






























































































































































































































































































































































































































































































































Table 6.B 

Land Utilisation by the Selected Farmers -Before and 
After the Loan 

--------------------------------------------------------
Blocks and 
Category 
of Farmers 

Before 

Irrigated land 
(in acres) 

After Percen­
tage 
Change 

Unirrigated land 
<in acres) 

--------------------
Before After Percen­

tage 
Change 

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

Block L 

1 Marginal 
Farmers 

2 Small 
Farmers 

Block II 

1 Marginal 
Farmers 

2 Small 
Farmers 

12.75 
(0.92) 

45.9 
(1.76) 

13.4 
(1.12) 

46.95 
(2.13) 

24.45 
(1.74) 

88.8 
(3.42) 

19.9 
( 1 .66 ) 

67.45 
(3.06) 

92 

93 

48 

44 

15.55 
(1.12) 

75.60 
(2.91 ) 

9.20 
(0.77) 

45.45 
(2.06) 

2.85 -82 
(0.20 ) 

32.70 -57 
( 1 .26) 

2.30 -75 
<0.19) 

24.95 -45 
(1.13) 

-------------------------------------------------------
Figures in parentheses are average landholding size. 

Firstly, through the field investigatlon, the 

changes in the size of landholding, if any, due to the 

sale and purchase of lands (durlng the reference period) 

by the selected farmers were noted to be insigniflcant. 

In Block I only two small farmers and one marginal 

farmer sold their lands (involving in all 1.90 acres) 

and one small farmer purchased land (0.80 acres). In 

block II one marginal farmer sold 1.50 acres of hiS land 

while another farmer purchased 0.46 acres. And the 
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tenancy ie, leasing out and leasing 1n of lands for 

cultivation by the selected farmers was also found to 

be insignificant in the study area. 

It can be seen from table 6.8 that 1n block I 

both the small and marginal farmers have 1ncreased the1r 

area under irrigation after the schemes to the extent of 

93 percent and 92 percent respectively. In block I I the 

increase in area under irrigation in the case of Sma 11 

farmers is 44 percent and in the case of marg1nal 

farmers it is 48 per cent. However, if the average area 

under irrigation is taken into account then the marginal 

farmers in both the blocks are having more or less the 

same amount of irrigated area. The average 

are a of the small farmers in blocks I 1S 11ttle h1gher 

(3.06 (3.42 acres) than their counterparts 1n block II 

acres) .. The average unirrigated area operated by both 

the category of farmers across the blocks 1S almost 

same ,. To get some more ins1ghts the scheme-WiSE' 

1ncrease in irrigated area is analysed. 

Table 6.9 gives the details about the scheme-

Wlse increase in the irrigated area of the selected 

farmers. The new well scheme has totally brought 6.09 

acres of dryland under irrigation for the marglnal 

farmers (thereby elevated them to the status of sma 1 I 

farmers) and 17.17 acres in the case of small farmers 1n 
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Table 6.9 

Chonges in the Extent of Irrigated Lond by B,neficiaries According to Nature of Assistance 
Receiyed 

------------------------------------------------------------------------------_.--------
B L 0 C K - I BLOCK-II 

SCf£HES HAR6lNAL FMHERS SHAll FARIIERS HARGlNAl FARMERS SMALL FAR!OS 
--------------------- ----------------- ------------------- -------------
Before After X age Before After X age Before After X 'g' Be fore Aller X age 

inc- inc- 1nc- inc-
rease rease Na~1! ruse 

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

Ne. 0 6.09 2.40 19.51 115 
Well (3.04) 1O.4B) (3.911 

2. Deepen- B.22 12.12 55 24.l2 39.40 03 B.9b 12.BB 44 31.15 44.10 42 
Ing of 10.911 (1.41 ) (1.72) (2.Bl ) (1.12) (I.oll (2.23) (3.15) 
we II 

3. Oi 1 4.53 5.64 25 19.3B 29.B3 54 4.44 7.02 5B 15.BO 23.35 4B 
Engine ( 1.511 (1.88) (2.m (4.20) (l.lll (1.15) (1.97) (2.92) 

TOTAL 12.75 24.45 45.90 BB.BO 13.4 19.90 46.95 01.45 

Note: Figurts in parentheses are average londholding size. 

block I. The other two schemes, deepening of well and 

oil englne have increased the irrigated area to the 

extent of 63 per cent and 54 per cent respectlvely In 

the case of small farmers in the same block. But, 

however, it varies in the case of marglnal farmers: 25 

percent in the case of oil engine scheme and 55 percent 

in the case of deepening of well. In block II all 

engine scheme helped to bring more area under lrrlgatlon 

both for the small farmers (48X) and marginal farmers 
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158%) and the deepening ot well scheme broweht nearly 44 

percent ot the additional area under lrrlgat10n 1n the 

case of marginal farmers and 42 per cent in the case of 

small farmers. 

Thanks to the schemes mentioned above, the 

average dryland area of the selected farmers declined 

owing to the increase In irrigated area. As shown in 

Table 6.8 in absolute terms, the dryland area reduced 

trom a total of 15.55 acres to 2.85 acres in the case of 

marginal farmers and from a total ot 75.60 acreS to 

32.70 acres in the case of small tarmers. In block II 

in the case of marginal farmers it reduced from a total 

small of 9.20 acres to 2.3 acres and in the case of 

farmers from a total of 45.45 acres to 24.45 acres. The 

changes are more pronounced in the case of margInal 

farmers compared to small farmers. 

Changes in Cropping Pattern 

Wi th the provision of loans to Improve the 

irrigation conditions, i.e, enabling the farmers to get 

an assured irr1gation faCility, changes in the 

pattern can come either through an increase in 

intensity or through changes in the allocation 

cropping 

cropping 

of the 

area for different crops. The allocation of area under 

different crops of a borrower-farmer 1S e~pected to be 
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governed by profit-maKimlsation motive, and hence, more 

and more acreages are expected to be allocated for 

superior and/or commercial crops. In the followlng, the 

changes 

between 

that have taken place In the cropp'ng pat tern 

the two periods are analysed before talong up 

the changes in cropping intensity. 

It can be seen from tab I e 6. 10 tha t the 

increase in the area under sugarcane in block I IS very 

high (both proportionally and absolutely) compared to 

other crops. This has been made possible because of the 

contract the farmers made with the sugar mlll by WhlCh 

the farmers received loans to purchase inputs 11ke 

fertilizer and also e~tension serVices. While the area 

under jowar (HYV) , groundnut and other food crops 

decreased slightly, the area under local jowar decreased 

from 42.85 acres to 21.5 acres in the case of small 

farms and from 10 acres to 1.85 acres in the case of 

marginal farms. In the case of other commercial crops 

(vegetables, tobacco, banana, sun flower, and ch,ll,es) 

the re was a significant increase in area both in 

absolute and relative terms. There was an inc~ease in 

area under paddy from 10.1 acres to 15.9 acres 1n the 

case of marginal farms and from 23.9 acres to 44.92 

acres in the case of small farms. 
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Table b.IO 

Changes in the cropping p,tt.rn of the Selected Far.,rs 

8l0CK-\ BLOCK -II 

CR(j'S 
Muginil Ftroers Soal! Farters H.rgina\ Farcers 5&1l! F.rcers 

1. P,ddy 

2. low,r 
IHYVI 

3. loo,r 
Ilonl) 

4. Olher 

8efore After Xage 8efare 
change 

After Xage 
change 

10.1 15.9 57 
(211 (27.51 

b.7 
1141 

b.2 -7 
110.71 

23.9 44.92 B8 
(12.51 122) 

Ib.9S 15.05 -II 
(0) I 7.5) 

10.05 1.85 -BI 42.85 21.5 -50 
1211 13) (22) 110.7) 

2 o Ib.2 - 7 
tood crops (4) 

2 
(3) 

17.5 
(9) (B) 

Before After X ag' 
change 

0.5 2.5 400 
10.11 (b) 

b.21 7.b5 23 
(20) (IB.5) 

B.B4 2.3 -74 
12B) (5.b) 

1.85 4 lib 
(b) 19.7) 

Before Afl,r X ag' 
chang. 

._--------

B.OS II.OS 43 
15.B) Ib.7) 

Ib.B 
( 12) 

30.9 
(22) 

4.5 
(3) 

21.5 28 
112.5) 

19.75 -36 
(t L5) 

10 
15.8) 

121 

-------------------------------------.---------------
Sub-tat.l 28.85 25.95 -10 101.2 98.b7 -3 

(bO) t4S) (53) (49) 

-----------------_.---------

COF~ercial ~ 

1. Sugorcane 1.7 5.b 229 B.7 21.2 144 
(3.5) (9.7) (U) (10.5) 

2. Caltoo 

3. Groundnul 11.7 
(24) 

4. Other 
crops 

b 
112) 

9.b -18 4b.83 33.39 -28 
(Ib.b) (24.5) 117) 

lb.55 17b 34 48.41 42 
(29) liB) (24) 

17.4 Ib.45 -5 
ISS) (40) 

5.75 8.25 43 
(t8) (20) 

4.9 b.5 33 
m.5) m.l) 

3.51 10.11 188 
(Ill (24.4) 

60.25 b2.75 4 
(H) (37) 

17.35 23.85 37 
(12.b) 113.9) 

28.15 26.4 -6 
120.0) !IS.4) 

32.3 
(23) 

58 79 
(34) 

----------------------_.---------_.---------------------------------------------
Sub-lata I 19.4 31.75 b4 89.b3 103.10 15 14.lb 24.8b 75 77.8 108.25 39 

(40) ISS) (47) 1511 (45) (60) (5b) (b3) 

Tal.l 4B.25 57.7 20 190.73 201.77 5 31.5b 41.31 31 138.05 171.0 24 
(100) (tOO) 1100_ (100) 1100_ (tOO) (100) 11(0) 

-----------.------------------.---------------------------------------------------------------------
tIDI.: Figures In p.rentheses are percentages to the total area under various crops. 
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Wi th referenc:e to Block I I due 

additional area brought under cultivation, 

under commercial crops increased significantly. 

be pointed out that the area under an 

commercial crop namely cotton, (which Involves 

cost of cultivation), registered only a 

increase. However, a significant increase 

to 

the 

It 

the 

area 

may 

important 

a high 

margInal 

has been 

noticed 

(tobacco 

selected 

in the cultivation of other commercial crops 

chillies, onion and vegetables) by the 

farmers. In all, the percentage area under 

commercial crops has increased from 45 to 60 on margInal 

farms and from 56 to 63 on small farms. At the same 

time, the proportion of area under food crops declined 

from 55 per cent to 40 per cent on marginal farms and 44 

per cent to 37 per cent on small farms. However, the 

area under food crops more or less remained the same In 

this block. The reason behind the contInuous reliance 

on food crops like paddy, jowar, ragi and other millets 

by most of the selected farmers in block II are, to meet 

their household consumption needs and to have fodder to 

feed their cattle. 

Cropping Intensity 

The cropping intensity on the farms of the 

sample farmers for the two periods before and after the 

irrIgation scheme have been presented in Table 6.11. 
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Table 6.11 

Cropping IntensitIes of the Selected Farmers 

-------------------------------------------------------
Block/Category 
of Farmers 

Cropping IntensIty Percenta"e 
change 

Block 

1. Marginal Farmers 
2. Small Farmers 

Block L1. 

1. Marginal Farmers 
2. Small Farmers 

Before 

170 
157 

140 
149 

After 

211 
167 

186 
185 

24 
6 

33 
24 

Cropping intensity reflects the effICIent use 

of per unit of land by the farmers. In block I the 

cropping intensity was higher on the margInal farms than 

on the small farms and also improved faster. By and 

large, similar was the situation in Block II. 

It is intended to see also the scheme-wIse 

changes in the cropping intensity to know the difference 

that each of the scheme has meant to croppIng Intensity. 

Table 6.12 provides the details. 

In Block I the cropping intenSIty increased 

significantly in the case of new well scheme and In the 

case of other two schemes it increased margInally. In 

block II, the two schemes selected have conSlderably 

increased the intensity of cropping of both the margInal 

and small farms. 
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Tahh 6.12 

Ching's in th. Cropping Int.nsity of th. S.l.cled Far •• rs According 10 th. Assistance R,c.iv.d 

SCl£MES 

1 fie. 
Well 

BlOCK-I B l 0 C K - II 

Harginal Faroers SoIall Faroers Harginal Faro"s SoIall Farlers 

B,for, Aft.r Xag' Befor, 
chang' 

145 200 38 no 

After 

160 

Xage Before After X a9' 
change change 

23 

Before After X age 
chang. 

