 

of the> dues as on 30th June 1985 was repaid by borrowers belonging 

to the size-class of :2 to 5 acres in both villages" only 22.60 per 

cent and 6.09 pe>rcE:"ut of the dues were re>paid by the size>-groups 

comin<J under 5 to 10 acres and above 10 acres respectively in 

Elanji. AS reyards Kadavoor during the perl(1)d no repayment was 

made by the size-group of above 10 acres. 

Similarly, as on 30th June 1986, in Elanji the proportion 

of re>payment stood at 100 percent" 16.24 percent and 6.65 percent 

with respect to size-classes 2 to 5 acres, 5 to 10 acres and above 

1u acres respectively. In Hlecase of Kadavoor, borrowers in the 

size-group of 2 to 5 acres had repaid 70.43 percent of the dues, 

while the size-group above 10 acres as well as the size-group of 

less than 0.5 acres had re>paid nothiny as on 30th June 1986. 

The foregoing analysis of mid-term credit repayment, thus .. 

reveals that most of the,borrowers in the size-9roup of above 10 

acres were cent percent defaulters throughout the reference period. 

Also .. the repaying performance of beneficiaries in the size-group 

of 5 to 10 acres seems to be very poor. But, the middle size-

group exhibits a very encouraging trend in repaying the mid-term 

credit in time. It is seen f.n::m table 6.4 that trey had no 

ove>rdues in respect of mid-term loans" over years except that of 

29.57 percent of the dueSas on 30th June 1986, in Kadavoor Village. 

'fhis implies that the middle size-group of borrowers is better 

disciplined and more prompt than the other size-groups as far as 

the institutional credit market is concerned. 
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6.5 ReEatment and Overdues in rrese;c~ L<msa-term LOan 

For the purpose of tll':> 5 tudy loans whose loan period 

exceed 5 years werE' considered as a long-term loans. Institu-

tional. agellcies supply long-term loans for iuvE'strnents in the 

farm sector which requires longer periods to generate incane. 

Financial instit.utions ex~ct that these investrnt:>llts should 

gellerate adequate incremental incom? to thE' beneficiaries to repay 

thE> loan with interE'st in instalments leav~ng enough surplus for 

the bOrrower I s sustenance. According to the lenders, tre period 

of repajment should not bE> more than the normal economic life of 

the asset created out of their finance. Normally, to!? time of 

repayment of instalment should coinci. de with the pE'riod of income 

generation from the activity. AS there is no immE'diate income 

gelleration, sufficient morotorium is expected to be allowed by the 

lending institution before makinJ tre demand for tt-e first instal-

ment. LOng term loans are granted for purposes like minor irri-

gation, la nd developnent~ farm mechanisation .. bioyas develoFf!lE'nt 

etc. In the sample villages long-term loans are availed of for 

thE> above mentioIled purposes. 

Table 6.5 illustrates the amount demanded, the nature of 

.repaym<?nt and OVE'I:'duE'S in r€"sf~ct of lon~-tE'Lrn credit in the sample 

villages duriug thE' period of this study. In Elauji, as on 30th 

June 1984, tre deIMwJed amount was kS. 794. 70 for which therE' was 

no repayment. so .. also there was no repayment during 1985-tj6, 

t~houyh thE' denanded amount 1\.3d increased to Rs.6,301.05. The 

amount demanded for repdjment as 011 3Uth June 19ti6 was Rs.24,278.90 

aya loust which also 110 rep3.ym'.:>nt '113.'3 mad".;'. 
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l\s re(,Jards the Y.audvoor- sdmplF', tho ;"mount due was kS. 2U, llU4. 60 

against. which d sum of Hs.3,111.10 (15.55 I)f"rCellt) was repa.id as 

on JUth .fUIlP 1ge5. Similar!j, out of ks.J.'/,tH7.(;IY to bE' colle-

cteu as (m 30th JUIlE' 1986, only Hs.3,114.6U (11.20 percent) was 

received by the fiIldTlC.i<.ll lnst1tutions. 

TilE' analysis, thus, illdica tes that t Iv? pr oportion of over-

dues in reia tion to 10f}!::I-t.erlll credit avai 1 ED of by the larYE'st. 

sizp qroup of farlIlE'.ls ill Eidnji vil1aye was CPllt percellt. of th? 

amoullt. demalld~~(l ill al.!. t.he yPdI..S of st.udy. III Kada voor, t t'P I'ro-

portiol) of overdues stood at 84.45 l"-erCE'Ilt and ti8.S0 perceIlt as 

OIl 30tll ..rum" 19B5 alJd jOtn JUliE' 1986 IPSfpcti vely. The allalysis 

also illu icC! t.(>s the trend of qrowi lIy i IIdebted£JPss alHoIlg farmE'r~) 

ill thf:' CdS!? of lally-term credit too. 

Thp forpyoillY ill scussioll 011 rE'}J-3.yment aIld overdues call be 

SUIIUllE'U C\S (1) ttle repayillY pprform3IIce of borrowers, i[l general 

is ,",PI Y poor, (2) because of t.t10 TTloullti[}::l overduE's year aft<:>r 

of lo~(l!:) wnil.? middl"? size fan{\~>rs tue r!=".I.:1tiw'·lj b?ttl?r ill 

6. G g~~,~~~ J or~~~.~ecov~~Et.J:::£.f.~r_I~;~C!S:f:_eL~~!.~~~!.~ 
~r:>~c:!.~~ 

Host oftl?Il, 10\0.1 rn:oductivity or: ."'l'jricult.ure is pO.illted out as 

CliP arnoll',J them is ttnt small 
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and marginal farmers may have to de'pE'nd on non-institutional 

agencies for credit when such credits are not provided by insti-

tutional lenders. In repayment, borrowers give .lprference to 

non-institutional agencies first, knowing the difficulties of in-

stitutional agencies in effecting recovery of the disbursed fund. 

Ecouanically and socially powerful borrowers exploit this handicap 

of finaicial institutions to a very great extent. The institu-

tiona, in turn, try to overcome the situation resorting to pe'Il and 

paper method. For institutions, loan recovery is a difficult task. 

Most often, they have to move the' court of law to effect the reco-

very. Even if institutions get a decree to attach the property 

for its execution other institutional requirements like police force, 
" 

revenue personnels etc. are necessary. Thus the process being 

complicated and time consuming, institutions sometimes adopt cer-

tain evasive practices by openirg a new accoWlt in the name of SCXIY:. 

relatives of the defaulters and thus adjust the loans due. Another 

practice consists in rolling loans. In this case the lender and 

the defaulted borrower come to an understanding that the .lender 

will issue a fresh loan equal to the amowlt due, immediately after 

the borrower repays the dues. Often, borrowers seek help fran non-

institutional sources for fund so that to:- next day with the fresh 

loan he can pay back the non-institutional credit. It is often 

argued that if institutional agencies stop fresh lending atleast for 

one year, the proportion of recovery to demand will come down CCll-

siderably. This indicates teat a portion of the credit supplied 

for agricultural operations is immediately pumped back to the source 



193 

from where it has ComE' out, without getting it used for the 

desired purpose. Similarly, t~ false notion spread by some 

prominent politicians and social workers in order to earn cheap 

popularity that institutional dues need not be repaid also causes 

low recovery of institutional dues. 

6.7 Repayment and overdues with regard to Non-Institutional 

Loans 

AS regards repayment of non-institutio(lal credit, it is 

noted that the pay back is faster than the institutional credit 

repayment. Also, the magnitudE' of overdues wi th resF ct to non-

institutional credit is conSiderably smaller compared to institu-

tional credit. It seems that borrowers are cautious about the 

usurious nature of non-institutional lending and it is reflected 

in their eagerness to clear off non-institutional debt. For in-

stance, table 6.6 illustrates that the proportion of repayment in 

Elanji as a whole, was 93.26 percent of the- total amount demanded 

by non-institutional lenders as on 30th June 1984. Here, it may 

be noted that as in the case of institutional credit, details re-

garding borrowings prior to 1st July 1983 were discarded for rea­

sous discribed earlier. In thecase of Kadavoor, it is seen that 

86.91 percentage of amowlt demanded was repaid as on 30th June 1984. 

A size-wise analysis reveals that both in Elanji and Kadavoor 

smaller size-groups had paid back cent percent of the credit. 

Similarly, as on 30th June 1985 the proportion of repayment to the 

amount demanded was 89.38 pe-rcellt in case of Elanji and cent pE'rcent 

with res;pect to Kadavoor. But, here unlike in the preceeding year 
~ 
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tre middle size-group of 2 to 5 acres had repaid cent pe-rcent of 

the loan. so also, the> proportion of repajment, as on 30th June 

1986 was cent perCE"llt of too amount demanded in Elanji and 91.89 

percent in Kadavoor. 

Except the middle size-group (2 to 5 acres) whO had repaid 

only 91.05 percent of the amount demanded, all other small size-

groups had paid back cent percent of the credit. From the above 

discussion, it becomes clear that smaller size-groups are more 

eager to clear off non-institutional credit than the rest. This 

happ:>ns because of the fear that they might lose their valuables, 

mainly gold orual'nents given as securities. In order to cl ear 

off non-institutional debts. borrowers rely upon institutional 

borrowing the dynamics of which will be discussed under the title 
" 

'Diversion of Credit' in the next Chapter. 

TO sum up, we can say that repayment of non-institutional 

credit takes place at a faster rate than that of institutional 

credit. Though there does not seem to be a clear-cut relation 

between size-groups and the p1.oportion of repayment of Ilon-illsti-

tutioual dues, it is seen that the smaller size-groups aI:e more 

interes ted in clear illg their dues. 
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C HAP T E R VII 

~IVERSION OF INSTITUTIONAL CREDIT 

7.1 Utilisa tion of credit is normally examined in the context 

of the purpose for which the credit is advanced and the purpose 

for which it is actually utilised. The difference between these 

two indicates the extent of diversion or misutilisation of credit. 

Various reasons can be attributed to the diversion of agricultural 

credit. They may be classified as (a) Economic Exigencies (b) 

Social Necessities (c) Business Motives"on the part of beneficia­

ries (d) Defective I.endin.J Policies and Procedures (e) Lack of 

Supervision and (f) Target-Oriented Lending proyrammes, of insti­

tutioual age'Jcies. 

7.2 Economic Exigencies 

Because of the low income., people have higher propensity 

to consume. Moreover, a considerable proportion of the popula­

tion particularly those bE'longing to the lower size-classes of 

land holders is below the poverty line. TO them, money for meet­

iny their consumption needs is of primary importance. In such 

a situation, it is only natural that people will explore all 

possible opportwdties to gath?r money for meeting their immedi-

ate consumption needs. Moreover, with ti-e implementation of 

Money Lender· s Control Act and tre recent ameudroonts to it whereby 

the weaKer sections have been exempted from paying old debts tQ 

non-institutiQnal agencies, the funds available from them to poor 

farmers have dried up. In such circumstallces, thex:'e is every 
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chance for borrO'.llers to divert the cre-dit advanced by institu­

tional agencie-s to lTl(:'et their consumption nee-ds. 

7.3 Social Necessities 

Marriage is universal in India. The State of Kerala is 

no exception to this. Those who remain unmarried even after the 

attainment of marriageable age. arE' looke-d upon with contempt. 

The stigma is all the more in the case of women. Moreover, 

parents are very anxious to give their dal.l9hters in marriage as 

early as possible. In Kerala, w~re dowry system is more pre­

valent, it is difficult for poor parents to seek good alliance for 

their daughters. At the same time~ their social as well as 

parental obligations compel trem to E'xploit all possible sources 

of finauce to gather money for giving dowry. Marriage feast also 

is an unavoidable social obligation for which a lot of money is 

usually spent. All these force them to resort to borrowing in 

a big way. Because of the usurious nature of non-institutional 

lending, farmers prefer to borrow from institutional sources sub­

ject to their accessibility to such institutions. Moreover, in 

the changed social situation of Kerala where the activities of 

indigenous financiers have been severely controlled, the size of 

funds available from them also haS caIlsideraoly been reduced. 

In such circumstances, farmers manage to avail maximum amount of 

agricultural loan from iustitutional agencies with a view to 

divert them either in full or in part for meeting marriage ex­

penses. 

Similarli~ expeuses incurred in connection with contin­

gencies such as death or accident may induce farmers to borrow 
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ultimately from institutional sources, so that they can repay 

the loans taken from money lenders or from other non-institu­

tional agencles at the time of the casuality. 

In Kerala, death is usually accompaniE'd by a number of 

religious rites aud social functions including grand feasts. 

F~ven the poor p€'asar1ts do not lag behind in putting up a big 

show on such occasions. All thesE' requirE' big amount, with 

the resu.lt that they often have to resort to borrowing. short­

term agricultural loans that they borro\'/ from institutional 

sour-ces, are E'asily diverted for trese purposes. 

