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(" Abstract: The problem of indebtedness is age-old and the disheartening aspect is; it has been aggravated further in the recent years. Borrowings and indebtedness are the two )
sides of the same coin, while borrowing is the cause, indebtedness is the result. Increase in borrowings need not increase the indebtedness, unless persistent problems affect the
agricultural prospects. The present study was carried-out with specific objectives; assessing the extent and magnitude of agricultural credit, estimating the composition of
agricultural credit, calculating the targets and achievement of agricultural credit and suggesting possible ameliorative measures. Secondary data for the period 2013-14 to 2017-18
pertaining to total agricultural credit advanced, credit targets and achievements by the major financial institutions in the district were collected from Debt and investment survey
reports of RBI efc. Tabular analysis viz., Averages and Percentages, were used to analyse the data.

Results reveal that, Credit supply by institutional agencies to total agriculture had increased from 2013-14 to 2016-17. In crop loans and agricultural term loans; the share of
commercial banks and co-operative banks were increased, whereas, other banks decreased from 2013-14 to 2016-17. Majority of banks nearly (>90%) had achieved their targets
in plain areas; whereas, they are stil struggling to achieve their targets in tribal and hill areas. The role of cooperative sector vis-a-vis commercial sector is low; this needs
immediate strengthening of co-operative institutions on war-footing. The cumbersome procedure for availing loans from institutional sources should be simplified and further

adequate loans should be provided at affordable rates of interest.
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Introduction

Agriculture is one of the oldest and most important occupations of mankind. In
majority of countries almost half of the economic status directly or indirectly
depends on agriculture. In economic development of any nation, contribution from
agriculture is crucial. Like other industries, Agriculture also requires capital. One of
the most important lessons of universal agrarian history is that the agriculturist
must borrow, due to the fact that his capital is locked up in his lands and stocks.
The output from agriculture depends upon the quantity and quality of inputs used.
Application of required quantity and quality of inputs requires cash, which is
lacking with the farming community in India. For stimulating the tempo of
agricultural production, farmers require adequate and timely credit. There was one
saying that “Indian farmer is bor in credit, lives in credit and dies in credit”. This
situation is owing to resource poorness of the farmers. In India, after
independence a number of institutions have been promoted to provide farm
finance. High interest rate for agriculture credit has caused serious exploitation
resulting in farmers’ indebtedness causing serious concern over a century.
However, the same credit may become catastrophic when it is employed for non-
productive purposes other than for agricultural production. A critical examination
by Patel (2009) revealed that, 76.1 percent of borrowed capital is being used for
non-productive purposes [1]; share of non-institutional borrowers was 68.4 percent
in total borrowings at national level. These gives rise to a situation known as
indebtedness, which has become one of the dreaded tribulations in the life of
households living in rural India. The problem of indebtedness is age-old; and the
disheartening aspect is that, it has been aggravated further in the recent years.

The major reasons for the persistence of indebtedness among the rural farmers in
India are excessive dependency of agriculture on vagaries of monsoons,
continuous mounting of cost of cultivation, distress sale, involvement of large
number of middle men, excessive dependency of farmers on non-institutional
credit sources, diversion of crop loans and term loans towards unproductive
purposes. These led to farmers to depend on non-institutional credit even though
the rate of interest is high [2]. Borrowings and indebtedness are the two sides of
the same coin, while borrowing is the cause, indebtedness is the result. Increase
in borrowings need not increase the indebtedness on the part of farmers, unless
persistent problems affect the agricultural prospects. Informal credit had certainly
declined as a percentage of total debt and simultaneously the institutional credit
flow of agriculture has increased over the years with the institutional agencies
venturing into the rural areas [3].