2 Deep.-
n1ng 100 204 13 100 190 5 142 190 34 156 207 TI 
of wei 1 

3 Oi 1 177 217 22 167 190 14 146 184 26 147 171 16 
£ngin, 

Changes in Cultural Practices 

In literature, lack of adequate credit 

facilities and extension se~vices have been argued as 

the main factors responsIble for the small and margInal 

farmers not going in for new technology. Baslcally new 

technology means the use of improved or HYV seeds, 

chemical fertilizers, insecticides and pesticlues. Even 

if the farmers adopt HYV seeds, without the support of a 

package prDgramme, the HYV seeds alone may not gIve 

expected d,vldends. Keeping this In mind the cultural 

practices of the selected farmers in terms Df their 
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adoption of HVVs and also the use of modern in8wts RPF 

studied. The proportion of area under HYV crops to the 

total area cultivated and the use of modern Inputs 

(fertilizer, pesticides and insecticides) have be~n 

taken as indicators of the farmers' adoption of the 

advanced farm-technology. The value of Inputs 

calculated at current prices is given on per hectare 

b as IS. Table 6.13 provides an overall view on the 

adoption of new agricultural practices by the selected 

farmers. 

Table 6.13 

Adoption of New Agricultural PractIces by the Selected Farmers 

Blockl 
Category 

ProportIon of area under 
HYV Crops to the total 

area cultivated (Yo) 

Before After Yo 

Change 

The value of per hectare 
modern Inputs {In Rs.l 

Before After 'I. 
Change 

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

Block 1 

MargInal 
Farmers 

2 Small 
Farmers 

1. Marginal 
Farmers 

2. Small 
Farmers 

49 

51 

43 

44 

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

65 33 

77 51 

51 19 

55 25 

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

250 

716.59 1151.49 61 

1087.24 1705.00 57 

469.49 667.17 42 

555.79 840.14 51 

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



The small and marginal farmers in Blo~k I 

allocated more lands under HYV crops compared to their 

counterparts in block II. The percentage change in the 

proportion of area under HYVs between the two periods is 

the highest in the case of small farmers (51) in block I 

followed by the marginal farmers (33) of the same block. 

As mentioned earlier the mere adoption of HYVs will not 

yield dividends if it is not matched adequately w1th 

other 1nputs. In this count also the small farmers 1n 

block I ranked first by using Rs. 1705 worth of inputs 

per hectare, followed by marginal farmers (Rs. 1151 

worth of inputs per hectare). But their counterparts 1n 

block I I are using the inputs far below th,S level. 

This seems to support our hypothesls that the spread of 

fertil,zer use could be restr1cted because of non­

availab111ty of cred1t ie crop loans for these small and 

marg1nal farmers. 

Impact ~ Gross Output. Cost and Income 

The ultimate obJective of all credit schemes 

is to help the farmers to move to higher echelons of the 

income levels. The other parameter that can adequately 

be visualised as an appropriate one is the augmentation 

in net 1ncome of the borrower farmers, after ava1ling 

the bank loans. In the following paragraphs an analysis 
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is made to know the impact of irriQation lo~nq on ~Oqt 

of cultivation, gross output and net income of the 

selected farmers. 

Cost of Cultivation 

The general practice to calculate the cost of 

cultivation is to adopt one of the four alternative cost 

concepts glven by the Farm Management Studies. The 

concepts used at the fIrst stage of cost analysis here 

correspond to cost A of the Farm Management Studies. 

This cost A includes all the paid-out costs ( i . e • 

purchase of the material inputs like manure, 

fertilizers, pesticides, insecticides, and seed) plus 

value of hired human labour and value of bullock labour 

(hired as well as owned) and imputed cost of farm 

produced inputs like manure and seeds, if they were 

used. 

cost 

The annual overheads, which constitute another 

item, include repairs and maintenance of farm 

capital, cost of anImal feed and treatment, electricity 

charges, water charges, land revenue, ,nterest pald on 

loans, etc. 

In the second stage, the lmputed cost of 

family labour is included in the above cost. <It may 

be noted that imputed rent on own land and depreclatlon 

of capital are not included in costs). Thls cost 
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appro~imately corresponds to the cost C concept of farm 

management studies. This method is followed with a 

view tti comparing the viability of the Schemes under th~ 

above two situations since the participatlon of family 

labour in the production process is normally higher in 

the case of small and marginal farmers. 

Valuation of Output 

in the 

The main interest of the present analysis is 

farm economy of the household, rather than in 

individual crops and their productivity dIfferences 

between size of holdings and between blocks. These 

dIfferences have been IndIrectly explaIned the 

previous section in terms of croppIng 

croppIng pattern and use of modern inputs. 

IntenSIty, 

Here an 

effort is made to find out the differences in net income 

of the small and marginal farmers due to the dIfferent 

minor irrigation schemes. 

First the output has been valued in terms of 

market prices. Output can also be valued at realIsed 

prices because prices differ between dIfferent farmers 

within a village and across Villages. ThIS depends not 

merely on the quality of the product but also on the 

time and place of sale, access to market and the 

bargainIng position of the concerned partIes the 
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market. The output is valued at both the pr1ces 

separately - realised prices and uniform (market) prices 

first at the village level. 

Both these sets have analytical significance. 

It is the realised prices which determine actually the 

income of farmers and not notional prices. As such the 

valuation of output at realised prices has been done for 

the purpose of computation of income. And the 

valuation of output at a uniform price 1S also done to 

compare it with that of realised prices WhICh may 

indicate the access of the small and marginal farmers to 

the market. 

The realised prices are defined here, for the 

purpose of valuation, as the prices actually rece1ved by 

the respective farmers in their sale transactIon. The 

valuation of unsold product10n (self consumption and 

payments 

prices. 

in kind) is also done as per the realised 

For an alternative valuation we have used the 

uniform price, being the average of prIces for the 

concerned crop realised. by all farmers 1n the concerned 

village. However, since the ratio at the v1llage level 

diverged only a little (the range being 98.4 to 85.9 1n 

block II and 93.5 to 80.4 in block I) across the 

villages, the uniform price at the block level has been 

used. 
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Yet another alternative valuation taken 1nto 

consideration is the district level prices. 

know whether particular block as a whole 

This 1S to 

suffered a 

price disadvantage. The pr1ces of respectIve crops at 

the important marketing centres of the district have 

been averaged for this purpose. 

It has also been tried to see from the 

information gathered from farmers if whether the quantum 

of product sold gave a relative price advantage 

respect of individual crops. However, no consIstent 

picture was found in thIS respect and hence thIS aspect 

has not been taken into account in the present analysis. 

price 

crops 

Further we have trIed to probe whether the 

disadvantage differs between the sale of 

and commercial crops. This, it 1S hoped, 

food 

w 1 11 

explaIn the access of the small and marg1nal farmers to 

the markets 1n a real Sense since normally their 

marketable surplus is lower in the case of foodgrains 

compared to the commercial crops. And also, the cost of 

cultivation of commercial crops is relatively hIgh to 

that of food crops and more often than not the poor 

farmers borrowed to raise the commercial crops (cotton, 

banana, groundnut and sugarcane In the study area) WhICh 

forces them to go for distress sale, i.e. as soon as the 
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harv"st is oV"r th"y will sell the produce at a 101"el' 

price to repay the debt. 

First, the valuation of produces has b"en done 

at the 

valuation 

level of holdings and Table 6.14 giv"s 

at realised prices as a percentage over 

th" 

the 

valuation at block average price for th" two cat"gories 

of farmers. 

The analysis clearly indicates the existence 

of considerable difference between the 

valuations. This elaborate e~ercise divlding the gross 

output into two groups as commercial crops and food 

crops Yielded expected patterns. The difference between 

the two sets of valuations is more pronounced in the 

case of commercial crops compared to th" food crops. It 

clearly explaIns that the marginal farmers are often at 

a disadvantage, the ratiO In block I 15 81.4 and 

block II it IS 71.4 for commercial crops, and 90.3 and 

80.9 respect,vely for food crops. The small farmers are 

relatively better placed In block I compared to the 

position of their counterparts in block II. The access 

to the fair price markets is limited to both 

categories of farmers and it is more so in the marketIng 

of commercial crops. 
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Table 6.14 

Gross Value of Agricultural Output (GVAO) at Reallsed 
Prices as Per cent Over GVAO Block Average Prlce 

Block/Categoryof Farmers/ 
Crops 

Block L 

1 • Marginal Farmers: 

A. Commercial Crops 

B. Food Crops 

C. Overall 

2. Small Farmers: 

A. Commerclal Crops 

B. Food Crops 

C. Overall 

Block !.l 

1. Marginal Farmers: 

A. Commercial Crops 

B. Food Crops 

C. Overall 

2. Small Farmers: 

A. Commercial Crops 

B. Food Crops 

C. Overall 

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

GVAO at realised prices 
as percent over GVAD at 
Block Average prlce 

81.4 

90.3 

85.8 

90.5 

100.0 

95.3 

71.4 

80.9 

76.1 

80.7 

80.6 

80.6 

----------------------------
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As mentioned previously, in the second staQe 

it is also explored whether any particular block as a 

whole suffered a price disadvantage. For this purpose, 

another set of valuation of agricultural output 

(separately for commercial crops and food crops) using 

district average prices of respective crops has been 

computed, and the value of agricultural output at block 

level prices has been expressed as a percentage over the 

value at the distrlct average price for the two blocks. 

Thls valuat,on has been done only at the block level and 

not at the level of holdlngs. The results are presented 

In Table 6.15. 

Table 6.15 

Block PrIce Levels Relat,ve to District Average, for 
Farm Produce (ratios in percent) 

Blocks CommerCIal Crops Food Crops 

1. 81 oc k I 84.4 97.5 

2. 810ck II 79.6 86.9 

It is interesting to note that the d,fference 

between the average price at the block levels to 

district level price is significantly hIgh in the case 

of commercial crops; block II is more dIsadvantageously 

placed than 810ck I in respect of both the crops. 
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This could be due to the situation that prices 

realised by a given region are determined by a number of 

factors like access the villages have to 1nfrastructural 

facil1ties, quality of products sold, the e><tent of 

commercialisation, the level of development and 

divers1fication of act1vities. 

The foregoing discussion was undertaken with a 

V1eW to apprec1ating as to what difference the valuat10n 

of output at the block level uniform pr1ces would make 

to the income status of the sample farmers. Except for 

its conceptual significance, the above discussion would 

not indicate the . actual' income status of the sample 

farmers, Slnce it is realised prices which count really 

in the matter. Therefore, the discuss10n that follows 1S 

based on "real ised prices ll
• 

Impact on Gross Output, Cost and Net Income Per 
Household 

It 1S proposed to examine the 1mpact of 

irrigation loans on the small and marginal farmers' 

gross income, cost and net income by comparlng the sa1d 

variables at two pOints of time namely, . before' and 

. after' the loan. The blockwise and schemewlse analysls 

wi 11 facilitate clear understanding about the 

performance and the financial viability of each scheme. 
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The si2e classwise details regarding cost of 

cultivation, its composition (both with and without 

imputed cost items) and gross and n~t income are 

presented in the appendices A and B. A summary view, 

block-wise has been given in Tables 6.16 and 6.17, 

respectively. 

Table 6.16 

Output, Cost and Estimated Per Acr. Net Crop Inco.e of Sample Faroers In Block 

-----------------------------------------------------------------------------------------
Category of 
Far •• rsl 
Scheles 

1lAR61NAl 
FARHERS 

1. N •• Well 

2. Deepening 
well 

3. Oil Engine 

S!\All F ARt1ERS 

I. Ne. Well 

2. DeepenIng 
of well 

Before the loan 

Output Cost OIC 
% 

3553 22IB 160 

720b 4118 175 

7710 4106 188 

7746 4056 191 

12718 7961 160 

3. Oil Engine 13291 8307 160 

After the loan Net Inco.e per Acre 

Output Cost ole 
~ 

10788 6509 166 

10846 6319 172 

13200 7321 180 

19065 8939 213 

18636 9842 189 

23103 12835 180 

Before After ~ ago 
loan loan Increase 

485 1556 221 

1107 1623 47 

1313 2303 63 

770 2114 175 

9a'I 182B B5 

970 1998 106 

-----------------------------------------------------------------------------------------
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In Block I, the percentage increase in 

lnCome is higher in the case of new well scheme; 

net 

both 

the small and marginal farmers have realised increase 1n 

their income levels. However, in absolute terms, the 

net income per acr~ of marginal farmers who undertook 

new we 11 scheme is the lowest (Rs. 1556) compared to 

other schemes. The net .ncome of sma 11 farmers has 

1ncreased substantially in the case of new well and all 

englne schemes and marginally in the case of deepening 

of well. On the whole, the schemes have resulted In an 

lmprovement 1n the income level of the sample farmers. 