Housing in Kerala is more a social than an economic 

problem. BE'cause of the reCE'nt challg::>s in land relations and 

the spread of education, the break-down of the joint-family 

system; wilike in other states; had been very fast and its 

effects are more telling on Kerala. This automatically 

creates the need for more houses. A house is not ouly a 

question of shelter but also a symbol of social recognition 

too. After marriage every couple wants to move to their own 

house. But, since funds at the disposal of small and medium 

farmers are usually meagre, they make use of agricultural 

loans either fully or partially for house construction. 

Compared to loans for house construction, agricultural 

loans are less costly and hence they make maximum use of 

these funds for house construction. Farmers who borrow for 

the construction of their farm houses often divert it either for 
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construction or maintenance of their resideontial buildings. 

7.4 Business Motive 

Agriculture in Kerala now-a-days, is not considered as a 

profitable enterprise. Therefore, people seek alternative in-

vestment opportunities where profitability is maximum and risk 

minimum. In rural areas, monel lending is a very lucrative 

business even now. Similarly, various type's of small trades are 

found to be relatively more profitable than cultivation. 'fhere­

fore, it is only natural that low cost agriCUltural loans borrowed 

from iustitutioual a.;leIlCies are directed to such activities. 

Educated well-to-do farmers, ofteIl travel across the boundaries 

of rural areas inorder to invest the boLrowed sum in stocks and 

shares with a view to reap huye profits. This trend has become 

much more pronounced now, because of the recent brea k-down of 

indigenous ba nKing (blade companies) in Kerala. 

In Kerala, where unemployment among the educated is very 

high, getting a job particularly a white collar Olle is everyone f s 

dream. A persa) who gets a job commensurate with his educational 

qualifi.cat.ion is held in high est.eem. As opportunities for 

employment in tty:. public SE'ctor are very bleak and as competition 

is very acute people are compelled to turl! to thE' private sector 

for emploi1oont. Private schools, colleyes, co-operatives, banks 

etc., are some of too major institut.ions offering white collar 

jobs. But these institutions usually demand big donation for 

appOintments. Farmers, subject to their accessibility take re-

COUL-se to institutional agencies for low interest bearing 
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agricultural lO~lS and divert a portion of the amount to be given 

as donation. 

7.5 Defective Lending Policies and Procedures 

A review of the> loan policy and procedures followed by 

institutional agencies reveals that trey do not stick to a uniform 

pattern in all respects. Though all banks are eXp?cted to follow 

the directions cQltain eel in tee circular of tre Reserve Ban k of 

India. entitled, "Guide lines for Financing Agricultural Develop­

ment by Conmerc1al Banks", differences are found at tre implemen­

tation stage. This may hap~n due to tre inadequate strength of 

trained field staff, technical staff and supervisory staff parti­

cularly at the branch level. Alollywith these, differences in 

degrees of competition faced by bank branches at the village level 

from other institutions such as co-operatives, regional rural banks 

etc., may force banks to adopt d~fferent proceduX"e's for disposing 

loans. Similarly, the production of certain certificates re­

quired by banks put uneducated farmers in difficulties and for 

this reason they keep away from the bal~S. Most of the banks 

insist on the submission of extracts from revenue records about 

ownership rights in lands, "NO Dues or NO Objection Certificate" 

from local primary agricultural society, Demaud Promissory Note, 

Hypothication" Deed of Assets purchased out of loans .. equitable 

mortyage of land, No encumbrance certificate and LE>tter of guar­

antee from one or more sureties acceptable to the bank. Though 

such iusistellce on the submission of documents and certificates 

reduces th? risk of financial institutions genuine borrowers find 

it extremely difficult to col.lect them beocause of the unhe.lpful 



201 

attitude of the revenue officials. However, farmers who wilfully 

come forward to avail the loan with a view to divert it, overcome 

these difficulties by forgOing a portion of the loan amount in the 

form of bribes and tips to officials of different offices. Because 

a fair share of loanees of corrvnercial banks belongs to this cate­

gory, a large amount of loan is gett.ing di ~rted. 

7.6 LaCK of supervision 

AS discussed in earlier chapters, institutional credit is 

chiefly distiugui Shed from non-institutional credit on the grounds 

of supervision. This is why institutional credit is usually 

referred as'supervised creditt. In a situation where the propen-

sity to consume among farmers is high, the credit agencies have 

to play a more dynamiC or catalytic role by stressing the super­

Vision aspect of credit more than credit deployment. Either due 

to the lack of teChnically qualified sU.PE"rvisory staff or being 

overburdened with lJaper work at their offices or due to laxity, 

institutional ageucies in general and banks in particular do not 

devote adequate time to the supervision of credit utilisation. 

consequently it is very easy to divert funds. 

7.7 Target-Oriented Lendil~ programme 

TOO much stress on targets ratter than on actual needs of 

cultivators leads to diversion of agricultural credit. The effi­

ciency of the field staff and branch managers is judged by the 

headquarters, on thE' basis of achieving the targets assigned to 

them. Therefore, they try to deploy credit without looking into 



202 

the veracity or actual needs of farmers. Thus, a defective 

credit plan which is not need-based or result-oriented causes mis­

utilisation or diversion of agricultural credit. 

ThE' foregoing discussion sheds light on the possibility of 

credit diversion only in a general way. The extent and nature 

of the prob.lem could be better gauged by the field investigations • 

It is discernible from table 7.1 that the extent of credit 

diversion as a whole was 76.04 pe-rcent in the case of Elanji sample 

and 85.86 with respect to Kadavoor sample during 1983-84. The 

corresponding figures for the year 1984-85 and 1985-86 were 65.59 

percent and 67.23 p€'rcent for Elanji and 66.53 percent and 68.14 

PE'rcent for Kadavoor. 

A further break-up of the table accordiny to the size of 

holdings shows that tre percentage of credit diverted were 78.85, 

64.01, 89.14 and 71.16 with respect to size-classes 1 to 2 acres, 

2 to 5 acres, 5 to 10 acres and above 10 acres in Elanji and 100.00, 

100.00, 58.00, 93.33 and 100.00 with respect to size-classes less 

than 0.5 acres, 1 to 2 acrE'S, 2 to 5 acres,S to 10 acres and above 

Iv acres in Kadavoor, during 1983-84. 

The analysis, thus indicates that trere had .been large scale 

diversion of credit in geueral, particularly among the small and 

large Size-classes of farmers in both the sa f1l.lles. The Middle 

size-class beneficiaries (2 to 5 acres), as is seen from the table, 

diverted only a less proportion of the credit as compared to other 

size-cJa sses • 



'fable: 7.1 Ma2nitude of Diver-sioll of Institutional credit 
bl Different size-classes of farmers in tre 
samEle V.111a~es DurinSl 1983-86. 

II 

Size of ELANJI II K A DAVOOR 

~ Holdings Amount Amount Percen- t Amount Amount Percentage <'0 I 
41 (Acres) Borrowed Diverted tage of It Borrowed Diverted of 
>< Diver-

I, 
Rs. 1<5. " Hs. RS. Diversion 

sion. g 
less than If-

" 0.5 " 1750.00 1750.fJO 100.00 

" U.5-1 " n 
'<I' II 
ro l-l 10400.UO 820U.UU 78.85 II 1867.0U 1867.00 lUU.OO 
I " f'l 2 ~ 38200.00 24450.00 64.01 

II 
51210.00 29702.00 58.00 (l) -:) If 

0\ " ..., 5-10 S3UUO.00 47l40.00 89.14 II 27000.00 25200.00 93.33 II 

above 10 54100.0U 38500.00 71.16 a 83000.00 83000.00 100.00 

" Total 15S70U.OO 118390.00 76.04 " 164827.00 141519.00 85.86 I' --- II 
less t.han II 

" 0.5 150U.00 150U.00 100.00 n 580.0U 58U.00 100.00 

0.5-1 2750.0U 275U.OU 1UU.UO 1\ 70U.00 700.00 100.00 
II 

1-2 8200.00 6750.00 82.32 R 5000.00 3600.00 72.00 
tll II 
CV 68240.00 38618.00 56.59 

If 
98000.00 53440.UO 54.53 '1' 2-5 II 

(l) II 
0\ It ..., 5-10 SU500.0U 24500.00 48.51 II 4180U.00 43460.00 97.01 

above 10 63700.UO 53700.00 84.30 U 176000.UO 11450U.00 65.06 
II 

" Total 194890.00 127818.0U 65.59 II 325080.00 
" 

216280.UO 66.53 
II 

-~ss than -,y-

0.5 375.00 375.00 100.00 I 1100.UO 1100.00 100.00 

" U.5-1 4832.00 483l.00 100.00 n 2500.00 2500.00 100.00 " " 
16900.00 12700.00 75.15 

n 
2700.00 2270.0U 84.07 \0 1-2 " co II 

I " 2-5 47700.00 29225.UO 61.27 II 61250.00 26750.UO 43.67 tn II (l) n 01 

" .-i 5-10 65300.00 43300.00 66.31 11 27000.00 24600.00 91.11 

" " abovE' 10 108000.00 73000.00 67.59 II 65UUO.00 5150U.00 79.23 
II 
n 

Total 213107. UO 163432.00 67.23 II 159550.00 108720.00 68.14 II 
I " II ---

SourcE'S sample survey 
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The above findinJs hold yood for;· the years 1981-85 and 

1985-86 also. A fU.t ther examinat.i.on of t.he tabl'? shows that. 

beneficiaries belongillg to sm3l1 size-classes (below 2 acres) 

diverted credit in full durin,,} all thE> three years of this study. 

Thus" it br~>comes clear that ttl? intensity of diversion is rela­

tively pronounced in th? case of small farmers. though the mag­

oitud"" of their borro\'ling is rela.ti vely small. i\ clear lJicture 

of diversion can bE· drawn only if we- look into the proportion of 

diversion according to the purposes Eor which loans were obtaine-d 

'fable 7.:l shows that til(> proportions of Short-term c~(>dit d.ivE'rtE' 

as a whole WE're 85.47 percent for Elanji sample and ~U.66 percent 

for Kaclavoor sample durillg 1983-U1. During the period 42.55 

percent of th? mid-term credit in Elanji was diverted. III Kada­

voor no diversion was reported. NO portion of the lony term 

credit was found diverted during the period. 

\ihen we analyse thE' data according to the sizE' of holdings 

it is seen that t>E'neficiaries br:lOllo,Ji.tlt,J to th? size group below 

L a~r:E'S as well as those belo[l'diny to the size group of abow 10 

acres had divert€>d th~ short-term cr€>dit in full. Beflef ieiaries 

in th'? siz0-group of 5 to 10 act:"E'S h3.d diverted almcs tall short­

term credit whilE' those in tlY? middlE' size-group (2 to 5 acres) 

!k,d diverted only 64.01 percent of it. 

As regards mid-term crE'dit# th? table shows that there 

was no diversion in the case of b.?nf.'ficiaries t::elonging to the 

.5iz.e-~rot_lp 5 to 10 acrE'S duriny 1983-84. while .t.>'?ueficiax:ies 



Table: 7.2 Diversioll of Credit According to t.h0 Nature of Credit 

Durillg 1983-86. 

1-1 size of 
Proportion of Diversion (in percentage) 

1'(1 
Holdings Short-term credit Hid-term credit Long-term credit 

(!) (for current farm (for capital eXpE>n- (for capital ex->< (Acres) eXpE>Ilditure) diture) penditure) 

E K E K E K 

Less than 
u.S 100.00 

0.5-1 
~ 1-2 7H.SO 100.00 ro 
I 

!Y) 2-5 ro 64.Ul 64.56 O.ou 
0\ 5-10 95.43 93.33 0.00 .-1 

above 10 100.00 100.UO 50.00 O.OU 

Total H5.17 88.66 42.55 0.00 0.00 

LeSS tp..an 
0.5 100.00 100.00 

0.5-1 100.00 100.00 
tfl 1-2 82.32 7/..00 cy -. 
'<2' 2-5 64.00 57.22 0.00 0.00 0.00 ro 
I» 

5-10 100.00 97.01 0.00 .-1 

above 10 100.00 100.0U 0.00 53.70 83.33 55.05 

Total 61.42 76.63 0.00 45.34 83.33 52.75 

Less than 
0.5 100.VO 100.00 0.00 

v.5-l 100.00 10U.OU 

1-2 75.15 84.07 
\0 

OJ 
tfl 

2-5 66.69 57.84 0.00 0.00 
0) 
I» 5-10 100.00 91.11 12.00 66.:.l5 .-1 

above 10 lOO.vO 100.00 0.00 55.56 

Total 87.69 78.48 6.4 0.00 55.56 66.25 

E - Elanji 

K - Kadavoor 

source: sample Survey 



206 

belonqing to tlY:> size-:,lroup abovE' 10 acrE'S had divertE'd 50 ~r-

cellt of It. 