As the percentage of indebtedness among farmer’s households were highest in
Andhra Pradesh (82% of total indebted farmers) as reported in [4], it took due
attention on the part of the investigator to conduct a research study in the state of
Andhra Pradesh [5]. The present study is an attempt in this regard and will serve a
base for future policy makers, social scientists. Hence, the present investigation
has been conducted with the following specific objectives:

To assess the extent and magnitude of agricultural credit to the farmers

To estimate the composition of agricultural credit to the farmers

To calculate the targets and achievement of agricultural credit to the farmers

To suggest possible ameliorative measures
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Table-1 Institutional credit disbursements under Agriculture and allied activities in Visakhapatnam district of Andhra Pradesh during 2013-14 to 2016-17, (Amount in*Lakhs)
2016-17
Agriculture Total

2013-14 2014-15 2015-16
Agriculture Total Agriculture Total Agriculture Total
Term Loans Agricultural Term Loans Agricultural Term Loans Agricultural Term Loans Agricultural
credit credit credit credit

Particulars

Commercial 1,12,500 32,800 1,45,300 54,846 16,853 71,699 1,38,243 60,191 1,98,434 1,64,315 79,200 2,43,515
banks -67.65 -97.91 -72.72 -69.39 -44.02 -61.11 -79.15 -64.49 -74.04 -80.29 -70.7 -76.9
Co-operative 16,500 600 17,100 20,747 215 20,962 23,976 1,066 25,042 26,873 779 27,652
banks -9.92 -1.79 -8.56 -26.25 -0.56 -17.87 -13.73 -1.14 -9.34 -13.13 -0.7 -8.73
Other 37,300 100 37,400 3,447 21,219 24,666 12,443 32,080 44,523 13,456 32,040 45,496
sources -2243 -0.3 -18.72 -4.36 -55.42 -21.02 -1.12 -34.37 -16.61 -6.58 -28.6 -14.37
Total 1,66,300 33,500 1,99,800 79,040 38,287 117,327 1,74,662 93,337 2,67,999 2,04,644 1,12,019 3,16,663

-100 -100 (100.00) (100.00) (100.00) (100.00) (100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Note: Figures in parentheses indicate percentage to respective column total, Source: NABARD, Visakhapatnam district.
Review of Literature significant increase in the access of farmers to institutional credit and the

Ramakrishna (2016) reported that the present system of agriculture credit in
S.P.SR. Nellore district comprises two sectors, such as institutional or formal
sector and non-institutional or informal sector [6]. The share of institutional
agencies in the current borrowings of the farmers and debt outstanding are
58.82% and 47.85% in delta village whereas the corresponding figures for non-
delta villages are 47.32 % and 39.34% respectively. It is clear that in non-delta
village, non-institutional credit is predominant with 52.68% on current borrowings

contribution of informal agencies as credit sources has declined. The share of
institutional agencies in the total agricultural credit supply was 'z 1,99,800 lakhs in
2013-14 which rose to 'z 3,16,663 lakhs in 2016-17. The share of different
institutional agencies in the total agricultural credit flow were placed in [Table-1]
and depicted in [Fig-1].

Table-2 Mandal wise Agricultural credit Targets and Achievement for the year
2017-18 of Visakhapatnam district as on 31.03.2018

and 60.66% in debt outstanding. Anjani ef al. (2015) [7] analysed that the changes Name of the Sub Mandal Target Achieved %
in structure of rural credit delivery and inclusiveness of rural credit flow across ol E——

. Ly e . Chodavaram Chodavaram 14,374.00 14,200.40 98.79
states and social groups, along with identification of factors that influence the Devarapall 5 556,00 537720 96.78
choice of credit source by taking the unit level data of Al India Debt and Cheedikada 8.210.00 7.942.40 96.74
Investment Survey carried out by 70" round of NSSO during the year 2013 [8]. Butchaiahpeta 7,602.00 7,330.30 96.43
They found that the structure of credit market had changed over time and the _ K Kotapadu 6,894.00 6,624.50 96.09
share of institutions credit has increased. Radhakrishna (2007) [9] committee Yellamanchali gamb'"' Gggggg gf;ﬁg gs-og
revealed that, about half of them were in debt and three-fifths of their debt was Y'Rayavaram. 8,308. 1324 7.8
. \ } o ellamanchali 10,214.00 9,847.20 96.41
owned to institutions sources. A major share of farmer's debt (more than 60%) Atchutapuram 6.190.00 587520 9491
was for productive purposes. Besides these, natural calamities like floods, Visakhapatnam | Sabbavaram 4,080.00 3,974.60 97.42
droughts, acute pests and disease infestation, use of spurious inputs efc. are Pendurthi 8,262.00 7,977.20 96.55
having significant role with the farmers, duly affecting the agriculture production Parawada 2,278.00 2,175.00 9548
prospects and thereby, making the farmers to end up in a debt trap. This led to CBELEREAED 5 L Ll
f the f t’ it suicides i tates includi tential Bheemunipatnam | Bheemunipatnam | 7,402.00 7,123.40 96.24
some of the farmers to commit suicides in many states including agro-potentia e gt 7.098.00 6.792.30 95,60
states like Andhra Pradesh, Punjab, Tamil Nadu, Kamataka efc. Debt trap is the Padmanabham 525200 493750 94.01
main cause of committing suicides which tightened up because of the agrarian Payakaraopeta Payakaraopeta 3,534.00 3,379.20 95.62
crisis and inaccessibility of institutional credit. Rakesh (2006) agriculture credit has Nathavaram 4,544.00 4,339.00 9549
played a vital role in supporting farm production in India. Though the outreach and Ea:‘kap?l”' g;‘gggg g;ﬁ‘z‘g gg-z;