Another striking feature is that the output-cost rat10 

has substantially been increased after the loan 1n the 

case of small farmers. In the case of marg1nal tarmers, 

wi th respect to two schemes (deepen1ng of well and all 

engine)the output-cost ratio has decreased sllghtly and 

1n the case of new well scheme it has reg1stered a 

marginal increase. 

In block I I the net income per ac f' e 

absolute terms is low compared to block I, the lowest 

being Rs. 1113 in the c: ase of sma 1 1 farmers who 

undertook 

lncrease 

and the 

oil engine scheme. However, the pe,'centage 

In net income per acre of them is higher (lOB) 

output-cost ratio also 1ncreased marg1nall;. 

As far as the marginal farmers are concerned, the 01 1 

englne scheme has benefited them most: the output-COSt 
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Tab .. 6.17 

Output, Cost and Esti.ated per Acre Net Crop Income of Sa.ple Far •• rs In 
Block II 

------------------------------------------------------------------------------------
Cat.gory of 
Far ... sl 
Sch .. .. 

Before the loan 

Output Cost ole 
x 

~fter the loan 

Output Cost OIC 
% 

Net Inca •• p.r Acr. 

B.for. After X ag' 
Loan loan inc:r!ase 

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

HMGINAL 
FAAMERS 

1. Oe.p.nlng 
of •• 11 4466 2441 183 7615 4008 190 713 1270 78 

2. Oil Engine 4033 2686 150 927b 4407 210 481 1739 261 

SMll FARIIERS 

1. Deep.ning 
of we 11 5967 3184 187 12951 6670 194 577 1303 126 

2. Oil Engin. 6030 3422 176 12150 6717 181 534 11 !3 108 

ratio increased from 150 to 210 between the two per10ds 

and their net income increased to the tune of 261 

percent. Interestingly, the per acre net Income 1S 

higher 1n the case of marginal farmers over the small 

farmers in the case of oil engine scheme. 
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Table 6.18 

Loan Repayment Performance of the Selacted Farmers - Blockwlse, 
Schemewise and Categorywlse 

BLOCK-I BLOCK-I I 

PARTICULARS New Well Deepening Oi I Engine Deepening Oi I 
of well of well Engine 

----------- ---------- ----------- ----------- ----------
M F S F M F S F M F S F M F S F M F S F 

No. of 
farmers 2 5 9 14 3 7 B 14 4 B 

No. of 
farmers: 

a) Completely 
repaid the 
loan 3 4 7 2 7 3 B 2 

b) Aegul ady 
repaYing 
the Instal -
ments 4 6 4 5 4 6 

c) Defaulted 1 2 1 1 

Note: MF = Marginal Farmers; SF = Small Farmers 

A look into the schemewise performance shows 

that 9 out of 10 farmers in block I and 2 out of 12 In 

block II who borrowed to Install oil engines, prompt 1 y 

repaid the loans, and the remainlng farmers ldE re 

repaying the loan instalments regularly. In the case of 

deepening of well scheme 11 out of 23 in block I and 11 

out of 22 in block II repaid the loan completely. One 
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farmer each in both the categories and In both the 

blocks were found to be defaulters. The remaIning 

farmers who borrowed under this scheme, were found 

regular in the repayment of loan instalments. 

One marginal farmer and two small farmers who 

obtaIned loans for digging a new well in block ! weT'e 

found to be defaulters. The remaining four farmers 

repaid the loans fully. Those who defaulted stated that 

as they had spent more than the loan amoun t , by 

borrowing from private sources to install electric motor 

pumpset (or oi 1 engine) and to get the electrIcIty 

connection, they were not able to repay the loans 

promptly. They gave priority to the repayment of loans 

borrowed from private sources. 

"Inadequate income" was the reason attributed 

by two farmers who defaulted in the case of deepenIng of 

well scheme In block II. However, their counterparts in 

block r defaulted wilfully, thinking that the Sta te 

Government would write off their loans as it did on 

earlier occasions. 

The three important factors, among others, 

tha t were attributed to the prompt repayment of 

and regular repayment of loan instalments by 

selected farmers were: the subsidy component of 
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loan, free/concessional ele~tri~ity ~harQ~s ami th~ 

by additional income they were ab Ie to f'eceive 

undertaking the minor irrigation schemes. 

To sum up, the access of the selected small 

and marginal farmers to the ASeS, extension services 

(T&V system), banking and marketing facilIties was found 

to be limited. Nevertheless, the minor Irrigation 

schemes undertaken by them with the help of 

institutional finance - new well, deepening of well and 

oil engine - facilitated an improvement In theIr farmIng 

conditions through positIve changes area under 

cultivation, ~ropping pattern, cropping intenSIty and 

cultural practices which in turn brought about an 

Improvement in their farm in~ome which of course, varIed 

across blocks, schemes and farmers. 
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CHAPTER VIr 

FINANCIAL VIABILITY ANALYSIS 

In this chapter, the financ1al v1ab1llty of 

the two schemes studied namely, da1ry scheme and minor 

irrigation scheme has been analysed and the results are 

presented in two sections~ In the first section, the 

financial viability of dairy loans 1S analysed by uSIng 

four criteria, namely, Pay back perlod, Net Present 

Value, Benefit-Cost Ratio and Internal Rate of Return 

( I RR ) • And, in the second section, the results at 

financial viability analysis of minor IrrigatIon 

are discussed. 

scemes 

SECTION I 

Financial Viability Analysis _ Dairy Scheme 

It is possible to use the data on costs and 

returns of dairying to analyse the investment worth on 

dairying. To determine the impact of the scheme on tho 

beneficiaries, i t has been conSIdered approprlate to 
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determine the private costs and benefits of th~ 

for the beneficiaries. These information have been used 

to determine the financial viability of the dairy loans 

from 

study 

the beneficiaries point of view. As 

dealt wi th the poor farmers and 

the present 

agrlcul tural 

labourers and since they hardly hire labour to look 

after their animals, the family labour contribution was 

measured and analysed. 

assumptions used in measuring costs and 

benefits 

below: 

The 

and in determining viability are explained 

The Milk Yield and the Lactation Available 

The quality of the animal is measured in terms 

of breed, age, lactation number and the milk Yield. 

Majority of the borrowers purchased cattle in the second 

lactation and a few in the third lactation. Howeve r, In 

those cases wherein the officials purchased the anImals 

in the absence of beneficiaries and distrIbuted 

the beneficiaries are not very much sure about its 

and lactation number. This is a serious limitation 

since there was no record as such to verify 

them, 

age 

and 

the 

informatIon, the details about the ag e, lactation 

number, breed and milk yield in such cases have been 
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cross-checked with the bank officials, VLWs, Veterinary 

Producers doctors and the Secretaries of Milk 

Cooperative Societies (MPCS) • All the milch animals 

supplied to the beneficiaries were buffaloes; majority 

of them were of local-breed purchased within the 

district. Majority of the beneficiaries, especially all 

the agr1cultural labourers, d1d not prefer to purchase 

cross-bred animals owing to the following reasons. 

a. 

b. 

c. 

d. 

The price of the cross-bred animal is very h1gh 

1.e. the loan amount is not sufficient enough to 

purchase one such animal. 

Even if 1t is purchased, there is a h1gh rate of 

risk associated wi th it. That is, the 

maintenance becomes diff,cult Slnce maJOr1ty of 

them are not having proper cattle shed and the 

fodder supply 1S also not assured. 

The cross-bred animals require more medical 

attention than the local breeds. For th1S the 

serVIce of veterInary centers and dIspensarIes 15 

a must. But the veterInary servlce5 are not 

evenly distributed to all the areas. 

Though the animals are insured against the 

at the time of supplying it to the benef1c1aries, 

maJOrity of the agricultural labourers, small and 

marginal farmers are not aware. The enqu1ry with 
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the VLWs and other officials shows t t-.a t 

themselves are not familiar with the cattle 

insurance and the insurance company officials are 

also not canvassing in the rural areas. 

All the above factors kep t away the 

agrIculture 

animals. 

labourers from purchasIng of cross-bred 

The Buffaloes in the study area are capable of 

givlng seven to elght lactations. Therefore, buffaloes 

supplled in the study area, an an average, were stlll 

1 eft wlth a product,ve period of about SIX more 

lactatlons, (with havlng completed two lactatIons at the 

t lme 

mil k 

days 

b re ed. 

Costs 

of purchase by the beneficIaries). The number of 

days (Mllk period/lactatIon) varies between 245 

and 270 days depending upon the nourishment and 

The costs associated wlth maintaining the mllk 

cattle 

namely; 

can be classified into four broad categorles, 

i) Out-of-pocket expenses incurred on purchased Items 

like concentrates, fodder (both green and dry) , 

and hired labourers; 
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ii) Value of farm grown green, and dry fodder5; 

iii) Domestic labour; and 

iv) Cost of capital. 

The farm grown items have been valued at 

market prices/rates. Rearing of animals was undertaken 

by the beneficiaries themselves and no hIred labour was 

employed for the purpose. In other words, family labour 

In particular, is e~tensively used for lookIng after the 

animals. 

The prevailing market wage rates have been 

used to workout the cost of family labour involved 

cattle rearing. This has been done contrary to some 

earlier studies assuming that the opportunity cost IS 

zero In the case of rearing in anImal! 

needs to be pointed out that for 

However, 

the purpose 

It 

of 

vIabilIty 

includIng 

analysis two sets of computatIons, one 

imputed costs
2 

and another excluding Imputed 

costs have been used. 

Cost of Capital 

The dairy loans given to the benefICIarIes 

like sma II and marginal farmers and agricultural 

labourers have to be rep a id wi th Inteiest 

instalments. a VIew to linking the repayment of 
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loan with the income from milk production th~ P~riod of 

loan has been tied at 4-5 years (2-3 lactations). 

instruction is given by NABARD to the cooperative 

This 

banks 

and commercial banks, and it also advised the commerCIal 

banks to sanction loans only to those who are becoming 

members 

loans. 

of the MPCSs to facilitate the recovery of 

by 

the 

And the secretaries of MPCSs are in turn 

the banks to deduct the loan amount from the 

beneficlaries earned by the sale of mIlk 

asked 

lncome 

In the 

following way: 

To be repaId in two lactation as per schedule 

with a dry perIod of 4 months together WIth 

commencing from: 

I to IV months Rs. 120 per month 

V to VI I months Rs., 100 per month 

VIII to IX months Rs. 80 per month 

X month Rs. 60. 

interest 

ThUS, It comes to Rs. 1000, l.e. pE>r lactatIon 

the amount to be repaid is Rs. 1000. After deductIng 

Rs.2000 durIng two lactation perlods the 

amount, if any, will be deducted durlng the th 1 rd 

lac tat lOn. However, ln practicE>, this was not followed. 

In fact there was a complaint that ln some 

secretaries of the MPCSs, on th E> ad vic e 
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commercial ban k s , I.J.Jere deductIng hIgher amount por 

month, recovering the ",ho Ie amount I.J.Jlthln a pi?rlGd of 

one year, thus taking away the entIre IncomE from sal~ 

of milk of the beneficiary or forcing hIm to repay the 

loan from his other sources of income or from other 

borrowings. Leaving aside the above clted cases for the 

convenience of the analysis, the follOWIng 1 D an 

repayment pattern has been assumed. 

In the present analysls, the lnterest rete has 

been taken as the cost of capItal. The loan Instalments 

can be taken as a part of the cost of capltal 1 f the 

initial investment 1S taken as zero. But ,n the present 

analYSis, considering the convenience ln calculatIng 

the 

for 

measures of investment worth, 1nstead of 

depreciation on the anImal every year, the 

purchase price has been considered as the lnvestment, 

and the resale value at the end of the elghth 

(scrap value) has been taken as an Income. 

lactation 

The cost incurred by the beneflClarlE'S 

maintaining the buffaloes during dIfferent lactabons 

has been calculated using the above assumpt,ons. Since 

the loan 

marginal 

amount 

tarmers 

varies between the 

and the agrIcultural 

sma 11 farmers, 

labourers, the 

viability analysis has been carrled out separately for 

these three categories. 