DUrin':l 1984-85 and 1985-86, in th~ case of short-term cre-

dft the same trend as d€'scribE'd earlier, contillU€'d in both the 

samples. As rE''-Jards t€'rm cr€'dits, no portion of the mid-term 

credit and 83.33 percent of the long-t€'rrn credit were diverted 

in Elanji samplE' during 1984-85. At the same time. 45.31 per-

cent of the mid-term credit and 52.75 per cent of the long-term 

credi t w",-'re di V?rted ill Kad3voor sample. 

AS pel" . thE> table, of the total mid-term and long-term 

credit availed in Elanji sample during 1985-B6. 6.4 percent of 

the mid-term crE'dit and 55.56 percent of the long-term credit 

were divE>rted. During the same pE'riod in Y-adavoor, tllE're was 

no diversion of mid-term credit. But 66.25 percent of the long-

term credit was diverted. Further, a size-wise allalysis of 

term credits, reveals that in both ttl'? samples no portion of the 

te>rm credits avail-:-d by tho> middle si7R-group (2 to 5 acrE's) of 

farmers, was diverted during the period ~tween 19B3 and 1986. 

HO','E'Ver. beneficiae ies belo[)(JiTig to 1<:1rger sizE'-groups (abovE' 5 

acres) were found diverting a significant portion of theie term 

crf::'dir.s duriny 19B4-85 and 1985-86. 

The fol.lowillY conclusions emerge out of the foreyoing 

analysis. 

1) BE'neficiaries relonginy to lower size-groups (bel.ow 2 

acres) and ttl'? hiytlE'st size-geoup (above llJ aceE's) 

diverted short-term credit. in full: 
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2) Beneficiaries in thE' middle size-group (2 to 5 acres) 

diverted relatively a lesser proportion of short-te-rm 

credit. 

3) only households belolllJiu<) to size-groups above 2 acreS, 

were fOUlld availinJ term credits. Among thE' benefici­

aries of term credits: while the larger size-groups were 

found diverting a sl'Jnlficant portion of it, middle size 

group (2 to 5 acres) did not divert auy portion of it. 

7.8 WI2' have earlier classified t~ factors that lead to diver-

sion of credit under three major heads, as (1) Economic Exigellcies 

(2) Social Necessities and (3) Business Motives. NOW let us 

examine how far these factors [t.3ve influenced beneficiaries in 

divertin-d credit, at th'? villagE" l€'v~l. 

For the purpo8e of tre pres(;'nt analysis, it is assumed 

ttlat Economic Exigencies inclUdE' all aunual expenses of a hOllS€'-

hold incurred in connection with the consumption of food, cloth-

in.,} and rn'?dicin'? 

All expensE's due to mal-riage (including dowry), death, 

cOllRt.t'uction or maintenance of residE'ntial buildiny and eXIFllS€'S 

associated with education are placed under Social NecessitiE's. 

Business Hotives consist of all money investments made with 

a view to raise illcome, profit or interest. They include in-

vestments for money Ipnditly and donations for gettinJ employment 

alld iuvestments in business and tradE'S. 

Still, beneficiaries are found d.i.vertin9 credit to Hll?et 

ueeds sllch as refBjrnent: of old deuts, release of mortyayed deeds, 

n::.covery of pledge «(Jold) etc. 1\11 theRe are inc luded in • OtiJ'?'rs I 
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Table 7.3 and 7.4 show the re-lative proportions of the 

total diverted amount, speut under each head in the sample 

villaJ€s during 1983-86. AS per thE> table-s, proportion of the 

total amowlt diverted to meet Economic Exigencies of the sample 

households as a whole, stood at 5.5 percent, 7.7 p€!rc~nt and 

tie 9 p?.r.c~nt for Elanji sample and 4.7 percent, 5.2 percent and 

6.6 percent for Kcdavoor sample, during the years 1983-84, 1981-

85 aIld 19f:!5-tiG. AS rE'gards Social Nec€'ssit1es, the proportious 

at the all-holdiflgs le-vel were 27.7 percent, 23.6 p€'rcent and 

16.0.Percent in th€' case of Elanji sample and 22.5 percent., 16.7 

percent and 19.7 perce-nt in to? case of Kadavoor sample durinJ 

the period 1983-84, 1984-b5 and 1985-ti6. During these years, 

proportiolls of tt~ amount diverted with regard to Business 

NotivE's stood at 59.6 P€'rce-nt, 58.5 percent and 66.0 pe-rce-nt for 

Elanji sample as a whole and 69.9 percant, 69.7 percent and 

63.5 percent for Kadavoor sample as a whole. Of thE" total 

amount diverted each Yf?ar 7.2 percent in 1983-84, 10.2 percent 

in 1':184-85 and 9.1 percent in 1985-86 were under the major head 

• others I for I:;lanj i and thE' corresponding proportions for 

Kadavuor were 1..9 percent, B.4 percent and lu.2 percent. 

The above discussion reveals that in general the lion' s 

s hare of the amowlt was diverted for I Business Motives'; • Social 

NE'cessities' comE'S second. This indicates that the largest 

proportion of the di verted amount is either irlvested in profit 

beariu9 or in permanent incomo. earnJng enterprisE's. 



TablE": 7.3 Size-wise Cldssificatioll of th~_l)iveLted_~1E!~ (Elanji) (io Hs.) 

-----_._--- ------"------
k Size of Credit Divel.ted to !vleet Expeuses Incurred with 
~ Holdings :ECOiiOOiIC Socrar BUS~ 
)of (AcrE') Exigencies Necessities Motives. Otllers Total Amount 
---~--

10 co 
I 

III 
to 
0\ ... 

uess than 
0.5 

0.5-1 

1-2 

2-5 

5-10 

above 10 

Total 

less than 
0.5 

0.5-1 

1-2 

5-10 

abovE' 10 

Total 

less than 
0.5 

0.5-1 

1-2 

2-5 

5-10 

aDove 10 

Total 

4300.00 
(52.4) 
2200.00 
( 9.0) 

6500.00 
(5.5) 

1200.00 
(&0.0) 

2010.00 
(73.1) 

4274.00 
(63.3) 

2307.00 
(6.0) 

9791.00 
(7.7) 

375.0U 
(100.0) 

3300.00 
(68.3) 

1j700.00 
(68.5) 

2300.00 
(7.9) 

14675.00 
(8.9) 

17690.00 
(72.3) 

12050.00 
(2S.5 ) 

3080.00 
(6.0) 

32820.00 
en.7 ) 

26250.00 
(68.0) 

3890.00 
(15.9) 

30140.00 
(23.6) 

17580.00 
(60.1 ) 

8600.00 
{19. 9} 

26180.00 
(16.0) 

35190.00 
(74.S) 

35420.00 
(92.0) 

70610.00 
(59.6 ) 

501.00 
(1. 3) 

20660.00 
(64.1 ) 

53700.00 
(100.0) 

74811.00 
(58.5) 

34700.00 
(IjO.l ) 

73000.00 
(lOU. 0) 

107700. 00 
(66.0) ----------------- -------

FigUrE'S in bracket indicate p::>rcenta',Je. 
Source: sample Survey 

3900.00 
(47.6) 
4560.00 
(18.7) 

8460.00 
(7.2) 

300.00 
(2U.0) 

740.00 
(26.9) 

2476.00 
(36.7) 

9560.00 
( 24.7 ) 

13076.00 
(1 0.2) 

1532.00 
(31.7) 

4000.00 
(31. 5) 

9345.00 
(32.0) 

14877 .00 
(9.l) 

820G.OU 
(100.0) 

24450.00 
(l00.0) 

47240.00 
(10u.0) 

36500.00 
(l00.0) 

118390.00 
(100.0) 

1500.00 
(lOO.O) 
2750.00 
(lOU.O) 

6750.00 
(100.0) 

38618.00 
(100.0) 

24500.00 
(100.0) 

53700.00 
(lOU.O) 

127818.00 
{100.0} 

375.00 
(100.0 ) 

4632.00 
(100.0) 

12700.00 
(100.0) 

29225.00 
(lOO.O) 

43300.00 
(100.0 ) 

73tJOO.OO 
(10U.0) 

163432.00 
(l00.0) -----------



Table: 7.4 size-wise classification of the Diverted Amount (Kadavoor) (in RS) 

-----------------
Size of Credit Diverted to Meet Exp€nses Incurred with 
Holdings -Economic Social - Business----------~-------

__ i.~~£~ ___ ~!.9.encies Necessities 11~~~L others Total Amount 

Less than 
U.S 

0.5-1 

1-2 

2-5 

5-10 

above 10 

Total 

Less than 
0.5 

0.5-1 

1-2 

2-5 

5-10 

above 10 

Total 

LeSS th'lll 
0.5 

0.5-1 

1-2 

5-10 

above 10 

Total 

1750.00 
(lOU.O) 

1311.00 
(70.2) 

3560.00 
(11.99) 

6621.00 
(4.7) 

580.00 
(100.0) 

700.00 
(lUU. 0) 

2950.00 
(81.9) 

7050.00 
(13.2) 

11280.00 
(5.2) 

1100.00 
(10U.0) 

2500.00 
(lUU.O) 

1970.00 
(86.8) 
1600.00 

(6.0 ) 

7170.00 
(6.6) 

18400.00 
(61.95) 

6000.00 
(2;3.8 ) 

7450.00 
(9.0 ) 

31850.00 
(22.5) 

26700.00 
(49.9) 

9500.00 
(21. 9) 

3620U~Oo 
(16.7) 

17300.00 
(64.7) 
4080.00 
(16.6 ) 

21380.00 
(19.7) 

4200.00 
(14.14) 

19200.00 
(76.2) 

75550.00 
(91.0 ) 

98950.00 
(69.9) 

230U.00 
(4.1) 

33960.00 
(78.1 ) 

114500.00 
(100.0) 

150760.00 
(69.7) 

17520.00 
(71.2) 

51500.00 
(100.0) 

556.00 
(29.t3 ) 

3542.00 
(11.92 ) 

4098.00 
(2.9) 

650.(10 
(18.1 ) 

17 390. 00 
OZ.5 ) 

18040.00 
(8.4) 

300.00 
(13.2) 

7850.00 
(2.9.3) 

3000.00 
(12.2) 

69020.00 11150.00 
(63.5) (10.2) 

Figures in brackets show perClO'nta.,Je 

Source: Sample Survey 

1750.00 
(100.0) 

1!:;67.00 
(100.0) 

29702..00 
(100.0) 

25200.00 
(100.0) 

83000.00 
(100.0) 

141519.00 
(100.0) 

580.00 
(100. U) 

700.00 
(100.0) 

3600.00 

53140.00 

43460.00 

114500.00 

216280.00 

1100.00 

2500.00 

2270.00 

26750.00 

21600.00 

51500.00 

108720.00 
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A further break-up of tre data according to the size of 

holdings reveals that beneficiaries belonging to lower size-groups 

(below 2 acres) made use of the amount mainly to meet their eco­

nomic exigencies. For instance, the category of farmers in thE" 

size-group, 1-2 acres in Elanji utilised 52.4 pe-rcent of their 

fund for meeting economic exigencies during 1983-64. Duri Ir:J the 

period, in Kadavoor, beneficiaries in the size-yroup, less than 

0.5 acres utilised the full amount for the same purpose. Those 

in the size-group 1 to 2 acres, at the' same time, utilised 70.2 

percent. of the fUnd for meeting 'Economic Exigencies t • AS is 

seen from the table, this trend was more pronounced during SUb­

sequeIlt years. Also, it is discernible from the tables that 

they did not utilise any portion of the> fund either for Social 

Necessities or for Business Motives. However, it is seen that 

they made use of the balance amount for othE'r purposes such as 

payment of old debts, release of pledges etc. 

AS regards the middle size-group (2 to 5 acres)1 it is seen 

that the proportion of fund utilised under tre heads~ 'Economic 

Exigencies', 'Social Necessities', 'Business Motives' and 'Others' 

stood at 9.0 percent, 72.3 pe-rcent 0.00 percent and 18.7 percent 

respectively during 1983-1984, in the case of Elanji. The corre­

esponding figures with resp?ct to Kadavoor were 11.99 percent, 

61.95 percent, 14.14 percent and 11.92 percent. During 1984-85 

the same group made use of 6.0 percent, 68.0 percent, 1.3 percent 

and 24.7 percent of th:? fund in Elanji and 13.2 percent, 49.9 per­

cent, 4.4 peIcent and 32.5 percent of the fund in Kadavoor, under 
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the respective heads as described above. The analysis# thus 

indicates that beneficiaries of the middle size-group made use 

of the fUDd mainly for meetiOJ their expenses connected with 

_ Social Necessities _ • The proportioIl of the fund that they 

utilised under -BUsiness Motives' was relatively small.. AS 

far as this group of beneficiary households are concerned, the 

same> trend continued duriny 1985-66, too. However the propor­

tion of the fWld utilised bi them under 'Others' during 1984-65 

and 1965-86 were found to be higher # in relation to that under 

'Economic Exigencies'. As regards beneficiaries in the size­

group 5 to 10 acres, it is seen that of the total fWld 74.5 per­

cent was utilised for meeting their exp:-llses Wlder I Business 

Motives • # and the remaining 25.5 percent, expenses under I Social 

Necessities-, during 1983-84, in Elanji sample. During 1984-65 

and 1985-86 also, beneficiaries in the same group in Elanji uti­

lised the fund mainly for covering eXfenses under I Business 

Motives' • It is discernible from table 7.4 that the same cate-

gory of beneficiaries in Kadavoor sample di verted 76.2 percent 

of the total f Wid to • BUsin4ms Motives' and the remaining 23.8 

percent to 'social Necessities'~ during 1983-84. During the 

subsequent years also the lion's share of t~ fWld was diverted 

to -Business Motives' by this group. Thus, it is seen that 

beneficiaries of this laryer size-group made use of the fund 

mai nly for satisfyillg their • Busin ess Motives'. Coming to the 

largest size-group of beneficiaries~ it is visible from tables 

7.3 aud 7.4 that they utilised the full amount for investment 

under • Busiu €ss Motives' in both the samples dur lng the 1 ast 
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two years under reference. 