amount of agriculture credit have increased over the years, several weaknesses M° <l = o '
. ) S N akavarapalem 5,238.00 4,840.20 92.41
havg orept in which have affected the viability and sugta|nab|l|ty of these Narsipatnam Narsipatnam 9,182.00 8,830.10 96.17
institutions [9]. Jagannath (2005) revealed that about 60% of indebted households Rolugunta 6,034.00 5,793.20 96.01
have borrowed for agricultural pursuits, as high as 40% of them have avoided Golugonda 4,924.00 4,718.00 95.82
loans for unproductive purposes. The most important is that professional money Madugula 682200 617740  90.55
lenders were the predominant source of lending for rural farmers [10]. Gautam Ravikamatam 44900 | 389250 | 86.58
2001) [11] reported that the percentage share of commercial banks in outstandin Anakapalle Kasimkota 6.500.00 6.120.00 07
( p percentag , ing Munagapaka 775200 | 7,23220  93.29
debt was found to be almost one-third of the total, followed by friends and relatives Anakapalle 16,700.00 | 1540000 | 92.22
(25%) and moneylenders (24%). These three sources together constituted about Chintapall Chintapall 2,914.00 2,456.20 84.29
four-fifths of the total borrowings. The sources like Government (5%), employers Koyyuru 4,244.00 3,526.20 83.09
(5%), shopkeepers (4%), Co-operative societies (4%) and others (0.4%) together GK. Veedhi 2,202.00 1,801.20 81.8
contributed about 18 % Arakuvalley Anantagiri 2,424.00 2,150.00 88.7
o Dumbriguda 1,880.00 1,523.50 81.04
” L and Method Arakuvalley 2,532.00 2,050.00 80.96
aterial and Methods Hukumpeta 1,854.00 1,479.20 79.78
Andhra Pradesh was formed on 02/06/2014, with 13 districts. Out of which Paderu Paderu 3,940.00 3,252.50 82.55
Visakhapatnam district was selected based on the number of farmers covered with G. Madugula 183000 147520 8061
bank loans. The major sources of data were Annual Credit Plan (2017-18) [12], ,\Pnedab?ya'“ 117600 | 9254 78.69
L . unchingput 2,156.00 1,600.20 74.22

Hand Book of Statistics (2016) [13] and Debt and investment survey reports of RBI Grand Total 22267200 20843210 936

efc. Secondary data for the period 2013-14 to 2017-18 pertaining to total
agricultural credit advanced, credit targets and achievements by the major
financial institutions in the district were collected. Tabular analysis viz., Averages
and Percentages, were used to analyse the data.