273 



Benefits 

The returns to the beneficiaries can include 

the following: 

i) Value of milk produced 

ii) Cow-dung 

iii ) Sale of calf/heifers at the end of each 
lactation, and 

iv) Scrap value of the animal at the end of 
the productive life period. 

The value of milk per lactation has been 

calculated using the total milk yield in a lactation 

and the market price realised by the beneficiaries. 

However, those who are supplying the milk to the milk 

societies realised the price according to the level of 

fat content of milk. In these cases the statements made 

by the beneficiaries regarding milk Yield and the income 

they received have been cross-checked from their milk 

SOCiety cards and also from milk society records. The 

length of lactation period varied from 245 oays to 265 

days in block I and 254 days to 270 days in block II. 

The value of the cow-dung has been obtained by 

taking into consideration its prevailing price (on per 

bullock cart load basis) in the study area. The value 

of the calf at the termination of the lactation periOd 

has been estimated using the actual sales price reallsed 
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by tho beneflclarles dlSposing of the calf. 

agrIcultural labourers and most of the 

Almost 

small 

a I I 

and 

margInal farmers ln both the blocks sold thelr calves at 

ttle tcr,nln~tlan of the lactatlon and only a very few of 

second them retaIned ttle female calves for getting the 

("') I' n (' f' ,1 t 1 on • ConsIderIng the above facts, the sale value 

• 1 I~ l t1 P. [' n (1 of l h (' 1 act a t 1 on has bee r1 con S 1 d ere d for all 

r: .) 1 '.' I' " Inslcalj 01 I~nrklng out the multIplIer effect 

t.'lf' C.l''':'e of a if't.) beneilclar-les vJho retaln calves. The 

.-; C r' ,j () ",' .1 1 t J f,' 0 f l I, [> <1 n 1 mal has bee n t a ken as the valUE? 

!·P.1:!~-,(·(1 ;'.l th[· end of eIghth lactatIon, and the survey 

-: ,\. (I"> ,IC ~_IJ;ll ''':'iI1 C's have neen ut lllsed to determIne 

The '.'\ "I) III ty of the loan has been determIned 

''Hi tt." !1.1'.'](-':' of prlvatL' costs and returns accruIng to 

1 t·, t, t J r· r", I' f 1 c: 1 ;\ r- 1 (: ~-.. 'l n d tIl Co 1 r a b 1 lIt Y tor epa y the loans 

.! '. 1. 1f)!I]"tr:c.1 hy tilt' provlsIons of the loan 

til (: (1 c1 t it on costs ~nd returns the 

agreeml?nt. 

Investment 

\,.l() r- tIl of tilt' scheme has bC'(ln calculated, USing four 

(1 1 f f (. r" f' r1 l c r J l (' r~ 1 a t n am [' 1 y, 1) pay back perIod, 11 net 

p r- f' '.-.. r'(1 t. ',/,l}ue, 11 I) Internal rate of return and 1 v ) 
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dairy 

the 

To determine the financial viability of 

loans from the benefi~iarIes point of Vlew, 

above four measures have been ~al~ulated on 

the 

all 

the 

basis of the data ~olle~ted from the sample 

beneficiaries. The inter-~alving period-wise cost and 

returns are ~onverted into yearly ~osts and returns 

data. The inter-calving period included nine months of 

lactatIon and six months of dry period. Thus, the 

~osts and returns for the entire period were readJusted 

so that they are expressed on an annual basis. These 

annual costs and returns are used to calculate the 

measures of investment worth (Table 7.1). 

In cal~ulating the measures two sets of cost 

data were assumed: (1) all costs in~luding the out-of-

pocket expendItures, Imputed value of farm grown Items 

and family labour and cost of capital (SItuat,on A) and 

(2) cost excluding value of imputed items (SituatIon B). 

The point is that costs Including the imputed Items may 

be an over estimate and, therefore the measures based 

on thIS are likely to be under-estimated. At the same 

time exclusion of imputed cost assumes zero opportunIty 

cost and, this tends to be an under-estimate of cost, 

which implies that the measures based on this WIll be an 

over-estimate. For this, two sets of measures 

including and excluding imputed cost was presented In 

Table 7.1. This is to indicate the probable range In 
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whlCh the two measures vary the measure including 

imputed costs serving as a lower boundary. The 

lnterpretations of these measures are provided here wlth 

a view to drawing conclusions on the finanCIal 

viability of the scheme to the three category of small 

borrowers in the two blocks. 

The pay-back period worked out to seven years 

for the small farmers ln both the blocks; SIX years 

the case of margInal farmers in both the blocksl seven 

years for agrIcultural labourers in block 1; and six 

years to their counterparts in block II when all cost 

items were taken into account. If the Imputed costs are 

not lncluded In the analysis the pay-back perIod becomes 

much smaller three years in the case of all the three 

categorIes of small borrowers In block II and marglnal 

farmers In block I . , for the rest of two categories in 

block I the period is little higher (four years). The 

emerglng point is that, it takes six to seven years to 

recover the cost of purchase and maintenance of mIlch 

cattle from its returns to the beneficiaries and If the 

lmputed costs are excluded it takes 3 to 4 years. 

277 



Table 7.1 

Heasures of Iny.st.ent Worth Per Buffaloe in the S,l.cted Blocks 

(N?V at Rsl 

Block I Block I I 

Measures Situalion A Situation B Situatwn A Situation B 

SF HF AL SF MF AL SF MF AL SF HF Al 
-----------------------------------------------------------------------------------------------

I. P.y back p.riod 

2 Net pres,nt 
value at 

7 6 7 4 4 7 6 6 3 3 3 

al Discount ral. lOX 2705 3340 1204 8943 9225 4336 2005 2693 2764 bb30 7673 6742 

bl Discount rate 12X 2493 3078 1m 8306 85b5 4037 1550 2738 2594 6162 70'16 b34b 

cl Discounl rat. 20X 1850 2284 859 0350 6539 3114 

3 Inl'rnil rate of 
return 

4 B,nefit cost ratio: 

30 40 22 )50 )50 )50 
(201 (201 (51 

1143 2062 1925 4723 5483 4803 

2B 35 30 )50 )50 )50 
(101 1151 (251 

.1 Discounl rat. lOX 1.22 1.31 1.13 2.49 2.64 1.75 1.18 1.31 1.29 2.51. 2.58 2.46 

bl Discount ral, 12X 1.21 1.23 1.13 2.47 2.47 1.76 1.17 1.30 1.32 2.53 2.52 2.50 

cl Discounl rale 20X 1.20 1.26 1.13 2.39 2.47 1.72 1.16 1.29 1.30 2.43 2.47 2.40 

Not, : SltU.two A ~ Calculated Yalu,s when I"put,d costs includ,d. 
SituatIon B ~ Caleulat,d valu,s when I"put,d costs "elud.d. 

SF: S.all Far.,rs H F : Marginal Farm.rs A l : Agrleulrural labour,rs 

Flgur,s In par.nth.s.s ar. lntern.l r.t. of r.turn wh.n the subSIdy amount IS ta'.n 
.5 loan. 
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The net present value. as pointed out earlier, 

is a function of the discount rate. For the purpose ot 

the analYSiS, three discount rates (10 %, 12 % and 20 X) 

are used. (The interest rate charged on the dairy loans 

is 10 per cent, the opportunity cost of capital, usually 

taken as 12 per cent in India and to indicate a higher 

rate of return 20 per cent has been taken into account). 

When the imputed cost ,tems are ,ncluded ,n the 

calculat10ns, the present values worked out to Rs.2705, 

Rs.2493 and Rs.1850 respectively for three 

rates the case of small farmers in block 

average investment 1S RS.2057 

interest 

I . 

and 

The 

th1S 

1nvestment has been justified when the d,scount rate 1S 

at a llttle aver the 1nterest rate l.e., 12 per cent. 

In the case of marginal farmers ln block I 

the present values worked out to Rs.3340, Rs.3078 and 

Rs.2284 respectively for the three discount rates. The 

average initial investment is Rs.2150, and thls 

lnvestment has been Justifled even when the dlscount 

rate has been taken at 20 per cent. The net present 

values in the case of agricultural labourers ln the same 

block are very low (Rs.1204,Rs.1119 and Rs.859 

respectively for the three discount rates) agalnst the 

average initial investment of Rs.2500 and even at the 10 

per cent interest rate level also the investment 

justified. 
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In block II the average initial lnv •• tm~nt 01 

the small farmers, Rs.2000, has been justified at 10 per 

cent level but not at 12 and 20 per cent levels since 

the present values worked out are Rs.2005, Rs.1550 and 

Rs.1143 respectively for the three discount rates. 

However, the average initial investment of Rs.2000 1n 

the case of marginal farmers of the same block has 

been justified at all the three interest rates since the 

present values are Rs.2963, Rs.2738 and Rs.2062 

respectively for the three discount rates. 

initial investment made by agricultural 

The average 

labourers 1n 

block II is Rs.2000 and this has been justif1ed at flrst 

two interest rates - Rs.2764 at 10 per cent and 

at 12 per cent - though it is not justified at 

Rs.2594 

20 per 

cent since the present value is Rs.1925 at this rate. 

The significant point is that the upper 

(when imputed costs were excluded from the calculations) 

indicates substantially higher present values in the 

case of all the beneficiaries. However, 1n the case of 

agrlcul tural labourers in block I the present values 

are llttle lower when compared to others. 

The internal rate of return also shows a 

similar tendency as in the case of net present value. 

It is (IRR) 22 in the case of agr1cul tural labourers 

and for all others it is more than this value. For all 
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the categories, the JRR .s faIrly reascnabl •. 

the imputed costs e><cluded, the IRR for the 

categories turns to be more than 50. The pOInt to be 

noted here is that in the absence of subs.dy amount tile 

IRR was found much lower as shown In Table 7. 1 . That 

• s, when the subsidy amount also taken as loan, then the 

JRR the case of dairy schemes of sma I I farmers, 

margInal farmers and agrIcultural labourers In block 

was found as 20, 20 and 5 and In block II It vIas 10, 15 

and 25 respectively. 

The benefit-cost ratlDs are around 1 .21 

the case of small farmers in block I, I.e., for every 

rupee worth of cost incurred, the return IS 1 .21 

the cost included the imputed values. ThIS rat10 

higher at 1.31 in the case of marginal farmers of 

the bloCks. 

realise a 

However, the small farmers In 

lower benefit-cost ratIo at 1.18. 

block 

And 

laJhen 

IS 

both 

I I 

the 

agricultural labourers in block II have hIgher ratIo of 

1.32 

block 

(at 12 % d r) comparing to the.r counterparts 

I who have a lower ratio of 1 . 13. Though 

investment in the milch cattle can be Just.fled .f 

1n 

the 

the 

benefit-cost ratio is more than one, the agr1cuiturai 

1 abourers In block I, as seen earller In the case of 

net present value, are not having a comfortable beneflt-

cost ratio compared to others. When It is worked out 

excluding the imputed costs, the benefIt-cost ratiOS are 
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doubled to 

the blocks except the agricultural labourers in block I. 

Repaying Capacity 

The financial viability of the scheme depends 

also on the beneficiaries' ability to repay the loans 

without affecting their other activitIes. In 

otherwords, the receipts from milk supply should be 

sufficient to meet the repayment obligatIons and the 

expenses required for maintaining the cattle. Most of 

the benefiCIaries sold their milk through mIlk co­

operatIve societies, and a portIon of the value of milk 

has been deducted by the societies for loan repayment. 

Thus, the amount paId by the mIlk societies to the 

benefiCIarIes should be sufficient to meet the out-of­

pocket expenses on the cattle. 

Expected Net Return from Dairy Scheme with ~ Buffalo 

The following are the assumptions on the baSIS 

of which the repaying capacity has been worked out on 

per animal, per lactation and per annum baSIS. 

i ) Beneficiaries feed their mIlch animals 

adequately with concentrates and fodder-both 

green and dry, 
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i i ) 

iii) 

i v ) 

v) 

V I ) 

The lactation period lasts for 300 days, 

The per day mi lk yield is 

For the first 120 days - 8 litres per 

For the second 90 days 5 litres per 

For the th i rd 60 days 3 litres per 

For the fourth 30 days 2 litres per 

The prIce of per litre milk is Rs.2.25. 