Thus, the general findillg emerging out of the foregoing 

analysis is that while beneficiaries belonging to lower size­

~roups (below 2 acres) made use of the diverted fund mainly to 

meet their expenses connected with 'Economic Exigencies', their 

counterparts in the middle size-group (2 to 5 acres) utilised 

its major portion to cover expenses under 'Social Necessities'. 

At the same time, beneficiaries in the larger size group (5 to 

10 acres) diverted the lion's share of the> fund to 'Business 

Mati ves', while those in the largest size-group (above 1U acres) 

made use of the entire fund for iuvestment under • Business 

Motives' during tre last two years. 

7.9 The analysis can be much more enlightening if we have a 

further break-up of the fund utilised by various beneficiaries 

wlder each major head. Table 7.5 shows details of classifica­

tion of the fund under the major head 'Economic Exigencies'. 

It is discernible from table 7.5 that only beneficiaries belong­

ing to holding size below 5 acres diverted credit to meet expen­

ses under • Economic Exiyen des' during the entire peoriod from 

1983 to 1986. It is seen from the> table that during 1983-84, 

of the total fWld of Rs.6,5UO.OOdive>rte>d to 'Economic Exigencies' 

in the Elanji samIJle as a whole> Rs.2,8S0.00 (44.3 percent)was 

utilised for consumption of food, Rs.l,670.00 (25.7 percent) 

purchasin~ medicine, and Rs.1,950.0() (30 percent) on clothings. 

In the case of Kadavoor sample as a whole I duriug the year, of 

the total fund of Rs.6,621.00, Rs.3,U~5.UO (46.6 percent) was 

spent 011 food items, Hs.l,847.()O (27.9 percent) on medicinE' 
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and Rs.1,6tj9.00 (25.9 percent) on clothing. Thus, it is seen 

that in each sample as a whole, during 1983-1j4, the largest pro­

portion of the fund was utilised for consumption of food. During 

the period, the proportions of expenditure on medicine and cloth­

ing remained more or less the same. Similarly, it is discernible 

from the table that in both the samples the same pattern of ex­

p;-nditure as regards 'Economic Exigencies' continued durin~ the 

subsequent years also. 

However, a further break-Up on the basis of size of hold­

ings, reveals that while beneficiaries in the lower size-group 

(below 2 acres) SpE'ut a larger proportion of the fund on food, 

those in the middle size-group (2 to 5 acres) spent only a lower 

proportion on food. During the entire period from 1983 to 1986 

beneficiaries in the middle size-group had been exihibiting a 

tendency to spend relat.ively a larger proportion of the fund on 

medicine. 

The geIleral observation followillY from the above discuss­

ion is that while beneficiaries owning laud below 2 acres show a 

teudencj to spend relatively a larger proportion of the diverted 

fund on food items, those in tre middle sizE'-group used to sfend 

a major portion of the fund on medicine and clothing. Because 

their income is very low and the consumption of fooo, at the same 

time, is unavoidable, it is natural that beneficiaries belonging 

to lower size-groups (below 2 acres) would spend a larger propor-

tion of funds available to them, on food items. (This only 

conflrmsEngel's law.) 
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7.10 Tables 7.6 and 7.7 show details of classification of thE? 

fund spent under the major head • Social Necessities'. Table 

7.6 shows that in Elanji sarrple as a whole, of the total fund 

spent under 'social Necessities', 32.0 percent was due to marri­

aIJe, 7.6 percent, by death, 30.9 pe>rcent, education and 29.5 

percent, construction or maintenance of residential buildings, 

during 1983-86. However, a further break-up of too table on 

the basis of the size of holdings yives a different proportion 

of ~xp€'llditure OIl each item by various categories of beneficia-

ries. First of all, it may be noted that the diverted fund 

had been utilised for meeting expenses under 'Social Necessities' 

only by bE?ueficiaries owning land abo\e 2 acres. Beneficiaries 

belonging to the middle size-group (2 to 5 acres), during 1983-

84, spent the largest proportion (59. 4 percent); of their fund 

under this he:td in order to meet expenses connected with marriage 

and the next largest proportion (26.5 percent) on cUlstruction 

or maintenance of their -residential buildings. At the same time 

beneficiaries belonging to larger size-group (5 to 10 acres) 

spent 58.5 percent of their fund on education. The largest size-

group (abOve 10 acres) utilised the full amount for education. 

Durin;;, 1984-85 and 1985-86 also, beneficiaries belon;Jing to the 

middle size-yroup spent tre largest portion of the fund for 

marriage arid the next largest portion for coostruction or main­

tenance of residential buildings. At the same time those in 

larger size-groups spent the full amount on education. It may 

be noted that the largest size-group (abo\e 10 acres) of farmers 





Size of 
ear l"ioldiug s 

(Acre) 

less than 
0.5 

0.5-1 

1-2 

2-5 

5 .. 10 

above 10 

'rotal 

less than 
0.5 

0.5-1 

1-2 

2-5 

5-10 

above 10 

Total 

less than 
0.5 

0.5-1 

1-2 

2-5 

5-10 

above 10 

Total 

ExpensE's 
due to 

Marriage 

10000 .. 00 
(54.3) 

10000.00 
(31.4) 

15000.00 
(56.2) 

15000.00 
(41.4) 

9000.00 
(52.0) 

900U.UO 
(42.1 ) 

Social Necessities 
Expenses Expenditure 

due to on 
Death. Education. 

2000.00 
(7.5) 

2000.00 
(5.5 ) 

1000.00 
(5.8) 

1000.00 
(4.7 ) 

400.l10 
(2.2) 

6000.00 
(100.0) 

7450.00 

13t:)50.00 
(43.5) 

70U.00 
(2.6 ) 

9500.00 
(100.0) 

10200.00 
(2t;.2) 

2300.00 
(13.3) 

4080.00 
(100.0) 

6380.00 
(29.8) 

Figures in brackets indicate percentage 

Source: sample Survey 

Expenses due 
to construct­
ion/Maintena­
nce of House. 

8000.00 
(43.5) 

8000.00 
(25.1 ) 

9000.00 
(33.7) 

-
9000.00 
Cl4.9 ) 

5000.00 
(28.9) 

5000.00 
(23.4) 

Total 
Fund. 

16400.00 
(lOO.O) 

6000.00 
(100.0) 

7450.CO 
(100.0) 

31850.00 
(100.0) 

26700.00 
(lOU.O) 

950U.OO 
(100.0) 

36200.00 
(10u.0) 

17300.00 
(100. ) 

4080.00 
(100.0) 

21380.00 
(IOO.O) 
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did not utilise any portion of the divE>rtE'd fund for mE'E'ting 

expenses under 'Social Necessities' during 1984-65 and 1985-86. 

With reference to Kadavoor sample too, it is seen from 

tabl~ 7.7 that the largest proportion of the fund was utilised 

for the purpose of marriage by beneficiaries in the middle size­

group (2 to 5 acres) during t~ E'ntire p€'riod from 1983 to 1986. 

Beneficiaries belonginlJ to the larger size-group (5 to 10 acres) 

at the same time, SpE'flt the entire fund on E'ducational aspects. 

The foregoiny analysis, thus, indicates that While middle 

farmers (2 to 5 acres) utilised the fund under 'Social Necessi­

ties' mainly for tip purpose of marriage, large farmers made use 

of it for m~eti I1J edUcational needs. 

7.11 The classification of expeuditure under the major head 

'Business Motives' is giwn table 7.8. It is discernible from 

tre table that oeneficiaries owning land less than 2 acres in 

both the samples did not have allY fund to utilisE' under I Business 

Motives' during any year of this study. However, beneficiaries 

in the middle size-group (2 to 5 acres) in Elanji had something 

to spend under 'BusinE-55 Motives' during 1984-85 and ill Kadavoor 

durillg 1983-84 and 1984-85. Though their fund was relatively 

small, in Elanji, they invested the wholE' amount in money lending 

activity_ Their countE'rparts in Kadavoor, on the other hand, 

utilised the whole fund, during 1983-84, for giving donation for· 

securing salaried employment. During 1984-85, again the>y inves­

ted to:> fUIldl though oIlly a meagre amount l in monE'y lending 

activity. 
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It is visible from the table that beneficiaries in the 

size-group 5 to 10 acres utilised 71.0 percent of their total 

fund for giving donations for securing salaried employment dur-

ing 1983-84 in tre case of Elanji. In Kadavoor sample" the 

same category of farmers spent 93.8 percent of the fund for the 

same purpose during the> year. During subse-quent years also 

this '.droup of beneficiaries in both the samp.le-s continued to 

uti.lise almost all of their fund for giving donations with a 

view to secure salaried jobs. At the same time, beneficiaries 

owniIY land above 10 acres, in both the samples, did not utilise 

any portion of the fund in order to secure jobs. As is seen 

from the table, beneficiaries belonging to this size-group uti­

lised most of their fund for investing in money l€fldiug acti vi ty 

or in business. For instance-" during 1983-B4, in Elanji sample" 

the Whole fund a.mounting to Rs.35,,42U.UU was invested in money 

lE'uding. During 19B4-B5, of the total fund of Rs.53#7UU.OO" 

Rs.30"OUO.OO (55.9 percent) were invested in money lending and 

the- remaining Rs.23,70U.OO (44.1 percent) in business or trade-. 

Again, out of the> total fund Rs.50,OOO.OO (72.6 percent) WE're 

invested in money lending activity and tiP remaining Rs.23,OUU.0 

(27.4 perce-nt) were invested in business or trade, during 1985-

86. In the case of Kadavoor sample too, bE>neficiaries belong­

iny to this group utilised a major portion of their fund for 

investment ill money .lending and the re-maining portion of it in 

business or trade. 

The above analysis shows that beneficiaries owning land 

more than 5' acres only had enouyh fund to utilise under the major 
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head • BUsirJess Motives t • While farmE'rs belonging to the size-

group 5 to 10 acres made use of the fund mainly for giving do­

nations to secure salaried job, those in t~ size-group of above 

10 acres utilised it for business or trade activities. 

7.12 Tables 7.9 and 7.10 show the classification of fund uti-

lised under thE? major read • Otters' in Elanji and Kadavoor 

samples rE'sp;!ctively. Repayment of old debt owing to institu­

tioual and non-institutional ayencies and expenditure due to the 

release of mortgaged deeds aud pledges from t.hese-agencies are 

included under this head. As per the table, it is seen that 

beneficiaries ownifl:g laud more than 5 acres did not utilise any 

portion of the diverted fund on tnis account as far as Elanjl 

sample is ccucerned. In Kadavoor sample too, the situation 

remained thE> same but for the repayment of old debt OWing to 

institutional agenciesl during 1985-86. AS is discernible from 

table 7.9 bellE'ficiaries in tre s ize-group 1 to 2 acres in Elanji 

sample ut.ilised 53.8 percent of their fund in order to release 

mortgaged deeds from non-institutional agencies during 1983-84; 

the remaining 46.2 ,percent of the fund was used for releasing 

gold pledged with them. At the same time farmers in the size­

group 2 to 5 acres made use of their fund in full for repaying 

old debts owiulJ to non-institutional agencies. During 1984-85, 

it is seen that beneficiaries belonging to the lowest two size­

lJroups (below :2 acres) utilised the Whole fund for the release 

of gold pled<Jed with non-institutional agencies. At the same 

time farners in the size-group 1 to 2 acres made use of their 

fund for releasillg mortgaged deed from non-institutional agencies, 



Table: 7.9 She-whe Classjfjcatjoe of Elled lIede:!: 'OtbeI:s' 
(Elanj i) (in Rs.) 