Results and Discussion

Extent and magnitude of agricultural credit to farmers

The growth in agricultural credit started mainly after banks nationalization and
since then growing continuously [Table-1] and [Fig-1to 3]. This has resulted in a

Source: NABARD, Visakhapatnam district

A perusal of [Table-1] reveals that the institutional sources of agricultural credit
flow have undergone a structural change. The share of Commercial Banks (CBs)
in total agricultural credit has decreased from 72.72% during 2013-14 to 61.11%
t0 2014-15 and increased to 74.04% in 2015-16 and 76.90% during 2016-17. The
share of co-operative banks has increased from 8.56% in 2013-14 to 17.87% in
2014-15 and then decreased consistently to 9.34% in 2015-16 and 8.73% in 2016-
17 as depicted in [Fig-1].
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The share of other banks had increased from 18.72% in 2013-14 to 21.02% in
2014-15 and has decreased consistently to 16.61% in 2015-16 and to 14.37% in
2016-17, by recording 58.49 % increase in three years. Thus, in the institutional
sources major player was commercial bank, as its share increased by 14 % in
three years period, whereas, Co-operative banks share was stand still during the
reference period. These findings were in conformity with the results obtained by
Gautam (2001), who reported that the percentage share of commercial banks in
outstanding debt was found to be almost one-third of the total.
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Fig-1 Share of different banks in institutional credit to total agricultural credit
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Fig-3 Share of different category of banks in institutional credit towards agriculture
term loans

Composition of agricultural credit to farmers:

The agricultural credit in toto comprises; crop loans and agricultural term loans.

i) Crop Loans: Regarding the crop loans [Fig-2], the share of commercial banks
increased from 67.65% in 2013-14 to 69.39% in 2014-15 and 79.15% in 2015-16
t0 80.29% in 2016-17. Share of co-operative banks increased from 9.92% in 2013-
14 t0 26.25% in 2014-15 and decreased to 13.73% in 2015-16 and 13.13% in
2016-17. The share of other banks had decreased from 22.43% in 2013-14 to
4.36% in 2014-15 and decreased consistently from 7.12% in 2015-16 to 6.58% in
2016-17. Thus, commercial banks dominating role in the lending the money to

crop loan.

ii) Term Loans: Towards agricultural term loans [Fig-3], the share of commercial
banks in credit flow was decreased from 97.91% in 2013-14 to 44.02% in 2014-15
and then increased to 64.49% in 2015-16 to 70.70% in 2016-17. Share of co-
operative banks was decreased from 1.79% in 2013-14 to 0.56% in 2014-15 and
then increased from 1.14% in 2015-16 to 0.70% in 2016-17. The share of other
banks had increased from 0.30% in 2013-14 to 55.42% in 2014-15 and has
decreased consistently from 34.37% in 2015-16 to 28.60% in 2016-17. The trends
were similar in agricultural term loans and total agricultural credit.

Agricultural credit Targets and Achievement for the district

Visakhapatnam district comprises of 43 mandals: grouped into 10 Sub-divisions.
During the year 2017-18, agricultural credit flows in Visakhapatnam district of
Andhra Pradesh were placed in the [Table-2]. In Visakhapatnam district the total
target amount was 'z 2, 22,672 lakhs and achieved was 'z 2, 08,432.10 lakhs i.e.,
93.60%. Among the sub-divisions, Chodavaram sub-division was ranked first,
followed by Yellamanchili, Visakhapatnam and followed by others, last was
Paderu. Out of the 10 sub-divisions, four subdivisions are located in Tribal and
Hilly areas, in which there was much gap noticed between the agricultural credit
targets and achievements. With regards to the mandals, target achieved was
highest (98.79%) in Chodavaram with target of 'z 14, 374 lakhs and achieved was
' 14, 200.40 lakhs, whereas, Munchingiputtu was lowest (74.22%) with target of °
% 2,156 lakhs and achieved was " % 1,600.20 lakhs.

Conclusion

Credit supply by institutional agencies to total agriculture had increased from
2013-14 to 2016-17. In crop loans and agricultural term loans; the share of
commercial banks and co-operative banks were increased, whereas, other banks
decreased from 2013-14 to 2016-17. Majority of banks nearly (>90%) had
achieved their targets in plain areas; whereas, they are still struggling to achieve
their targets in tribal and hill areas

Policy Implications

The role of cooperative sector vis-a-vis commercial sector is low. This needs
immediate strengthening of co-operative institutions on war-footing. The
cumbersome procedure for availing loans from institutional sources should be
simplified and further adequate loans should be provided at affordable rates of
interest.

Application of research: Study of economic analysis of extent and magnitude in
Visakhapatnam district

Research Category: Agricultural Economics
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