The income from the sale of cow-dung, 

butter milk is Rs.l00 per annum 

The cost Involved per day to maIntaIn 

animal is 

LactatIon perIod for the first 120 days Rs.6 per 

for the second 90 days Rs.5 per 

for the th i rd 60 days Rs.2 per 

.-~-= 

day 

day 

day 

day 

and 

the 

day 

day 

day 

for the fourth 30 days Rs.1.50 per day 

Dry period - for 65 days Rs.2 per day 

V II) 

vii i) 

i x ) 

Other expenses (,ncluding veterInary expenses, 

rope and bucket) per annum is Rs.100. 

The capital expenditure on cattle shed IS zero 

The value of own fodder is not taken Into 

account and the opportunity cost of famIly 

labour is taken as zero. 
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,,) 

or more 

paying 

There eMists no difference between the 

blocks and/or between the three categories 01 

borrowers in the feeding practlces, 

yield, cost of inputs and price of milk. 

The worked out figures are: 

Total milk yield 1650 llters 

Income from milk Rs.3712.50 

Income from other sources Rs. 100.00 

Tot ali ncome 

Cost of milk production 

Other expenses 

Total e"pendi ture 

Net Income 

Loan amount deducted 

Surplus income left 
to the beneficiary 

Rs.3812.50 

Rs.1465.00 

Rs. 100.00 

Rs.1565.00 

Rs.2247.50 

Rs.l000.00 

Rs.1247.50 

m 11k 

Thus,if a beneficiary is left with Rs.1247.50 

per annum, after meeting the expenses and 

the loan instalment, then the dairy scheme 

undertaken by the beneficiary can said to be a Viable 

proposition. By assuming that the remaining loan amount 

will be deducted in the next lactation, it can be 

inferred that two years after the loan the beneficiary's 

economic position improves Significantly. 

At the same time, if the value for own labour 

is imputed at Rs.3 per day then the surplus generated by 
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the scheme becomes insignificant tRs.1247.50 - Rs.I095 = 

Rs .152.50). 

Now it is intended to compare the above worked 

out anticipated income and repaying capacity with the 

field level data. For this purpose the data collected 

from both the beneficiaries and milk societIes are used. 

The unIform pattern of deducting the loan amount from 

the benef1ciaries by the m1lk societIes is absent 1n the 

study 

Into 

v11lages. However, the averages have been taken 

account to indicate the repaying capacIty of the 

benefICIaries. The data are related to one lac tat 10n 

perIod and given 1n Table 7.2. 

The net addition to lncome due to daIry 

enterprise varies from Rs.28b for agrIcultural labourers 

In block I to Rs.1200 for marginal farmers of the same 

block. The deductions towards loan do not add 

financIal stra1ns on the beneficiar1es 1n the sense that 

they need not raise addit10nal resources for meetIng the 

out-of-pocket expenses incurred on cattle keeplng. 

However, 

deduct1ng 

labour. 

terms the 

marginal 

the net additlon to income is arrived wlthout 

the imputed cost for fodder and domest1c 

The above figures indicate thet In absolute 

small and marginal farmers in block I and 

farmers In. block II are reallslng hIgher 

income than others. 
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Table 7.2 

Average Value of Milk Supplied, loan Repayment and II,t AddItions to Incooe of the SelECteD 
Dairy loan BenefIcIaries 

(In Rs. J 

-----------------------------------------------------------------------------------------------
Block/Category Average value Average amount M of Ilel addltloo DifferEnce 
of benefICiaries of .ilk deducted by pocket to InCO:f bet ... n the 

supplied to sOCIeties for IMI - 101 e'penses IH-DI-E expected 
the .ilk loan (EI HI InCOIt and 
sOCIety per repayoent the actual 
lactatIon (HI (01 Incoaf 

---------------------------------------------------------------------------------------
~l 

MargInal 
farmers 3445 1075 2370 1170 1200 47.50 

2 Small 
tarlfrs 3054 1028 2026 lObO 966 29l.50 

3 Aqricultural 
labourers 2021 1000 1021 m 2ab 961.50 

~ll 

Marginal 
faroen; 2499 1000 1498 Bl0 559.50 

2 Small 
farurs 2123 1000 1123 700 m 824.50 

3 Agrlcul tural 
labourers 2176 1000 1176 635 541 70b.50 

If the expected net addItIon to lnCDme IS 

taken Into account (Rs.1247.501, then it IS only the 

marginal farmers in block I satisfy thiS norm. And for 

all others the difference between the two v.lues has 

been found high. This indicates that though the 

beneficiaries are left with some surplus, It IS grossly 

inadequate to make them economically vIable. 
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SECTION - II 

Financial Viability Analysis Minor Irrigation Schemes 

In Section II of Chapter VI, the costs and 

benefits of each minor irrigation scheme and the net 

income accrued to the sample farmers have been analysed. 

In thIS section the financial benefit cost analysIs for 

each scheme has been attempted in order to asses the 

viability of the investment made in that scheme. The 

benefit-cost ratio and Internal Rate of Return (IRRl are 

computed for all the schemes separately. The method of 

calculation 

elaborated 

of both benefits and costs has been 

In Section II of Chapter VI. BenefIt-cost 

ratIOS, (il without imputed costs and (il) WIth imputed 

costs have been worked out for each scheme. The 

Internal Rate of Return has been worked out tor three 

situations: 

il When only paid-out costs are included In the cost 

Item, (situation A). 

11) When the imputed costs also are Included WIth the 

paid-out costs, (situation 8), and 

1 i i ) When the subsidy component is lncluded In the 

cost 

part 

of investment, I.e., subsidy treated as a 

of loan to be repaid Wl th Interest 

(situatlon C). 
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The third situation, it is hoped, will swplain 

the importance of subsidy in the m1nor irrigation loans 

to the small borrowers. 

The details of the worked out results have 

been given 1n the Appendices C and D. In wha t follows 

is the scheme-wise financial viability analys1s. 

1.New Well Scheme 

The parameters of the viab1lity analys1s have 

been computed subject to the following assumpt10nsl 

1) The life of the well 1S 40 years. 

ii) The life of the pumpset is 15 years. 

11 i ) The pumpset is replaced during the 11fe of the 

1 v ) 

well and the salvage value of I P set is taken 

as 10 percent of the original cost. 

The development benefit flow has the follow1ng 

characteristics: 

(a) No benefits accrue in the first year of well 

construction since it continues for aver SlX 

* months. 

* In some cases the work will be over 1n less 
than six months but they have to wait for electr1c1ty 
connection; sometimes it takes more than a year to 
get the connection. 
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(b) Only 50 percent of the additional benefits is 

realised in the second year. 

(e) Total benefits start flowing after third year 

v) 

vi) 

onwards. 

The desilting of well and other repair work 

for well are carried out every fIfth ** year. 

The viability analysis assumes water table to 

*** be constant over the life of the well. 

The BIC ratio happens to be the same nable 

7.3) for both the categories indicating a POSitive, If 

not very high, returns from the scheme. However, the 

IRR is high In the case of marginal farmers compared to 

the small farmers. When the imputed cost is included, 

the IRR becomes very low, and at the same time SIC ratio 

also equals to one Indicating that the cont·rlbution of 

own human and animal labour is making the otherWise non-

VI ab 1 e scheme into a Viable scheme. It is Interesting 

to note that when the subsidy amount is Included In the 

cost 

-----

** 

*** 

(situation C), the JRR is reduced In the case of 

Based on the observations collected from the 
sample farmers. 

The water table situation 1n Block-I IS 

normally stable over the years With rarely the 
wells becoming dry. 
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Table 7.3 

Financial Viability Analysis -New Well Scheme 

--------------------------------------------------------
Category 
of farmers 

Benefit-cost Internal Rate of Return (%) 
Ratio at lOY. -------------------------

Situa­
tion A 

Si tua­
t10n S 

Sltua­
tion C 

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

1 Marginal 
Farmers 

2 Small 
Farmers 

1 .29 ( 1 .05 ) 

1 .30 ( 1 .04 ) 

20 

12 

5 B 

3 15 

Note: Figures 1n brackets are SIC ratios when imputed 
costs included in the total cost. 

marginal farmers indicating the importance of SUbSidy to 

the small borrowers to undertake schemes like digging a 

new well. 

2 Deepening of well 

The parameters of the financial 

analysis of this scheme have been computed subject to 

the follow1ng assumptions: 
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i i ) 

iii) 

1 V ) 

.~ ----.. - ~--- , ... 

The period of analysis has been taken 

* years. 

as 10 

The desilting of well and other repalr works 

** will be carried out in the fifth year. 

The water tab lei s assumed to be constant 

over the period of analysIs. 

The additional benefits are realised from the 

fIrst year onwards. 

The detaIls are gIven in Table 7.4. 

As far as th1s scheme 15 concerned, 1t IS very 
d,ff,cult to predIct the expected l.fe of the 
add.t,onal depth achIeved. Moreover, there .s no 
unIformIty In our sample regarding the depth at 
WhICh the well was dug further and the addItIonal 
depth achieved with the help of the loan, etc., 
However, the benefIts received by sample farmers In 
terms of lncrease 1n area under irrigatIon and 
changes in croppIng intensity, have already been 
d,scussed in SectIon II of Chapter VI. In VIew of 
the above facts, while applYIng the test of 
finanCIal VIability, the maXImum permIssIble 
repayment perIod and not the actual expected lIfe 
of thiS scheme, has been taken into account. The 
repayment period varied between 6 and 10 years; the 
upper lImit of the repayment perIod allowed by 
the banks, IS 10 years, so thIS has been taken 
Into account. 

** Based on the observations collected from the sample 
farmers. 
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Table 7.4 

Financial Viability Analysis - Deepening of well Scheme 

-------------------------------------------------------
Block and Benefitl In t e rna I Rate of Return ( 'l. ) 
Category cost ---------------------------------
of farmers ratio at Situa- 5itua- 5i tua-

10% t ion A t ion B t ion C 
--------------------------------------------------------

Block L 

1 Marginal 
Farmers 

2 Small 
Farmers 

Block li 

1 Marg1nal 
Farmers 

2 Small 
Farmers 

1. 55 
( 1 .09) 

1 .75 
( 1 . 32 ) 

1 .52 
(1.29 ) 

1.55 
(1.10) 

50 12 35 

> 50 50 > 50 

40 20 30 

> 50 15 50 

Note: Figures 1n parentheses are BIC ratIOS when Imputed 
costs 1ncluded in the cost. 

It is interesting to observe high Blc ratIO as 

"J ell as IRR all the cases, making the scheme 

fInancially viable one. However, in sltuat10n B, both 

the Blc ratio and IRR have been reduced considerably. 

In SItuation C, the IRR values indicate that even if the 

subsidy component 1S taken as a part of the loan, the 

scheme wi I I be financially viable to the small 

borrowers. 
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3. Oil Engine Scheme 

The paramters of the viability analysIs under 

this scheme have been computed subject to the 

assumptions: 

( i ) The life of the oil engine IS 10 years. 

( i i ) The engine is repaired every year; and 

<i i i ) The salvage value at the end of 10 years 

is 10 percent of the original cost. 

Table 7.5 

Financial Viability Analysis - Oil Engine 

Block and Benefit/ 
Category cost 
of farmers ratio at 

10% 

Block 1. 

1 MargInal 
Farmers 

2 Small 
Farmers 

Block li 

1 Marginal 
Farmers 

2 Small 
Farmers 

1.30 
(1.15) 

1.59 
( 1 .30 ) 

1.62 
(1.17> 

1. 70 
( 1 . 23 ) 

Internal Rate of Return (%) 

Situa­
tion A 

> 50 

> 50 

) 50 

) 50 

SItua­
tion B 

18 

) 50 

50 

50 

Situa­
tIon C 

> 50 

) 50 

) 50 

) 50 

Note: Figures in the parenthesses are B/c ratIos when 
imputed costs included in the cost. 
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This scheme has been financially viable to all 

the farmers and it provides a higher Sic ratio combined 

with a higher rate of IRR. Except in the case of 

Marginal Farmers in block I whose IRR is very low in 

situation B, on the whole, in all other Situations the 

IRR is 50 and above 50. It is interesting to note that 

in situation C all the four calculated values of IRR are 

above 50. 