Size of tOthers' 

~ Holding Repayment of Release of Release of 
10 (Acre) Old Debts ow- Mortgaged Deed Pledge (Gold) Total Fund Q) 

>- 1n9 to from from 
I.A* N-loA* LA N-I.A loA N-I.A 

less 
than 
0.5 

0.5-1 

1-2 Nil Nil Nil 2100.00 Nil 1800.00 3900.00 
~ 
ex) 

(53.8) (46.2) (100.0) 
I 2-5 4560.00 Nil Nil Nil Nil 4560.00 

M 
(100.0) (100.0) ex) 

0-..... 5-10 

above 
10 

Total Nil 4560.00 Nil 2100.00 Nil 1800.00 8460.00 
(53.9) (24.8) (21.3) (100.0) 

less 
than Nil Nil Nil Nil Nil 300.00 300.00 0.5 (100.0) (100.0) 

0.5-1 Nil Nil Nil Nil Nil 740.00 740.00 
(100.0) (100.0) 

1-2 Nil Nil Nil 2476.00 Nil Nil 2476.00 
If) (l00.0) (l00.0) co 
J 2-5 Nil Nil Nil 2960.00 Nil 6600.00 9560.00 
co (31.0) (69.0) (100.0) 0-..... 

5-10 
above 

10 

Total Nil Nil Nil 5436.00 Nil 7640.00 13076.00 
(41.6) (58.4) (100.0) 

less 
than 
0.5 

0.5-1 443.00 1089.00 Nil Nil Nil Nil 1532 .. 00 
(28.9 ) (71.1) (100.0) 

-0 1-2 Nil Nil Nil Nil Nil 4000.00 4000.00 
co (100.0) 
I 

If) 2-5 7203.00 Nil Nil Nil Nil 2142.00 9345.00 ex) 

'" (77.1) (22.9) (100.0) ..... 
5-10 

above 
10 

Total 7646.00 1089.00 Nil Nil Nil 6142.00 14877.00 
~ 51. 4) P.31 (41.3) (100.01 

I.A*: Institutional Agencies. N-I.A: Non-Institutional Agencies. 
Figures in brackets indicate 
Source: Sample Survey 

pE'rCE'fltage. 



Table: 7.10 Size-wise Classification of Fund Under 'Others' 

Size of Repayment of 
Holding Old Debts ow­
( Ac re ) .:,i.:,;.nq:a..,..t;.;o:;.......,.".--:::,.....,._ 

LA* N-I.At-
less 
than 
0.5 

0.5-1 
1-2 

2-5 

5-10 
above 

10 

Total 

less 
than 

0.5 
0.5-1 

Nil Nil 

Nil Nil 

Nil Nil 

1-2 Nil Nil 

2-5 2000.00 Nil 
(11.5) 

5-10 
above 

10 
Total 2000.00 Nil 

(11.1) 

less 
than 
0.5 

0.5-1 
1-2 Nil Nil 

2-5 5708.00 Nil 
(72.7) 

5-10 3000.00 Nil 
(100.0) 

above 
10 

Total 8708.00 Nil 
(78.1) 

(Kadavoor) (in RS.) 

'Others t 

Release of 
Mortgaged Deed 

from 

Nil 

Nil 

Nil 

556.00 
(lOO.O) 
Nil 

556.00 
(13.6) 

Nil Nil 

Nil 2730.00 
(15.7) 

Nil 2730.00 
(15.1) 

Nil Nil 

Nil Nil 

Nil Nil 

Nil Nil 

Release of 
Pledge (Gold) 

from 
I.A N-l.A 

Nil Nil 

Nil 3542.00 
(100.0) 

Total 
Fund 

556.00 
(100.0) 
3542.00 
(100.0) 

Nil 3542.00 4098.00 
(86.4) (100.0) 

Nil 650.00 650.00 
(100.0) (100.0) 

Nil 12660.00 17390.00 
(72.8) (100.0) 

Nil 13310.00 18040.00 
(73.8) (100.0) 

Nil 300.00 300.00 
(l00.0) (100.0) 

Nil 2142.00 7850.00 
(27.3) (100.0) 

Nil Nil 3000.00 
(100.0) 

Nil 2442.00 11150.00 
(21.9) (l00.0) 

I.A* Institutional Agencies. N-I.A+ Non-Institutional Agencies. 
Figures in brackets indicate percentage. Source: Sample Survey 
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while thosE' in the next hig ter group used 69.0 percent of the 

fund for releasiny gold and thE' remaining 31.0 percent for 

relf?!asing mortgaged deed from non-institutional agencies. During 

19fj5-86, beneficiaries be>longing to the size-group 0.5 to 1 acre, 

utilised 28.9 per cent of their fund for the payment of institu­

tional dues and the remaining 71.1 pe>r c~nt for clearing non­

institutional debts. At t~ sam€' time farmers in the size-group 

2 to 5 acres made use of 77.1 per CE'nt of the>ir fund for repaying 

old debts due to institutional agencies and the remaining portion 

for releasing gold pledged with non-institutional agencies. 

'rhus, the table reveals that during 1983-84 and 1984-85 

a major portion of the fund under • ottlE'rs' was used for releasing 

gold and collaterals pledged with non-institutional agencies. 

However, during 1985-86 a significant portion of the fund was 

used for the repayment of old debts owin:.J to institutional a'Je-ncies. 

In the case of Kadavoor sample too, the lion' s share of 

tre fund was utilised for relE'asing co11atera1s aud gold from non­

institutional agencies during 1963-84. However, a small portion 

of the fund during 1984-85 and a major portion of it during 1985-

86 were utilised for clearing debts owiug to institutional agencies. 

The inference from the fOJ..eyone discussion i6 that only 

lower and middle groups of farmers madE' use of the diverted fund 

for repayir)'J old debts alld releasing mortgaged deeds and pledged 

gold. Whereas, small farmers utiliseod most of the fund for 

releasing mortyayed deeds and pledged gold from non-institutional 

agencies, the middle farmers made use of it for repaying insti­

tutioual debts too. 
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7.13 Factors, on the part of institutioual agencies, such as 

defective lending policies, lack of supervision and target-ori­

ented lending programmes were also conducive to the diversion 

of credit. AS these factors originate E'ither due to tre unima-

ginative policies of finanCial institutiolls, or because of the 

inadequatp strength of bankir~ staff or due to their laxity, it 

is likely that the influence of these factors work irrespective 

of the asset position of beneficiaries. Therefore~ any attempt 

to analyse the influence of such factors ou various catelJories 

of farmers in diverting the agricultural credit seems to be 

irrelevent. However ~ to obtain all idea about the perf ormance 

of iustitutional agencies as the custodians of 'Supervised 

creditt~ details regarding their supervisory aspects collected 

from the samples are preseflted in table 7.11. 

It is discernible from table 7.11 that, of the 33 loans 

granted in Elanji during 19B3-84, only 3 (9.1 percent) loans 

were verified in the field. Similarly# 6 (15 percent) loans in 

1984-85 and 4 (8.3 per cent) loans in 1985-86 were verified for 

their utili sation. The proportions of loans to total number of 

loans verified in the field stood very low durin~ the entire 

period from 1983 to 1986, in the case of Kadavoor sample too. 

The table also reveals that there had been no attempt by 

institutional agencies to render followup assistance to benefi­

ciaries in both the samples during the entire period. 
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It follows from thE' abo'\R discussion that the extent of 

supervision on agricultural credit, by institutioual agencies 

has not been to the required level. Though we cannot argue 

that diversion of credit takes place only because of inade-quate 

supervisioll, we may, however, say that better supervision would 

have reduced the magnitude of diversion. 
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CHAPTER VIII 

§.!:!~sx AND C~USION 

The prE>sent st.udy is an attemVt.; at t.he empirical 

level, to examine the impact of illstitutlonal finance on 

agriculture. It may be noted that thE> study has been 

undertaken against the background of multi-agency system 

in thE' field of institutional finance for agriculture. 

The multi-agency system 
} 

otnerwise known as too I New 

Approach' apart from providing adequate credit to cUlti-

vators envisages a change in the diLection of institutional 

credit in favour of the> small and marginal farmE'rs. In 

othE'r words; tre new approach aims at providing adequat.e 

credit without. being biased for size of tloldiugs. AS in 

the rest of India banks and co-operatives are the major 
I . 

operatoLs of agricultural credit in Kerala. As per the 

All-India Deot aud Investment Survey 19H1-ti2 conunercial 

banks and Co-operat.ives to<JethE>r accounted for 82.2 p:or 

cent of tre total institutional credit suppliE'd to culti-

vators in Kerala. Hence, the study has been confined to 

examine the impact of credit 011 agriculture; supplied by 

these two agencies only. 

H.2 The major object.ives of t.he study were: 

1. to analyse the natuLe of l:.>Orrowal and the criteria 

for credit distribution aruOI),;! different cateyoriesof 

farmers; 
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L. to ascertain the> nature of credit utilisation by different 

categories of farmers, 

3. to identify the important factors that induce boJ:Towers of 

different size-c lasses to divert credit, 

4. to examine overdues position among different c lasses of 

farmers and 

5. to understand tre socio-economic situation in which credit 

diversion and debt accumulation take place. 

In pursuan~e of too above objectives the following hypotheses 

were formulat~d. 

1. Institutional credit could not replace small peasant's 

dependence on rural merchants and money lenders, 

2. The magnitude of borrowing by cultivators from institutional 

agencies is independent of the farmers need for agricultural 

credit or their farm liquidity. Indeed, it depends on the 

credit availability and cLeditworthiuess of the cultivators, 

3. Diversion of agricultural credit is a usual practice among 

land holders of all size-classes. 

4. Increased supply of institutional finance could not substan­

tially cC(ltribute to the growth of capital equipneuts in 

agriculture, aud 

5. Institutional finance to agriculture can prevent cultivators 

from beillg dispossessed of their capital assets as well as 

valuables like gold ornaments. 

The study has made use of secondary data published by 

various agenCies, the major amollg them were the Reserve Bank 
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of India; Government of India; Department of Agricultuz:e# 

Government of Keralai Oil:'ectorate of Economics and Statistics, 

Government of Kerala; state Planning Board, Goverruuent of 

Kerala etc. However, as the study is mainly related to the 

utilisation aspects of credit for which adequate secondary 

data and literature aLe not available, a primary inquiry us­

ing survey schedules was conducted. The field study was 

conduct.ed in two select.ed villa~es of Ernakulam revenue 

district in Kerala. The sample size for the field study in 

the district included two taluKs# two villages' and BO culti-

vators. The samplE' villages had 4 scheduled banks includ-

1ng 2 lead bank branches and 2 service co-operative banks 

during the reference period. (For the criteria of sample 

selE'ction, please see, 1.1.4 .. ) This st.udy covers a period 

from 1983-H4 to 1985-86. ThE' field st.udy was conducted in 

three phases; one viSit each to a sample household in every 

YE'ar. 

8.3 A comparison of various economic characterist.ics bet-

ween sample beneficiary households of Eianji and l<adavoor as 

revealed by the study is summarised below. 

Both the samples exhibit Similarity with regard to the 

distribution of farm size holdings. In both the samples, 

there was predominance of middle farmE'rs (OWning land between 

~ and 5 acres). However, ill bot.h the samples, the ownership 

of land was concentrated in the largest sizE'-yroup (holdings 

above lU acres). For instance, during the entire period of 
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t.he study, 15 percent households belonging t.o the larg~st 

size-gLoup (abowo 1U acr~s) own~d 45.4 percent of the total 

land in Elanji sample. Similarly, 15 percent hous~holds 

belonging to the same size-group owued 44.23 peorcent of the 

1 a-ld in Kada voor: sample. 

Of the total land 15 percent in Elanji and 14.48 per­

cent in Kadavoor were wet lands. This proportion continued 

throughout the entire feriod from 1983-84 to 1985-86, in 

oath the samples. This Impli~s that tbere had bE>en hardly 

any tendency for the inter-conversion of land, as far: as 

both the samples are concerned. AS regards irrigat.ion, it 

is observed that the exteut of area under irriyatioll through­

out the !JE'riod of this stUdy was directly related to the 

exteut of land assets owned by beneficiary household in both 

samples. The study has also revealed that the ext.ent of 

land owned by various categories of farmers in both the samples 

did not change throughout th~ period of the stUdy. This 

indicates that there had been no addition to or subtraction 

from the stock of land assets owned by households in both the 

sampl~s, duriny the three years under r~ferenc~. 

As regards leasiny of land, it is found, that bene­

ficiary households in the size-group below 1 acre were neither 

lessors ndr·le~sees as far as both the samples were concerned. 

H~~ause these yrou!Js did not own much land, thE> possibility 

of leasing out their land was ruled out. At the same time, 
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because of their poor asset worthiness, they were not CQI­

sidered worthy of entering the lease market. Lessees in 

both the samples belonged to the size-group of 1 to 2 acres 

and 2 to 5 acres. This indicates that ttese groups were 

considered to be relatively more enterprising. The stUdy 

has also revealed that in ooth the samples lessors cousisted 

of beneficiary households belonging to the largest two size­

groups. AS it is found that the extent of land leased out 

and laId leased in had been increasing year after year, it 

is inferred that, tenancy which stands legally abolished in 

Kerala has reappeared. 