Further, all the three schemes studled were 

found as financially viable in terms of their benefit-

cost ratio and internal rate of return. However, under 

two sltuations: (i) when the imputed costs were included 

in the cost of the scheme, and (ii) when the SUbSidy 

component was also considered as loan - the values of 

both benefit-cost ratio and internal rate of return got 

reduced. ThiS particularly happened ln the case of new 

well and deepening of well schemes and was conspiCUOUS 

in the case of marglnal farmers who undertook the 

schemes. 

above 

The above findings imply that the small and 

marginal farmers need subsidised loans to undertake the 

mlnor lrrigation schemes; and their access to the 

lnfrastructural facilities has to be improved to enable 

them to realise the intended benefits. 
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CHAPTER VIII 

SUMMARY OF FINDINGS AND CONCLUSIONS 

In this chpater, a summary of theoretical 

Issues discussed and findings of the empirical analysis 

carried out and the suggestions emanating from the 

findings have been outlined. 

sma 11 

A positive discrimination in favour of poor 

and marginal farmers, agricultural labourers and 

rura 1 artisans in the credit oriented rural 

development programmes and schemes has been observed 

Since late nineteen seventies in most of the developing 

countries including India. The organised financial 

institutions in these countries [Primary Agricultural 

Credit Cooperative Societies (PACS), Commercial 

and Regional Rural Banks (RRBs) in the case of 

Banks 

India] 

are required to involve themselves in providing loans at 

concessional interest rates to those people identifIed 

as poor by the state agencies or departments 

DIstrict Rural Development Agency (DRDA) in India}. The 

role of organised financial institutions, more 

speCifically commercial banks, in the proviSion of cheap 
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credit has received both acclaims as well as criticisms 

from the economists world over. 

Theoretically, one school of thought favours 

the involvement of such organised financial institutions 

in the subsidised, low interest, credit programmes for 

the following reasons: 

1) to relieve the rural poor from the clutches of 

11) 

11 i ) 

non-institutional credit sources I ike village 

money lenders, who not only charge exorbitant 

interest rates on poor but in the process squeeze 

off their productive assets. 

to enhance the participation of rural poor 

the production process there 15 a need 

in 

for 

external financial assistance as they are cap1tal 

starved. 

interest 

By granting the poor adequate low 

rate loans to acqUIre new assets or to 

improve the utilisation of existing assets, theIr 

employment and income levels could be 1mproved. 

as the utilisation of infrastructural fac1lItIes 

and services is found positively associated with 

the assets (land holdings, more speCIfically) of 

rural households, there arises a need for 

improving the access of the rural poor to such 

facilities and services by improving theIr asset 

base. 
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Hence, it is argued that by a change in the 

policy orientation of the organised credit institut1ons, 

the assetless and low-capital-base poor also can be 

financed adequately which will help them to become 

financially viable. And in the process the credit 

worthiness of the poor will also improve. 

Contrary to the above perspective, another 

school of thought disfavours bringing into the scene 

financial institutions to provide cheap credit to the 

poor on the following grounds. 

i ) 

1 1 ) 

The government interference, in any form, in the 

banking structure 1S not desirable. The 1nterest 

rates to be charged by the banks should be left to 

the market forces to decide, and not to the 

government. The administered structure of interest 

rates, 

c red i t 

under which interest rates on deposits and 

are specified and so also the mandatory 

allocat1on of credit for specif1c sectors w1th 

varying degrees of concessionality, 

the banking system. 

will distort 

As the capital is scarce in developing countr1es 

its allocation and use should base on ltS return. 

However, in the process of serving a large number 

of small borrowers the viability of f1nanclal 
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institutions may be eroded. That is, they can not 

all oc at e the capital where the returns are very 

high; instead, the capital is siphoned to cheap 

credit schemes. 

iii) The special programmes and schemes could better be 

directed towards the improvement in the functioning 

of product markets and e~tension services and 

stabilisation of prices, which are, rather, more 

powerful in determining the economic viability of a 

poor person, say a small farmer, than the credIt 

avaIlability. 

Hence, the state should not Interfere In the 

working of financial institutions either by fIXIng the 

Interest rates or by llmiting their portfolio 

allocations. 

Yet another school argues that, without 

disturbing property and social relations which presently 

prevail in the rural areas of developing countries, no 

amount of rural development programmes, even If they are 

Implemented by application of business management 

methods and sophisticated technologies, would succeed in 

the upliftment of the poor. That is, gross inequalities 

in the distribution of land, and other assets reduce the 

impact of technological advances on employment and 

levels of living among the poor. This school of thought 
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is against the attitude of helping th~ poor tv i th 

subsidies and free doles by the government and the non-

governmental 

tions. 

organisations (NGOs)/voluntary organisa-

The controversial view pOInts apart, 

empirical/field situation in the rural areas 

developing countries like India is more complex 

the 

of 

and 

compl icated. The strategies followed by the government 

of India, to improve the economic condItions of the 

rural poor, time and again, orient with the involvement 

of credit institutions. Prior to the nationaiisation of 

major commercial banks in 1969, it was cooperatIve 

credit societies which were expected to playa catalytic 

rol e in the agricultural and rural 

programmes. But after 1969, the commercial 

development 

banks and 

their foster-child Regional Rural Banks (RRBs) WhICh 

were established in 1975, are increasingly Involved In 

fInancing the rural oriented schemes and programmes. 

The perspective on which the rural development 

programmes are formulated and implemented in IndIa IS on 

the lines of "Rural Development: Sector Policy Paper" 

of the World Bank (1975). The paper observed that 

·'Rural Development is a strategy designed to improve the 

economic and social life of a specific group of people -

the rural poor. It involves extending the benefits of 
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development to the poorest among those who seek a 

livelihood in the rural areas. The group includes small­

scale farmers, tenants and landless". 

In India, the thrust of rural credi t pol icy 

has been on the provision of timely and adequate flow of 

credit, especially to meet the requirements of small and 

marginal farmers and the weaker sections of the SOCiety, 

such as agricultural labourers and rural artisans. The 

Seventh Five Year Plan Document (1985-90), Government of 

India, listed the following as the instltutlonal 

policy: 

credlt 

i 1 

11) 

To secure an 

institutional 

development; 

To direct a 

increase in the total volume of 

c red i t for agricul ture and rura I 

larger share of the credit to the 

weaker sections; 

i i 1) To reduce the regional imbalances ln the 

1 V 1 

v) 

availability of credit; 

To bring about greater co-ordinatlon between 

different credit 

agency system; and 

institutions under the multl-

To improve the recovery of institutlonal loans to 

ensure continuous re-cycling of credit. 
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Hence, in accordance with the above policy, a 

large number of rural poor oriented programmes 

Integrated Rural Development Programme ( I RDP ) 

like 

and 

Differential Interest Rate Scheme are under the process 

of implementation and the commercial banks and RRBs are 

taking care of the loan component; the subsidy amount is 

sanctioned to the beneficiary by the government 

the DRDA. 

through 

The secondary data analysis on the growth of 

rura 1 credit in India shows a phenomenal growth of 

commercial banks and RRBs in terms of number of 

branches, deposits, credit disbursement, priority sector 

advances and coverage of small borrowers ln the rura 1 

areas (Chapter I I I). 

The mechanism by which these banks flnance the 

rural poor can be briefly stated as below: 

The specially designated agency called DRDA at 

the district level with the coordinatlon of respectlve 

Block 

Level 

persons 

Development Offices (BDO) and help of Vlllage 

Workers (VLWs) identifies the eligible/poor 

from the rural households by conductlng an 

economic survey on such households. 

After the survey, with the help of credlt 

institutions (which are coordinated by the Lead Bank of 

the district), bankable schemes/projects are prepared 
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<District Credit plan). While formulating such schemes, 

the resource endowment/potential of a particular region, 

and the level and availability of infrastructural 

facilities are taken into account. That IS, area 

specific, resource oriented, technically feaSible and 

financially viable schemes are prepared. 

The identified beneficiaries, In accordance 

wi th the schemes formulated (such as dairYing, minor 

irrigation, animal husbandry, artisans development), are 

supplied with assets like milch cattle, sheep, goats, 

bullocks, 

implements, 

bullock carts, tyre carts, tools and 

oil engines and electric motor pumpsets. 

Also, under minor irrigation schemes, the financial help 

is extended to dig a new well, deepening of well and for 

laying pipe line. To acquire these assets and to 

improve the farming activities the loans are prOVided by 

the financial institutions along with a subSidy from the 

government. It is sufficient the beneficiaries repay 

the loan component. The rate of subsidy IS fixed on 

the basis of beneficiaries' economic as well as SOCial 

status - 25 per cent for small farmers, 33 per cent for 

marginal farmers and agricultural labourers and 50 per 

cent for schedule caste agricultural labourers and women 

beneficiaries. 

303 
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and the 
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It is expected that due to the enhanced asset 

position and improved utilisation of existing assets, 

the beneficiaries' employment and income 

increase. 

levels would 

Section 

The 

I I ) 

review of empirical studies (Chapter 

highlighted certain drawbacks 

II, 

the 

implementation and in 

specially designed 

the working of 

for the poor. 

the schemes 

Improper 

identification of beneficiaries leading to 

misutilisation of schemes, more particularly in respect 

of the subsidy component, was brought out by some 

stUdies. A few studies pointed out the lack of 

supervision and follow-up by the block and bank 

officials as the reasons for the poor performance of the 

programmes leading to the problems of loan recovery and 

the overdues. These drawbacks notwithstanding, some 

studies did find improvement in the economiC condition -

in terms of assets, employment and income of the 

beneficiaries after availing the loan. 

The approaches followed by the earlier studies 

to analyse the impact of special schemes on the poor not 

only varied widely, but also their objectives and scope 

were found to be varying. A very few studies worked 

out the Viability of the loans provided to the small 

borrowers. The shortcomings and drawbacks of the 
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earlier studies/approaches with respect to samplIng, 

measurement, etc., were pOInted out (Chapter I I ) . 

Keeping in view the research gaps CIted, the pr-E'sent 

study was taken up. 

The study focusses on the small borrowers who 

have availed institutional credit and examInes VarlOUS 

aspects relating to it. To elaborate, the study has set 

before itself the following objectives: 

( i ) 

( i i ) 

(iii) 

( i v ) 

To study the procedures of benefICIary 

identification 

banks; 

and project formulation by the 

To examine the accessibility of the selected 

small borrowers to the bank credit, lnfrastruc-

tural facilities and services; 

investigate into the utilisatlon pattern of To 

the loans borrowed by the selected small 

borrowers; 

To assess the changes in the economIc 

of the selected borrowers between the 

post-loan periods; 

condItIon 

pre-and 

(v) To find out the rate of return on the investments 

(v i ) 

made by 

viability 

borrowers; 

To examine 

the small borrowers and the fInancial 

of the loans sanctIoned to such 

the loan repayment performance of the 

selected borrowers. 
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In order to conduct the present 

Coimbatore district in the State of Tamll Nadu, 

study, 

India 

was purposively selected by keeping in mind certain 

like the relative concentration of indicators 

agricultural labourers, the allotment of funds for the 

benefit of small borrowers and the performance In th" 

implementation of special schemes. On the basis of 

similar 

blocks 

(Block 

(Block 

indicators referred above two blocks out of 21 

in the district were selected Madathukulam 

I ) , a relatively developed area and Pongalur 

II) a less developed area. On the basis of an 

analysis carried out on the credit-oriented schemes 

implemented for the benefit of small and marglnal 

farmers and agricultural labourers in these two blocks, 

two relatively important schemes namely, mlnor 

irrigation scheme and dairy loan scheme only were taken 

up for the study. Under minor irrigation scheme, three 

types were distinguished: new well, deepenlng of well 

and oil engine. 

under 

Credit facilities to prospectlve beneflciarles 

the two selected schemes were found to have been 

implemented through commercial bank bra<lches and/or 

Primary Land Development Bank operating in the two 

selected blocks respectively. Hence, beneficiary lists 

those of the selected schemes were obtained from 

branches for the purposes of the field investigatlon. 
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All the borrowers who borrowed mlnor 

irrigation loans for digging new well, deepEning of well 

and to purchase oil engines from the above said 

institutions between 1978 and 1982, together numbering 

74, (40 from block I and 34 from block II) were selected 

to conduct the survey. In the case of dairy scheme 

however, as the number of beneficiaries was very large 

by adopting random sampling method 187 beneficiaries 

(108 from block I and 79 from block II) from the three 

categories of borrowers, namely, small farmers, marginal 

farmers and agricultural labourers were selected. 

The primary data collected was tabulated and 

analysed by using the statistical tools and methods like 

averages, percentages, regression analysis, and ratios 

and financial viability analysis. 

has been classified schemewise 

facilitate a comparative analysis. 