Details of agricultural implement.s owned by ~()eficiary 

households in both the samples, reveal that spade, sickle, 

plough, Hammer, Sprajer, Rubber Holler and Pumpsets were their 

major implements. Analysis of data related to these items, 

reveals that t~ value. of the physical stOck of agricultural 

implements owned by farmers and cultivators was directly 

related to the size of their land holdings. Further, it is 

observed that in both the samples, though the value of the 

stock of agricultural implements had been declining over the 

three years, there tad bE>en (10 significant change in the 

physical stOck of these items. This indicates that there 

had been no growth in the stock of agricultUI:al implements 

owued by farmers in both the samples. 

ti.6 Similarly, as regards livestock assets, it is seen 

that large farmers shared larger proportions of the total 
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value of livestock aSSE'ts owned by all households, duriug the 

three years of stUdy. However, it is observed that the 

physical stock of assets owned by bE?neficiaries of both the 

samples remained more or less the same during the entire period. 

ThE' importaIlt observations which follow from the ana­

lysis of land, livestock and agricultural implements are as 

follows. 

1. There had be>en uo significant addition to or subtraction 

from the extent of land owned by various households dur­

ing the entire peoriod of the study. 

2. The physical stock of major agricultural impleI1lE'Ilts owned 

by the sample households remained more or less the same 

throughout the peLiod of the study. 

3. There had been no significant increase or decrease in the 

physical stock of livestock assets during the period, and 

4. The stock of agricultural implements and livestock assets 

owned by various size-grou~s of farmers was directly re­

lated to the size of their holdings. 

'rhe analysis of data on income and expenditure of be­

neficiary households in both the samples reveals that annual 

incomE' exceeded annual expenditure in the case of households 

belonging to the category owni ~ land above 2 acres. 

Regarding cropping pattern it is found that 55.9 PE'r­

cent of the gross cropped area in Elanji sample and Sti.4 per­

cellt of the gross cropped area in Kadavoor sample were under 

food CLOpS such as paddj, coconut, tapioca and vegetables. 
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of the gross crop.I:-'E'd area, 36.8 percent in Elanji, and 33 per­

cent in Kadavoor were under rubber, duriuy 19t:)3-~4. The area 

of cultivation of these food crops had bE'en decliuiny conti-

uuously during sUbsequent years. However, it is observed. 

that tn:- area under rubber cultivation had be>en continuously 

increasiuy during thE' entire period from 19B3-~4 to 19~5-86. 

AS regards productivitj, it is noted that changes in the pro­

ductivity of food crops o~r the three years had not been 

steady. At the same time, the productivity of rubbE'r regis-

tered a continuous increase during the entire per:iod. Thus, 

the analysis on production and productivity of important crops 

br iugs out the followiny observations. 

1. Both the {let area and gross area of cultivation in the 

samples had been continuously declining during the entire 

period fran 19~3-84 to 1985-86. 

2. The changes in productivity of major food crops like paddy, 

coconut, tapioca and vegetable had not oeen steady during 

the l->er iod. 

3. The area of cultivation, }.>roduction and productivity of 

rubbE>r had been going up cQ"ltinuous 1y throughout the period. 

It. may bE> inferred from the analysis that during the period 

of study there had been a definite swing towards the cul­

tivdtion of cdsh crops at the expense of food crops. 

AS per the first obojective of the study, the sources 

of borrowings and the pattern of credit distribut.ion among 

different farm sizes of both Elanji and Kadavoor samples, 
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during tt~ IJE'r iod from 19t:S3-~4 to 1985-86 are examined. 

Hesults reveal that almost all households, irrespective of 

tre size of their land holdings, had availed agricultural 

Cl.edit from institutional agencies. Analysis of data wit.h 

refere(J~ to institutional borrowings, according to the size­

gL'OUp, reveals that only small (holdings below 2 acres) and 

middle farmers (hold1.I1gs between 2 and 5 acres) had resorted 

to (lon-iustitutional cL.edit in all the three years of this 

study. This is because of their poor accessibilitj to iu-

stitutional sources. 'fhe followiuJ reasons can be attributed 

to this: 

(l~ lack of cr-editworthiness aud (2) inability to weild in-

fluence upon institutional leuders. The aualysis, thus, 

shows that the old criterion of credit worthiuess still in­

fluences the lendir~ policy of credit institutions. AS 

regards the amount of credit from institutional sources, 

there existed a direct. eelatiollship .between the aver-age amount 

barr-owed and the size-group to which the bDrrower belonged. 

It is also obsE'rved that not only thE" ma',lnitude of boreowing 

but also the feequencj of it. weee directly eelated to the 

size of laud holdings of th? boeeower. ThUS, a bias towaL'ds 

big faemees in the lending operation of iIlstitutional agencies 

is o1)seeved. This is tr ue ill the casE' of both the samples. 

This may proba.aLi be th? rE'slllt of social and political in­

fluencE' these ~eoups wield. 

In the case of non-institutional ceE'dit, as loans are 

not disbuLsed on the basis of the extent of land, it is not 
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possible to establish any relationship bE>tweE'll the ass€>t­

position of the borrow€>r and thE> amount of credit. Analysis 

of data reveals that households belowJing to all size-classes 

had availE'd snort-term credit, in both the samples, during tte 

period of the study_ In the case of cultivators with sound 

farm liquidity or sufficient reillvestible funds, shoLt-term 

loan is not necE'ssarj_ But it is found that a large propor-

t.ion of the cultivators belonging to the largest two size­

groups, who had enou(Jh reinvestible surpluses dur iny all the 

years under- referellce had availed short-term credits from 

institut.ioual agellcies duriuy ttx:'se yE'·~rs. It is also obser-

ved ti)at large farm€'rs in both the samples has shown apr€>-

fer€>uce for short-term loans. The fact that surplus income 

earning households who could have undertaken seasonal Opera­

tious of agricultux:e without recourse to institutional cl.-E'dit 

had availed crop loans during all the three years is indicative 

of the defective lending policy pursued by institutional 

agencie s. 

AS regards terms and couditions of illstitutional credit, 

it is SE'en tlJat bank loans as WE'll as co-operative loans dis­

bULsed during the entiLe pel.-iod fL<n 19b3-84 to 1985-80, were 

s€>cur ity-ox:iented. A scrutiny of data xelated to this reveals 

tnat t~ tip€' of securities against which advances were mad€> 

varied with tte size-qroulJ to which the beneficiary belonged. 

In fact, the analysis indicates that, While well-off farmers 

who owned land above 5 acres were accessible to institutional 
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finance for a9riculture with light. aod just needed securities, 

middle and small fa.Illlers who owued ldnd bf.-:.low 5 acres needed 

strong and liquid collat.erals to yet access to institutional 

credit for agriculture. It is also found t.hat interest .tat.es 

on ayricultural loans vary from iustitution to institution. 

with reference to terms and conditions, non-institu­

tional credit differs from institutional credit. The analysiS 

of data regardill;"l security points out that non-institutional 

agencies had shown preferenCE' to gold as security against lend-

ing. It is seen that the rate of ill terest charged by non-

institutional agencies had steadily aud continuously increased 

over the three years under reference. It is also found that 

th?y often charged relatively high rate of interest for loans 

against land mortgaye. This may be to com,lJensate larger risk 

involved in tre recovery procedure connected with such 10a(1s. 

8.10 The second objective of tre study was to ascertain the 

natU.Ie of utilisation of borrowed funds among differE-ut farm 

size-qroups in Elauji and Kadavoor samples. The analySis 

indicates that the proportion of credit utilisation in general, 

was very small compared to the amount OOr. rowed. Further, it 

shows that the productive utili sation of credit was less among 

small and big size-classes, ~mile a higher proportion of the 

bOL-rowed amount was productively utilised by the middle category 

(L to 5 acres) of farmers, in both the samples duz:ing the pE'riod. 

A dE-tailed analysiS regarding the proportion of credit utilisa-

tion vis-a-vis tne purpOSE'S for which loans were obtained shows 
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neither any positive nor any lIegat.ive relationship between the 

size of holdings and the extellt of credit utilisation, with 

respect to short-term credit. It is found that both big and 

small farmex-s diverted production credit (short-term credit) 

almost in full, While middle farmers productively utilised 

only a portion of it. As regards mid-term and long-term 

credits, thE' proportion of credit availed by households OWIl­

iny land below ~ acres was insignificantly small. A scrutiny 

of data x-elating to the utilisation aspects of term credit 

reveals tt2t, while middle (2 to 5 acres) farmers utilised 

ceut p:'L-ceut of the term credit availed by thE'm, large farlllE'rs 

(abOve 5 acres) diverted a significant portion of the term 

credit for non-agricultural operations. 

The fourth objective of the stUdy was to examine the 

nature of repayment and overdues position among farmers belong­

ing to different size-groups. The analysis of data relating 

to repayment and o\erdues in relation to short-term credit, 

indicates that both small and big farulE'rs in both the villages 

were tne major defaulters. In comparison, the> performance of 

t.hose in the middle size-gz:oup was far bett€'r, even though 

they too did not repay credit in full. 

Analysis with reference to repayment of mid-term credit 

reveals that in the case of Elanji, only 6.1~ percent of the 

total amount de>mauded for repayment was made on 3Uth June 1984. 

AS on 30th June 1985 and 30th June 1986, t~ proportions of 
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repayment were ~2.50 percent and 20.40 percellt of the total 

amount demanded. 

In the case of the Kadavoor sample-, ce-nt percellt of 

ttle total amount demanded for repayment was made as on 30th 

June 19H4. But thE> proportions of rE'payment were 33.78 per-

cent and 18.29 percE'nt of tre total amount demanded as on 

30th June 1985 and 30th June 1986. A size-wise analysis 

reveals that, in Elanji, farmers owning land(less than 2 acres) 

did not avail mid-term credit during any year of the study. 

Similar 1i, irl Kadavoor, as regards this category there were 

no mid-term credits during 1983-84 and 1984-85. With resfRct 

to repayment, in Elanji, beneficiaries belon<Jlng to the middle 

size-group (2 to 5 acres) repaid cent percent of the mi.d-term 

credit during all the years. In the case of Kadavoor, this 

cateyory made cent ,Percent repayment. during 1983-64 and 1984-

65. However, they could repay only 70443 percent of tre 

total. amount demanded during 1985-06. Beneficiaries in the 

size-group 5 to 10 acres in Elanji, repaid 33.33 percent of 

the total amount demanded while the largest size-group(above 

10 acres) made cent percent repayment as on 30th June 1984. 

However, as on 3Uth June 1985, in the above sample th:> pro­

portion of repayment stood at 22.60 percent and 6.09 vercent 

of the total amount demanded with respect to size-classes 5 

to 10 acres and above 1U acres. Duriny 1985-H6, these pro-

portions were 16.24 pE'rcent and 6.65 percent. In the case 

of Kadavoor, beneficiaries in th:> largest size-group (above 
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10 acres) did not repay any amount during 1984-85 and 1985-86. 

The foregone discussion reveals that the repaying per­

formance of beneficiaries belonging to the largest two size­

I"Iroups were very poor, while farmers in the> middle size-group 

(2 to 5 acres) exhibited a very €'ncouraying trend ill repaying 

mid-term credit, in time. 

AS r€'gards lony-term credit, it may be lloted that 

fanners owning land below 10 acres in Elanji and 5 acres in 

Kadavoor did not avail long-term credit during the period 

under reference. In the case of Elanj i, of tre total amount 

demanded for repaJ'lllE'nt as on 30th June 19t;j4. 30th June 1985 

and 30th June 1986 nothing was repaid. In Kadavoor, bene­

ficiaries belonging to the> largest size-group (above 10 acres) 

repaid 15.55 percent of the total amount demanded for repay-

ment as on 30th June 1985. Beneficiaries in the size-group 

5 to 10 acres repaid tI.50 percent of the total amowlt due as 

on 30th JW1E' 1986. As on this date those in the largest 

s1ze-group repaid 11.20 percent of the total amount demanded. 

Thus, the analysis of data relating to repayment and 

overdues leads to the following conclusions. 

1. The repaying performallce of borrowers, in l"Ieneral was 

very poor. 

2. Because of the mountl.ng overdues year after year there 

developed yrowiny illdebtedlless among farmers. 

3. Both big and small farmers did not care for prompt repay­

ment of loans while middle fa.tmers (2 to 5 acres) were 
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(For details, please 

The third and fifth objectives related to the ideuti-

fication of the important socio-economic factors that induce 

borrowers of different size-classes to divert agricultural 

crE'dit. The analysis relating to this also has assessed the 

magnitude of credit di\ersion among different categories of 

farmers. A scrutiny of data relating to the diversion of 

credit shows that benE'ficiaries belontJing to ttJ:- lower size­

groups (beloW 2 acres) as well as those in t~ largest size­

group (aooVE' 10 acres), in both the samplE's, divE'rted short­

term crE'dit in full. 

However, beneficiaries belonging to ttJ:- size-group 1 

to 2 acres diverted 7H.S0 percent, 82.32 !-Rrcent and 75.15 

vercent of thE' total short-term credit during 191:D-84, 1984-

85 aud 1985-66 respectively in the case of Elanji, while their 

counterparts in Kadavoor diverted 10U.(JO percent, 72.00 peor­

ceIlt and 64.07 percent respectively during the same p:oriod. 

Beueficiaries in the middle size-group (2 to 5 acres) diverted 

64.01 l>E'rcent, 64.00 percent and 66.69 percent of the> short­

term credit during 1983-b4, 1964-B6 and 1985-66 respectively, 

in Elanji, while their counterparts in Kadavoor diverted 64.56 

percellt, 57.22 percent and 57.84 percent resj:E>ctively duri flJ 

the samE' ~riod. In the case of those belonging to larger 

size-groups (5 to 10 acres) the proportion of the short-term 
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credit diverted st.ood at 95.13 percent, 100.00 perceJlt and 

100.00 percent respectively in E1anji and 93.33 percE'ut, 

97.01 percent and 91.11 percent respectively in Kadavoor 

during 1983-84, 1984-85 and 1985-86. 

AS rE'gards mid-t.E'rm credit, farmers in the middle 

size-group (2 to 5 acres) did not divert any portion of the 

credi t during thE' p:?riod of st.udy. But thoSe in the sizE'­

group 5 to 10 acres diverted 12 p:-rcent of the credit during 

1985-86 .. ill Elanji. BeuE'ficiaries belonging to the largest 

size-group (above 10 acres) in Elanji diverted 5U.0 percent 

of the mid-term credit availf"'d durinlJ 19B3-84. However, 

in their case, ttl?re was no diversion during 1984-85 an::i 

1985-86. 

Wi th respect to long-term credi t, thE> larges t size­

group (above 10 acres) in Elanji, diverted 83.33 perCE'llt of 

it during 1984-85 and 55.56 percent during 1985-86. AS 

regards Kadavoor, bE'neficiaries of t~ middle size-group (2 

to. 5 acres) did not divert any portion of the long term 

credi t. But those in the largest size-group (above 10 acres) 

diverted 55.05 percent of thE' credit during 1984-85. Those 

in t.he size-group of 5 to 10 acres who werE> the only bene­

ficiaries of long-term credit during 1985-86, divertE>d 66.25 

percent of the same. 

Thus, the foregone discussions can be sununarised as 

follows: 
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1. Beueficiaries belonging to the lowE"r size-group 

(below 'l. acres) as well as thOSE" in the highest 

size-group (above 1U acr€'s)~ in both t~ samplE's~ 

di vertE"d short-term crect! t in full. durilXJ all the 

years of study. 

2. B€-neflciarles in the middle size-group (2 to 5 

acres) diverted relatively only a small. proportion 

of the short-term credit. 

3. Among the> beneficiaries of term credit (mid-term 

and long-tenn), in both the samples, the largest 

two size-groups divE'rted a sigIlifican t portion of 

credit, While the middle size-group did not divert 

any portion of it during any year under reference. 

On examining the.> various socio~conomic factor 5 

that induce farmers for diverting agricultural credit, the 

followin=J factors viz.· (1) Economic Exigencies (2.) • SOCial 

Necessities' (3) 'Business Motives' and (4) 'Others' come 

to the forefront. 

Economic exigencies include all annual expenses in-

curred on consumption of food, clothing and me>dicim."'. All 

E'xpenses due to marria~e (including dowry) and death and 

money spent for ti"P construction or m,3intenance of residen­

tial buildings and expenses associated with edUcation etc. 
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are clubbed under • social Nec€'ssi ties I • 'Business Motives' 

consist of all money investments with a view to reap profit 

or interest. Investments iu money l€'nding and business or 

trade, aud douations for employment are included under 

• Business Motives'. Expenses due to repayment of old debts, 

releasiry mortgaged deeds and pledged gold are included in 

• Others' • 

The analysis, thus, reveals that in Elanji as a whole, 

59.6 percent, 51::S.5 percent and 66.0 perc€'nt of the diverted 

amount was utilised under lBusin€'ss Motives' during 1983-ti4, 

19tj4-BS and 1985-86 respectively_ In the cas€' of Kadavoor 

the corresponding proportions were 69.9 p€'rcent, 69.7 percent 

and 63.5 percent. AS regards ·Social NE'cE'ssities' the' pro-

portions at the> all holdir~s level were 27.7 percent, 23.6 

percent and 16.0 percent i.n the> case of Elanji and 22.5 per­

cent, 16.7 percent and 19.7 percent in too case of Kadavoor 

during 191::S3-84, 1984-85 and 1985-86 respectively. During 

these years, proportions of the> diverted amount utilised Wlder 

'Economic Extgencies' stood at 5.5 percent, 7.7 percent and 

B.9 percent respectively for Elanji and 4.7 per~eut, 5.2 per­

cent and 6.6 percent respectively for Kadavaor. Of the total 

amount ill verted each year 7.2. percent in 1983-B4, 10.2 percent 

in 1984-1::S5 and 9.1 percent in 1985-1::S6 we-re- uuder the major 
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head 'others' for E.l.anji, and the corresponding proportions 

for Kadavoor were 1..9 percent, tj.4 percent and 10.2 percent. 

It is, thus, seen that in each sample as a whole, t02 

lion' s share of the diverted amount was utilised under 

• Business Motives' during all the years of study. Again, 

it is see>n that 'social Necessities' occupiedsecond priority 

in the case of diversion. The fact that the - largest propor­

tion of the diverted amount was utilised under 'Busine>ss 

Motives', indicates that a significant portion of the insti­

tutional credit for agriculture was diverted to non-agricul­

turdl aIld-lucrative activities. 

A further break-up of t02 data according to the size 

of holdil)(Js reveals that while beneficiaries belonging to 

lower size-groups (below 2 acres) made use of the diverted 

fund mainly to meet their expenses connect.ed with 'Economic 

Exigencies', treir counterparts in the middle size-groups 

(2 to 5 acres) utilised its major portion to co \er expeuses 

tha t fall under • Social Necessi ties • • A t the same time, 

beneficiaries in the larger size-group (5 to 10 acres) 

diverted the lion's share of the fund to 'Business Motives I, 

while those in the lac<,Jest size-<,Jl:oup (above 10 acx:es) made 

use of the entire fund for investment that fall under 'Busi­

Iless Motives' (For details please see 7.B). Again. it is 

found that, while beneficiaries in the lower size-group 

(below 2 acres) spent a lar<,Jer proportion of the fund under 
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, Economic Exigencies'
f 

on food, those in thE? middle size-group 

(;. to 5 acres) spent only a lower pX'oportion on food. During 

the entire period from 1983 to 1986, beneficiaries in the 

middle size-group had been exhibiting a tendency to spend, 

relatively a larger proportion of the fund under 'Econanic 

Exigencies', on medicine. (For details, please see 7.9) 

It is also seen that while middle farmers (2.to 5 acres) 

utilised the fUnd under 'Soc.ial Necessities' mainly for the 

purpose of marriage. farmers in the larger size-group ( 5 to 

10 acres) made use of it for meeting educational needs (For 

details please see 7.10). Further, it follows from the 

analysis that beneficiaries owning land(more than 5 acres) 

only had enoUsJh fund to utilise under • Business Motives'. 

While farmers in the size-group of 5 to 10 acres made use of 

the fund mainly for giving donations to secure salaried job, 

those in the size-group of above 10 acres utilised it for 

business or trade activities (For details, please see 7.11). 

It is also seen that only lower (bE>low 2 acres) and middle 

(2 to 5 acres) size-groups of farmers made use of the di \erted 

fund for repayiny old debts and releasing mortgaged deeds and 

pledged gold. Whereas, small farmers (l.JE>low 2 acres) uti-

lised the fund under • Others , for releaSing mortgaged deeds 

and pledged gold from non-institutional agencies, the middle 

farm€'rs mad€' use of it for repayiny institutional debts, too. 

(For details, pleas€' see 7.12). 
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ImEact of Institutional Finance on Agriculture. 

credit is only one of the many inputs for agricultural 

operations. But it plays a catalytic or facilitatory role in 

agricultural production process. The need for credit inten­

sifies particularly whe>n a farmer's capital is locked up in 

his land and stock. The importance of institutional credit 

is that it is 'supervised Credit', and institUtions do (lot 

transfer risk in the leuding activity to borrowers. Moreover, 

by thE> introduction of the> multi-agency approach in the field 

of institutional finance, tte old criterion of 'asset worthi­

ness' has been replaced by a new approach known as I Need-based 

credit' • All these envisage productive utilisation of credit 

iuorder to iucrease production and productivity of ayriculture. 

Therefore, the imlJClct of institutional finance is examined 

ill terms of increased production and productivity of agricul­

ture. The increase in both net and gross area of cultivation 

is indicative of the extensive nature of cultivation in agri­

cultW:'E>. Similarly, an increoase in the stock of agricultur«l 

implemellts per unit of land implies agricultural growth 

through increased mar<Jinal productivity of labour. A scrutiny 

of details.regarding land OWJ1€'d by beneficiary households of 

both too sample$/ the area of cultivation, prodUction and pro­

ductivity, aud the stock of both the> live and dead stock 

assets during the peoriod from 1983-84 to 1985-86, brings out 

the following observations. 



1. There had be>en 110 significant addition to or 

subtraction from the extent of land owned by 

various households durinlj the entiLe period. 
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2. Both the Ilet area and gross area of cultivation 

had beetl declining during the period from 1983-64 

to 1985-86. 

3. The area under major food crops such as paddy I 

tapioca and vegetable had .been declining during 

th? ~riod under reference. 

4. The area under coconut cultivation also had been 

declining throughout the period. 

S. Production of all major crops such as paddy, 

coconut. tapioca. and vegetable had been conti­

nuously declining, during the entire period, while 

their productivities had been fluctuating. 

6. However. there had been a continuous increase in 

tre production and productivity of rubber during 

the period under refereuce. 

7. The physical stock of both agricultural implements 

and livestock assets remained more or less the 

same throughout the period of stUdy. 

Based on thE> observations, it can be concluded that 

even though a portion (23.96 to 34.41 percent in Elanji and 

14.14 to 33.47 percent in Kadavoor) of the institutional 

credit had been utilised in agricultural operations during 
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the period of study (For details, please see Table 6.1) it 

did not make any positive impact on agriculture in the 

form of in creased production and productivity. The increase 

in area# production and productivity of rub.l:>er, however. ueed 

not contradict the conclusion bE>cause such a growth had 

resulted at the expense of otrer major crops particularly 

food crops. 

COllclusion 

8.14 The major findings of the study are: 

1. Of the 40 households in Elanji, 22.5 percent households 

in 19t13-b4, 27.5 percE>llt in 1984-tl5 and 35.0 percent ill 

1985-86 belonging to size-groups below 5 acres availed 

non-institutional loaus. similarly, in Kadavoor, out of 

the 40 households 15.0 percent. households in 1983-84, 

20.0 percent in 1984-85 and 32.5 percent in 1985-86 be­

lonying to size-groups below 5 acrE'S borrowed from non­

institutional sources. This indicates the growiny de­

pendence of small farmE>rs on non-institutional agencies 

for credit. In view of trese findings, the first hypo­

thesis that institutional credit could not replace small 

veasaIlts'dE>pendenCE> 011 rural merchant.s and money ISlders 

stands trUE>. 

2. In Elanji,&3.33 percent hOUSE>holds belon,:~ing to the 

largest size-group (a.t.>ove !V acrE>s) had surplus incomE" 

(incomE> over all expenses including agricultural) ranging 
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from RS.4~647/- to 3~64~167/- during 1984-85. Still, it is 

found t.hat. t;.tley hau availE"d ShoLt.-tE"rm erE-uit to thE" tune of 

l{s.8,OOO/- on an average during 1985-06. In Kadavoor, 100 

percent of the households belonging to the largest size-group 

(above 10 acres) had surplus income ranying from l{s.65~375/­

to RS.l~64,668/- during 1984-85. It is found that all these 

households could manage to avail short-term credit amounting 

to Rs.4,166.67 011 an average durim!1 1985-86. . Similarly / 

28.6 pE>reent of the' households in Elanji and 16.67 percent of 

thE' households in Kadavoor belollyintj to t1lE' size-group 5 to 

10 acres whose surplus income ra(lgeSb€>tween Rs.38,602/- to 

RS. 52,545/-· dUl:-i r1) 1904-85 availed short-term credit during 

1985-ts6. Again, ll.5 pE'rcE'nt. of the households ill Elanji 

and 5.26 }JercE'nt of the households in Kadavoor belonc,~ing to 

the middle size-group (2 to 5 acres) who had sufficiently 

large surplus income, during 1984-85, had obtained short-term 

agricultural credit to the tune of Rs.2,739.06 all an average 

in the case of Elanji and l{s.2,434.21 OU an average as re­

gards Kadavoor during 1985-86. All these farmers could ~~ve 

done seasonal opE'ration of agriculture without taking recourse 

t.o inst.itutional ayenci~s for short-term agr;icultural credit. 