The collected data 

and categorywise to 

To find out the impact of dairy loans on the 

income, employment and asset position of the selected 

beneficiaries, two methods have been adopted. The first 

one is the inter-temporal (before-after) method wherein 

the post-loan income, employment and asset position of 

the selected beneficiaries have been compared With that 

of their pre-loan levels. The differences found between 

the two points of time are attributed to the impact of 
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the loan. The second method is the cross-sectional 

analysis in which the income levels of the selected 

beneficiaries are compared with that of selected non-

beneficiaries and the difference in income level of 

beneficiaries, if any, has been attributed to the impact 

of the financed schemes. 

Further, to capture the impact of dai ry loans ln 

a comprehensive manner, the income and employment of the 

selected small and marginal farmers, who took dairy 

loans have been classified into three categorles: net 

farm Income and employment, net non-farm income and 

employment and net income and employment from dairying. 

The pre-loan levels of these three categorles of income 

and employment are compared with that of post-loan 

levels to reveal the impact of dairYlng. Similarly, the 

income and employment levels of selected agricul tural 

labourers have been classified into three types: wage 

employment and income, employment and income from other 

than wage labour and employment and lncome from 

dairying. The pre-loan position with regard to the 

above mentioned three categories of income and 

employment has been compared with that of post-loan 

position to find out the impact of dairy loans. 

Apart from the above, a productlon functlon 

has been used to know the influence of selected 

independent variables on the milk production. And to 
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evaluate the financial viability of the dairy loans four 

criteria are used. They are, (i) Pay-back period, 

(iii) Benefit-cost ratio, and 

<l i ) 

( i v ) Net present value, 

Internal rate of return. 

To work out the lmpact of minor IrrIgation 

schemes on the farm economy of the selected small and 

marginal farmers, the inter-temporal approach (before 

and after the loan) has been adopted. The changes which 

are observed in the case of selected variables due to 

the minor irrigation works undertaken by the selected 

beneficiaries have been attributed to the impact of such 

loans. The details of variables selected, the methods 

of computation of cost and value of output are discussed 

in the respective sections of the relevant chapter 

(Chapter VI). To measure the financial viability of 

benefit-cost minor irrigation loans two criteria: (i) 

rat io and (i i) internal rate of return, are used. 

The important findings of the study are as follows: 

Dairy Sc:heme 

While identifying the eligible beneflclarles 

for dairy loans no household survey was done in both the 

blockS. The beneficiary lists were prepared by VLWs 

arbitrarily with th~ help of secretaries of MPC5s. 
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The literacy rate among the selected 

agriculture labourers was found to be very low compared 

to that of the small and marginal farmers. 

The access to the MPCS, of the selected 

beneficiaries was fairly satisfactory. However, in one 

village the Scheduled Caste agricultural labourers are 

deliberately not allowed to become members on social 

considerations. This social barrier has become a major 

limiting factor in the way of economic 1mprovement of 

such labourers. 

The access of the selected beneficiaries to 

the bank credit for a second dairy loan or crop loans 

was found very low even in block I which 1S better 

placed in terms of banking facilities. Simi I ar ",as the 

case wi th their access to veterinary hosp1tals and 

cattle insurance. This implies that the mere presence 

of financial institutions (banks, ASCS), and veterinary 

hospitals does not have any impact on the small 

borrowers unless they are made to utilise such 

facilities. 

The overall percentage of misut1lisat1on of 

dairy loan was found as 17.6. In other words, 33 out of 

187 beneficiaries selected were found to have sold thelr 

mi lch animals at the time of field survey. Low mllk 

yield was the reason attributed to this phenomenon. As 

they were supplied with low quality animals 

unremunerative and hence the sale of animals. 
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Returns to Investment in Dairy Scheme 

Marginal Farmers 

Sma 11 and 

Those beneficiaries who were able to continue 

maintaining the milch animals realised an inc re ase in 

their income. The average net income from daIrYIng has 

increased from Rs 360 (before the loan) to Rs 1746 

(after 

8lock-I 

the loan) in the case of marginal farmers In 

and from Rs. 227 to Rs. 835 for their 

counterparts in 8lock II. In the case of small farmers 

in 8lock-I the increase has been from Rs 457 to Rs 1531, 

and for their counterparts in 8lock II the increase has 

been from Rs 478 to Rs 822. The increase in income has 

been more pronounced in the case of marginal 

than small farmers. 

farmers 

The rate of return per rupee invested IS 

higher in the case of marginal farmers followed by the 

small farmers in Block I. However, it is very low in 

the case of small and marginal farmers in Block II. The 

point to be emphasised here is that when the incremental 

income-investment ratio is worked out for the ac tua 1 

loan amount sanctioned, the ratios turned out to be very 

low. Had they purchased the animals for the entire 

amount without any leakage the rate of return would have 

been higher than what is obtained here. 
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The level of income of the non-benellclary 

households of both small and marginal farmers In the two 

blocks is found lower than the beneficIary households. 

Significant improvements ln the employment 

level and asset position (especially llvestockl of the 

selected small and marginal farmers In both the blocks 

are observed. 

The production function analYSIS carrIed out 

revealed the significant influence of concentrates all 

cakes, cotton seed and rice bran on the value of mIlk 

production (in the case of small and margInal farmers). 

The loan repayment performance of the selected 

small and marginal farmers in both the blocks was found 

satisfactory. The percentage of benefICIarIes who 

repaid the loan according to schedule of payment was 

very high (75 Xl in the case of margInal farmers In 

block I and was low (36 Xl in the case of theIr 

counterparts in block II. This percentages were 55.5 

and 50 in the case of small farmers in block r and r I 

respectively. Two factors which facilitated the loan 

recovery were the membership of the selected farmers In 

MPCS and the tie-up arrangement that existed between the 

MPCS and the branches of commercial banks In the study 

area. 
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Dairy Scheme and Agricultural Labourers: 

The impact made by the dairy scheme on the 

employment level and the asset position of the selected 

agricultural labourers was found as significant. 

Mean differences between pre-and post-loan 

incomes and their significance tests revealed that both 

the sub-groups - SC labourers and 'other labourers' - in 

the two blocks have registered a significant (at 1 per 

cent level) increase in their net income from dairying. 

But the level varied across the blocks and social 

groups. In absolute terms the increase in the net 

income of SC labourers was Rs 303 and Rs 375 In block I 

and block II respectively. The corresponding figures 

for other agricultural labourers were Rs 428 and Rs 497. 

The rate of return per rupee invested in dairy 

scheme was found as very low in the case of all 

labourers. The reasons attributed to this situation 

were the low milk yield and poor maintenance of the 

milch animals by the beneficiaries. 

When the total household income of 

agricultural labour beneficiaries was compared with non-

beneficiary households of the same category, the 

difference in their income was found to be considerable. 

Due to the higher income from dai rying, the 
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benef,ciary SC and non-SC households are better placed 

than the corresponding non-beneficiary households. 

The results of production functlon analysIs 

for the category of agricultural labourers considered 

together show that the selected independent variables 

namely, value of fodder and value of concentrates In 

case of beneficiaries in block I and the value of 

concentrates and labour expenses in case of block I I 

significantly influenced the value of mllk productlon. 

The loan repayment performance of the 

agricultural labourers, particularly those belonglng to 

SCs, was poor. That is, the percentage of cases of 

default was found very high in the case of above 

mentioned category of agricultural labourers in both the 

blocks. The reasons for the poor repayment performance 

were noted to be poor quality of the anlmal reflectlng 

in low milk yield and low income, poor feeding practices 

and also lack of supervision by the block as well as 

bank officials. 

Financial Viability Analysis Dairy Loans 

The financial viability analYSIS revealed the 

following: The worked out pay-back perlod for the dairy 

loan scheme varied from 3 to 4 years; however, when the 
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imputed costs were included in the paid-out costs, this 

period increased to 6 to 7 years. The IRR was higher in 

the case of all the three categories of borrowers but 

turned out as very low when the imputed costs were also 

taken along with the paid-out costs. The benefit-cost 

ratios estimated were found satisfactory for all the 

categories excepting agricultural labourers In block T. 

The economic viability of the daIry scheme was 

also measured by working out the repaying capacity. 

When the expected net income and the actual inc.ome 

realised by the dairy scheme were computed and compared, 

it was found that only the marginal farmers in block I 

had adequate income and relatively better repayment 

capacity and these were very low in the case of 

agricultural labourers in the same block. In block I I 

the repayment capacity of all the three categories of 

the small borrowers was found as low. 

Minor Irrigation Scheme 

The overall literacy rate of the selected 

small and marginal farmers was found as 51 per cent. 

Their membership in ASeSs and the utilisation of 

benefits of the Training and Visit System (T and V) were 

poor. This was mainly due to the lack of access the 

selected farmers had to the services of ASeS and T & V 
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System. 

credit 

Similarly, the selected farmers access to bank 

was poor. Only four out of forty farmers 

selected had received crop loans in block I whereas in 

block II none was found to have received crop loans. 

In the case of all the seven farmers who 

have taken loans to dig new wellS, the bank officials 

undertook the project formulation exercise befor. 

sanctioning the loans. For the rest of the schemes no 

such detailed advance flnancial analysiS was done. 

As far as utilisation of loan is considered, 

only in 2 out of the 74 cases, it was found that big 

farmers got oil engines in the name of small farmers. 

The loan and subsidy amount sanctioned to the 

selected beneficiary farmers were found adequate e)(cept 

In the case of new well scheme. After the schemes were 

undertaken, the following are the changes observed: 

schemes 

New well 

enabled 

scheme as well as 

an increase in the 

the other 

area 

two 

under 

Irrigation. A significant change in the cropPing pattern 

In favour of commercial crops - was observed after the 

lncrease in area under irrigation. Increase in cropping 

intensity was comparatively more in block II compared to 

block I. However, the value of inputs used per hectare 

was more in block I than in Block II. 
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Th e studied schemes have resulted in an 

improvement in the income level of the selected farmers 

in varying degrees in both the blocks. In Block I, the 

percentage increase in net income is higher in the case 

of new well scheme; both the small and marginal 

have realised increase in their income levels. 

farmers 

However, 

marginal in absolute terms, the net income per acre of 

farmers who undertook new well scheme is the lowest (Rs 

1556) compared to other schemes. The net income of 

small farmers has increased substantially in the case of 

new 

case 

have 

the 

the 

after 

case 

well 

well and oil engine schemes and marginally 1n the 

of deepening of well. On the whole, the schemes 

resulted in an improvement in the income level of 

sample farmers. Another striking feature 1S that 

output-cost ratio has substantially been increased 

the loan in the case of small farmers. In 

of margInal farmers, with respect to deepening 

the 

of 

and oil engine schemes the output-cost ratio has 

decreased slightly and in the case of new well scheme It 

has registered a marginal increase. 

In Block I I the net income per acre ln 

absolute terms is low compared to block I, the lowest 

being Rs 1113 in the case of small farmers who undertook 

oil-engine scheme. However, the percentage increase ln 

net Income per acre of them is higher (lOB 'l.) and the 

output-cost ratio also has increased marginally. As for 
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as the marginal farmers are concerned the oil engine 

scheme has benefitted them most: the output-cost ratio 

increased from 150 to 210 between the two periods and 

their net income increased to the tune of 261 per cent. 

The loan repayment performance of the selected 

farmers in both the blocks waS found better. Majority 

of them found to have repaid the loans promptly. The 

regular repayments by some of the farmers were also 

observed. The three important factors, among others, 

that were attributed to the prompt repayment of loan 

instalments by the selected farmers were: the subsidy 

electriCIty component of the loan, tree/conLessional 

charges and additional income they were able to receive 

by undertaking the minor irrigation schemes. And only In 

a few cases - 5 out of 38 in block I, and 2 out of 34 in 

block II defaults were found. The inadequate Income 

was the main reason attributed for the non-repayment of 

loan. 

The financial viability analysis revealed the 

following: 

In the case of new well scheme the benefit 

cost ratio was same for both small farmers and marginal 

farmers 

returns 

indicating a positive if not very high (1.3 Xl 

from the scheme. However, the IRR is high in 

the case of marginal farmers compared to the small 

farmers. When the imputed cost is included, the IRR 
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becomes very low and at the same time benefit cost rat10 

also equals to one indicating the 

contribution of own human 1 abour 

fact that 

is turning 

the 

the 

otherwise non-viable scheme into a viable activity. 

When the subsidy amount is included in the cost, the IRR 

1S reduced in the case of marginal farmers indicating 

the importance of subsidy to the small borrowers. 