Henc€'# th? above findings l confirm thE' second hypothesis that. 

t.he rna<Jnitude of borrowiny by cultivator;s fr;om institutional 

ageucips is iudepelldeut of the farmE'rts need for agricultural 

credit or their farm liquidity. Illdeed, it depends OIl the 

credit availability aud credit worthiness of the cultivators. 
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3. The study has revealed that beneficiaries be>longing to 

size-groups bE'low 1 acre diverted credit in full. duriwjI 

ttY:" J=eriod of stUdy. Those in the size-'.Jroup 1 to 2 

acres diverted 72 to 100 percent of the credit, while 

l::>eneficiairies in the middle size-group (2 to 5 acres) 

diverted 43.67 to 64.01 percent of the credit during 

the period under referen~e. Of the tota-l credit availed 

by farmers belonging to the size-group 5 to 10 acres, 

48.51 to 97.U1 percent were diverted while, in the case 

of bE>lleficiariE's belorqing to tre largest size-group 

(abovE' 1v acres) 65.06 to 100 peorceut were diverted 

durinlJ the lJE'riod of stUdy. Hence, the hypothesis that 

diversion of agricultural credit is a usual practice 

among land holders of all size-classes is confirmed. 

4. It has been observe-d from the study that the extent of 

land owned by all the sample households in Elanji stood 

at 213.U9 acres during 1983-84. Similarly, in the case 

of Kadavoor thE' corresponding figurE' was 195.48 acres. 

ThE'se figures remained the same during 1984-85 and 

1985-86, too. 'rhis indicatE'S that therE' was lleithE'r 

addition to uor subtraction fran the area of land ownE'd 

by sample beneficiariE's during the period of study. 

Similarly, the value- of the per capita stOCK of agricul­

tural implements which stood at Rs. 3, 222.10 during 1983-

84 declined to Rs.2,826.51 during 1984-85 and further to 



255 

Hs.2,255.11 in Kadavoor sample as a whole. But, as regards 

Elanji as a whole, th:? valu~ of per capita stock of agricul­

tural implements increased from Rs.2,05U.83 during 19t:l3-84 

to Hs.2,554.49 durin€) 1984-85 and then declined to Rs .. 2344.84 

during 1985-86. It is also observed that t~ physical 

stock of agricultural implements remained the same through­

out the period with the only exception in Elauji dUring 1984-

85. Similar ly, the cattle popuJ.ation in Elanji which stood 

at 73 durin'~ 1983-B4 coutinued to be 73 during 1984-85 and 

1985-86. In Kadavoor sample as a whole, the cattle popula­

tion declined from 75 during 19B3-84 to 72 during 1984-85 and 

furti'W:"r to 66 during 1985-86. III view of the> above findings, 

the hypothesis that increased supply of institutional finance 

could not substantially cOlltribute to the yrowth of capital 

equipnents in agriculture is cCllfirned. 

5. In Elanji, of the total fund diverted by beneficiaries 

in the size-group 1 to2 acres, 47.6 pe>rcent was utilised 

to releasf' mortgaged deeds and pledged gold ornaments from 

lloIl .... illstitutional agencies during 1963-64. similarly, 

20. U PE'rcent aud 26.9 }:ercent. of thE> diverted amount with 

respE'ct to siz~'-group below 0.5 acrf' and 0.5 to 1 acre 

respecti vely were sPE'nt. for the release of pledged gold 

from non-iustltutloJlal agencie s during 1984-85. During 

the SdIne year, beneficiaries in ttl? middle size-group (2 

to 5 acres) utilised 24.7 percent of the diverted amount 
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for releasing mortgaged deeds and pledged gold from non­

institutional agencies. Farmers in the size-group 0.5 

to 1 acre utilised 31.7 percent of their diverted amount 

for the release of hypothicated deeds and pledged gold 

from non-institutional sources, while those in the middle 

size-group (2 to 5 acres) made use of 22.9 percent of 

their diverted fuud for the same purpose durin<;J 1985-86. 

In Kadavoor, farmers in the size-group 1 to 2 acres uti­

liS'?d 29.8 pE>rcellt, l~.l percent and 13.2 percent of the 

diverted fund durir~ 1983-~4, 1984-65 and 1985-86 respect­

ively for the release of mortgaged deeds and pledged gold. 

During the respective years, the middle size-group (2 to 

5 acres) made use of 11.92 percent, 28.ti percent, and 8.7 

percent of their diverted fund for the same purpose. 

Thus, it becomes clear that low interest bearing institu­

tiollal credit for agriculture had bee-n a source of finance 

for small and medium farmers in releasing mortgaged deeds 

and pledged gold from non-institutional financiers. In 

tte casE' of small and medium farmers whose annual expen­

diture exceeds incorre, thE' hypothicated land and pledged 

gold would haVE' certainly been lost, had they not diverted 

agricultural credit for the relE'ase of such items. Hence, 

the hypothesis that iustitutional finalee to agriculture 

calf prevent cultivators from being dispossessed of their 

capit.al assets as well as valuables like gold ornaments 

is coufirmed. Based on tte findings of the study, the 



257 

following suggestions are made. 

(1) Cultivators with su£fic.iE'nt reinvestiblE' surplus 

or sowld farm liquidity should not be allowed to 

avail production credit (short-term credit) from 

institutional ayencies. 

(2) There are mainly two categories of defaulters, 

viz. wilful and non-wilful. In thE' case of wil­

ful defaulters morE' stringent action is to be taken 

by the institutional agencies with t he full support 

of the GovernrnE'lIt.' SinCE> big and influential 

cultivators belong to this group, overdues should 

be collected from them, like land revenue. colle­

ction of such dues from the other groups should be 

made in a convenient {lumber of instalments. 

(3) ProdUction credit advaIl<::ed to small and marginal 

farmers should be tied up with adequate amount of 

consurnptiorl credit in order to delink them com­

pletely from non-institutioual agenc.ie s. 

(4) TOO much emphasis on ta:rgE>ts for deploymE>nt of 

credit should not be given. Rather, credit supply 

should bE> made need-based. 

(5) Institutional agencies Should be well equipped 

with adequate field st.aff and supervisory staff at 

the farm levE'l in order to make sure that t~ credit 

availE'd by any CUltivator is utilisE'd for the pur­

Pose fot"which it is advanced. 
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(6) villaye committees are to be associated with the 

supervisioll and recovery of institutional dues. 

In this regard villagers are to be educated about 

tre objectives of institutional finance. 
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APPENDIC ES 

SOME IMPORTANT STATISTICAL TABLES 

Table a 1. Taluk-wise Details of Workers in Primary . --
Sector Ernakulam District, 1981. 

Percentago 

Taluk Total Cultivator:: Agricul tura of cUltiva-
Main loboures tors on Hair. 
Workers Workers 

Parur 81626 3625 7581 4.00 

Alwaye 111421 14044 24300 12.60 

Kunnathunadu 112257 22051 38534 19.64 

Kothamangalarn 49536 10118 19256 20.43 

Muvattupuzhe 84203 19685 24681 23.38 

Kanayannoor 160362 4125 13569 2.57 

Cochln 110177 627 1927 0.57 
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vii Savil105 

No. Hem 

1. 13;1Ilk 0<'(105iI5 

D('p()~ilS in indiqel1ou", 
2. fil1<lflci .. 1 Institution 

3. 

1\. 

5. 

P. r .IL. l. c. etf;. 

Others ("D"ciIV) 

Gold{othcr valu~bl'! 

11-1

--\ ----, \ ._---- \ ---~I 
~----------------~--- ... _._---- --------

viii Follow-up Oue,tions 

1. 00 you cultiv;He till) whole cuftiv;)olc ;)fea of lulld 

7.. If flO, why 7 (\Jivc code) 

3. Do you empiov W"f]C labour ill agricultural '1r.{ivily 

11. NTJllrbIH of InboUfCr$ you ()ft)ploy illUllIill!y. 

5. Nl.1nlhcr of p(lr~l'ln5 '~nnil~J~d in 'aueL :H-tivity with 
7P1Q rll:uuin;lf Prodllct1v;tY. 

G. 00 you think Il1n\ your linanci;;1 p05ilioll enll be 

Yes/tJn. 

Yes/No 

h~ltrred hy illVp.S\inn morc in nuJiculture. Ye~/No. 

7. If no, c.ltlVOtl point out other men for invcslr!1(!!l1 tll<l' will 
f1rolil"bly ;ldd to yOIll linanci,,1 postion 7 (IllCl1liol1 Ihe sclwl1lp.) 

8. Did YOl! sell lile surplus produce irnlllr.diately hlter thl! lJ<J1vesl. 

9. If yrs wily 7 (Ilive code) 

10. It nO why 7 «(livc code) 

II. Do yoU Iilink thill (lilY b",k will rf';')dily (','elld Il""ded 

fillill1!:ial help whell you ilpplncil it lor all ;lqricult,",,1 credit Yes/No. 

l?. 00 you feci 'IllY dilliculty ill appro~chin!J if bank 

for finallcinl help 7 Yes/No. 

13. " ycs, qive rp.<JSOIl5. (code)· 

11\. Did you hnve to illclIr illlY Ilnduc cxpcndilUrr! ill \j('lIin9 

10"" from Co-opcrntivr .. /8ilnkIGovl. 

15. If Y!?s: <Jive details. 

16. Number 01 d,1Y5 YOIl sPp'"t in qcltinq a 10iln frOIll ,HI 
institution:lf fillallcTrll ;tH~nr.y. 

1 7. NU(11)(~r of day!; you ~pr!!lt in gctttl1{J n IOol1 frOln a 
nOIl-institution,,1 <1nrncy. 

18: Did allY ofliGi<l1 hOf!! institutional IHl')I1CY visit your l;1nd 
10 cheCK whc!h"r Ihe 10:1" WilS utilised for Iflp. <I<;l\Ial :''''POS''. 

19. Did illly ofliciiIl \/i.,i\ yO\!! !~"d \0 r(Jllder allY nssislatlcn 

as a follOW-lip ilttCJ)lPt. 

20, "yes, Hive the lIumber of such visits. 

rho PfOSt'1l1 voluo of your house & 10'111 house. 

22. Whore do you s\Oro your p10duces (cod,,) 

23. To wil"ln YOI) $011 your l"o<llJC"~ (cod,,) 

YcslNo. 

Yes/No. 

Yes/No_ 

2-1. Oid you lon3n Lnlld/ValuniJlt1s corl~l)qlltll1l \0 dobt tedoll1plioll-Oivo 
dotnil1. 
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AppE>ndix III 

conc~pts And Basis of ''';ost c;valuation 

(a) concepts 

1. Net Sown Area - The area of land actually cultivated 

(including cur:rE'llt fallow) by the farmE'r and his family 

irrE'spE'ctive of title or location. The t~rm nE't sown 

area has bt:>en USE'd as siuoutmous to opearational holding. 

l. Gross ~roh-,ed Area - NE't sown area plus area sown morE' 

than once. 

3. Family. LabOur - Members of ttJiE> family who are engaged 

in farm opE>rations. 

4. IncomE' of a household - Annual income from all sourcE'S, 

viz. agriculturE', animal husbarrlry, fishing, employment, 

laud rent, interest on dE'posits etc., othe>r than borrow-

ings. 

5. Expenditure of a household - All annual eXpE"IlSE'S duE' to 

agriculturE', livestock, consumption of food and nOH-
, 

food items, education, health care, clothing, travelling, 

€'utertainments, interest on loans etc., except the rE'-

payment. of loans. 

(b) BasiS of Cost Evaluation 

1. Human Labour 

(a) Hired Human Labour - It includes permanent farm 

servant and casual labour (men, women aud childr~n). 

The evaluation of both has beE>U madE> on thE' basis 

of prevailing waye l.ates in too locality. 
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(b) Family Labour - Prevailing wage rate for hired 

human labour has bE>en applied for men workers of 

the' family. waye Lates paid to casual women 

have been used for assessing the wage of female 

labOur. 

2. Anima 1 Labour 

(a) OWned Animal Labour - On the basis of working 

cost l~r labour day (8 hours work by a pair of 

drouyht animals). 

(b) Hired Animal Labour - At actual rates. 

3. seeds 

(a) Farm Produced - At average farm prices. 

(b) Purchaseod - At actual prices. 

4. Mannures and Fertilisers 

Farm produced marmures valued at prevalent 

markE>t prices. In case of purchased mannures and 

f~ctilisE'rs act.ual cost of purchase is taken plus 

tr~nsport cost, if any. 

S. Irrigation ctlatges 

It includE'S irrigation charges paid to both the 

go ~rnment and others. 

6. Land tax 

Land cess and other taxes paid to the governffi€>nt. 

7. PE'sticides 

Value of pesticides is calculated at actual cost. 
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