80th benefit cost ratio and IRR were found 

high 1n the case of deepening of well scheme. Similarly 

the oil engine scheme was found as financially viable in 

respect of all the sample farmers concerned and it led 

to a higher benefit cost ratio and IRR. However, under 

two situations: ( i ) when the imputed costs 

1ncluded in the cost of the scheme, and (ii) when 

subsidy component was also considered as loan 

were 

the 

the 

values of both benefit-cost ratio and internal rate of 

return got reduced. This particularly happened in the 

case of new well and deepening of well schemes and was 

conspicuous in the case of marginal farmers 

undertook the above schemes. 

The above findings imply that the small and 

marginal farmers need subsidised loans to undertake the 

mInor irrigation schemes; and their access to the 

infrastructural facilities has to be improved to enable 

them to realise the intended benefits. 
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Suggestions 

findings 

the rural 

In the light of the above analysis and 

the following suggestions are made to improve 

credit delivery system which in turn may 

narrow down the 'differential access to credit' and its 

effective utilisation by the small borrowers. While 

doing so, the recent policy changes announced both by 

the central and state governments with respect to rural 

credit structure, and the latest ideas e~pressed about 

the rural credit 3ystem by a few scholars are also kept 

in mind. 

(i) In the process of helping the rural poor 

under special programmes like IRDP three agencies are 

involved - the DRDA, Block Development Office (BDO) and 

the financial institutions like commercial banks and 

RRBs. The DRDA draws up a programme for 

covering different types of activit1es 

categories of borrowers amongst small 

every year 

and varlOUS 

and marg1nal 

farmers and agricultural labourers. The Block level 

machinery 1S e~pected to conduct household surveys to 

identify eligible beneficiaries and formulate suitable 

schemes in consultation with those identif1ed. Each 

beneficiary is tagged to an individual bank branch to 
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get necessary financial assistance. The subsidy amount 

to the particular beneficiary is released to the 

respective bank branch and the branch sanctions the loan 

along wlth the subsidy. A Purchase Committee IS formed 

at every block level to get quality assets to the 

beneficiary. Thus, the scheme envisages close 

coordination of all the developmental agencIes and 

fInancial institutions at block level. 

However, during the field survey was 

observed that in majority of the cases the much expected 

coordination 

was absent. 

among the above three major functionaries 

The bank branch would receive the list of 

benefIciaries from the block office suggesting i t to 

sanction the loans. The bank would not be having any 

information or record about the beneficiaries. ThIs 

happens, inspite of the fact that the bank branch has 

its own financial norms/scale of finance and well 

prepared financially feasible schemes to suit 

beneficiaries. Thus, at the beginning itself 

involvement of banks was found limited. Once the 

the 

the 

loan 

and subsidy is released and the beneficiary is supplIed 

with an asset, the block machinery withdraws from the 

scene and the onus of recovering the loan falls on the 

bank branch. The bank has to chase the beneficiarIes to 

recover the loan. 
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To avoid the above described irritant in the 

smooth implementation of the schemes, it IS essentIal 

that there is strict adherence of the agencies to the 

guidelines given to them by the government. Apart from 

this, a suitable publicity in the mass-media about the 

credit schemes would help to create awareness among the 

rural people. The awareness created among the poor 

people regarding income assessment procedures, viable 

schemes, loan and subsidy component, utilIsation of the 

scheme, repayment procedures, the 

extension services and marketing facilities and 

lncentives would go a long way ImprovIng 

of 

the 

the 

implementation and working of special schemes deSigned 

for the benefit of rural poor. 

.. ;" 

( i i ) With respect to dairy loans the recovery 

rate was very high whereever there eXlsted a close 

coordination or a tie-up arrangement between the bank 

branch and the MPCS. This is a clear example showlng 

how an effective cooperation between two agencies brlngs 

fruits to all concerned. This should be emulated by the 

district, block and village level functionarles wlth 

respect to other schemes too in all the places. 

(iii) Provision of quality animals ensures 

higher income to the beneficiary. To a benefICIary who 

successfully utilises the first loan, a second loan can 

also be sanctioned to enhance his income further.· 
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( i v ) Only a viable eLonomiL aLtivlty whiLh 

is likely to raise the inLome level of the benefiLiary 

on a lasting basis should be taken up for 

implementation. The emphasis should be on finanLlng one 

or two sLhemes in whiLh the benefiLiary has a genU1ne 

interest. This will ensure a better utilisation and 

improved returns from the sLheme. 

( v ) Though the demand Lurve for mllk 1S 

always steep upwards right (i.e. along with a Lontlnuous 

increase in the priLe of milk) in Coimbatore distriLt 

and ensures a fair inLome to those who possess m1lLh 

animals, the undue emphasis given to the dairy sLheme 1n 

the rural poor oriented speLial programmes should be 

avoided. The reason is that the supply of good quallty 

milLh animals on a sustainable basis to the prospeLt1ve 

benefiLiaries is not possible. Therefore, Lal f rearing 

sLheme should be enLouraged, for it is a natural 

LonLomitant of dairy development sLheme. 

( vi) Future availability of good quallty 

mi ILh animals depends upon the importanLe attaLhed to 

Lalf rearing at present. As per the DistriLt Cred1t 

Plan,! Coimbatore district, by rearing two ~eifer Lalves 

the beneficiary can get a net inLome of Rs 5000 to Rs 

6000 after 20-24 months time. That is, the value 

addition Lurve has mULh steeper upward slope after about 

10 to 12 months in the Lase of Lross-bred Lalves. 
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(v i i ) For the proper utilisation of dairy 

scheme and calf rearing, the feed supply and veterinary 

services have to be ensured. The genetic quality of 

livestock can be improved by increasingly resorting to 

maintenance of the cross-bred calves. Training the 

beneficiaries in management of milch animals and milk 

production practices assumes significance as the cross-

bred animals are more prone to diseases. In 

otherwords, the risk involved in rearing cross-bred 

calves and milch animals is very high compared to the 

traditional breeds. Increasing facilities for vaccina-

tion and cattle health services would reduce such risks 

to a great extent. 

(viii) The emphasis placed here on the calf-

rearing scheme as well as milch animal scheme is not 

merely on the basis of beneficiaries' point of view but 

also from the view point of district economy as a whole. 

That is, the Livestock Census
2 

of Coimbatore district 

for the years 1982 and 1987 reveals that the tot al 

number of cattle has declined from 4,86,616 in 1982 to 

3,35,287 in 1987 (-38 X). The number of buffaloes has 

declined from 2,07,788 in 1982 to 1,54,245 in 1987 

(- 25.77 X). Also it is estimated that the fodder 

production in the district showed a deficit of 1.58 

million tonnes in the case of dry fodder and 1 .21 

3 
million tonnes in the case of green fodder. Therefore, 
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the district administration can either take up efforts 

to increase green fodder production besides improv1ng 

the genetic quality of milch animals or can compl~tely 

give up calf rearing programme. That is, it is 

economically unfeasible to rear cross-bred heifer calves 

under fodder shortage situation as observed by NABARD4. 

( i x ) Wi thout fodder base and regular feed 

supply it is highly difficult to maintain milch animals. 

And it was observed that the cost of animal feed has 

increased 

production 

much faster than the price of milk 

5 during the last ten years. 

and milk 

So, by 

increasing the production of cattle feed by encourag1ng 

such industries on a large scale on a priority basis, it 

would not only be possible to ensure feed supply but 

also to reduce the cost of feed. 

(x) The identification of diversified schemes 

would base on the resource potential/endowment of the 

blocks on the one hand and the existing occupational 

pattern of the beneficiaries on the other. Then only 

the schemes implemented assure an lncrease 1n the 

employment and income to the beneficiaries. 

( xi) The percentage of landless households 

has been one of the highest in Tamil Nadu, 19.13, next 

only to Maharastra having 21.24, while that at all-Ind1a 
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level has been 6 11.33. Apart from this, what we 

observed during the field survey in the selected blocks 

calls for an increased outlay on non-land based schemes, 

tha t is, the exodus of both agricultural labourers and 

marginal farmers to the nearby cities and towns as 

construction workers. Hence, the identification of non-

land based schemes assumes more signifIcance. 

As far as minor irrigation scheme IS 

concerned, th e following are a few points and 

suggestions that can be postulated: 

(x i i) Except in a few pockets, diggIng of new 

wells In block II is an uneconomic proposition as the 

ground water potential of the block is already over-

7 
tapped. Wherever ground water units are available, 

digging of wells and deepening of existing wells could 

be undertaken but with an increased scale of finance as 

the labour charges have increased and the water table 

has declined not only in this block but also In the 

8 
district as well. Further, some portion of the area of 

this block receives canal water supply in alternate 

years, tha t too, of course, depending upon the water 

level in the Aliar Reservoir Project. The poor 

maintenance of supply channels was observed during the 

field survey. This can be avoided to increase the area 

under irrigation and also for the efficient utilisation 

of the scarce water. 
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In block I, there is still much scope for both 

digging new wells and for deepening of existing wells as 

9 per ground water surveys . It has been reported that 

around 1500 more new wells/digging of the existing ones 

are possible in this 810ck
10

. This indicates that there 

is good scope for further minor irrigation activities. 

The scale of finance should be increased for all the 

minor irrigation schemes - new well, deepening of well, 

oil engine, electric motor pumpset, laying pipe lines 

as the cost of materials as well as labour charges have 

increased over the years. 

(xiii) At present the electricity is supplied 

at free of cost to the farmers (for irrigation purposes) 

of T ami I Nadu. Earlier, only the small and marginal 

farmers availed this facility (free electricity supply) 

and the other farmers paid electric charges on the basis 

of horse power of their motor pumpset (Rs 100 per h p 

per annum, payable in two instalments). Wi th 

electricity supply being free to all the categories of 

farmers, 

farmers 

of Tami 1 

it benefitted not only the large and medium 

to a great extent, but also increased the loss 

Nadu Electricity Board <TNES) , 
1 1 

as l<le 11 . 

(There are other reasons to the loss of TNEB 11k e 

transmission loss). Crippled with deficit, the TNEB has 

nOLlJ introduced a new scheme by which any farmer who 
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wants to get an electricity connection for the electric 

motor pumpset fitted to the well has to deposit Rs 

20,000 with the TNEB. Thus, even if a small or a 

marginal farmer is financed along with subsidy to dig a 

new well and/or to purchase an electric motor pumpset, 

getting the electricity connection 

to the above policy. 

becomes extremely 

difficult due To avoid this 

situation the following is the suggestion made: 

restored. 

The imposition of power tariff has to be 

The removed electricity meters of pumpsets 

should be refitted, otherwise, the amount of electricity 

consumed goes un~ccounted. The new electricity charges 

can be levied on the basis of a slab system to benefit 

the genuine small and marginal farmers and at the same 

time to make the medium and large farmers to pay for the 

use of electricity, a scarce input. For e><ample, the 

slab system can be (tentative) of the following type on 

an annual basis: 

For the first 1000 units 

Second 1000 units 

Third 1000 units 

Fourth 1000 units 

Fifth 1000 units 

and above 5000 units 

free 

5 paise per unit 

10 paise per unit 

15 paise per unit 

20 paise per unit 

25 paise per unit 
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This wi 11 put an end not only to the 

indiscriminate use but also to the inequality the 

supply of electricity to the farmers. 

( w i v) The access of the small borrowers to 

the banks, ASCSs, MPCSs, veterinary services, cattle 

insurance schemes, ewtension programmes and marketing 

facilities cannot be improved by merely establishing 

them in the rural areas as revealed by the present 

study. It is necessary that all the restrictions and 

obstacles (both social and economic) in the way of 

utilising those services by the poor should be removed. 

This requires imparting of awareness among the rural 

poor about the availability of services and their 

SIgnIficance. 

( x v) The repayment performance of the small 

borrowers can be improved by the following (a) phasing 

out loan instalments, (b) follow up services, (c) 

arranging marketing facilities, and (d) taking stringent 

measures against those who default. 

( x vi) Recently it has been reported that the 

RBI is contemplating on, among otrer things, 

modification of rural banking structure, increasing 

interest rates on agricultural loans, reducIng the 

all oc at ion for priority sector lending and effectIng 

changes in the directed programmes of rural 
. 12 

credIt. 
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Wh i Ie, any step to improve the rural banking structure 

is most desirable, the increase in agricultural lending 

rates, reduction in priority sector lending and credit 

oriented programmes may lead to undesirable 

consequences. The increase in lending rates may force 

the farmers, especially the small and marginal farmers, 

to move towards the non-institutional sources like money 

lenders. It has been observed that an increase In the 

rate of interest for the purpose of equating supply and 

demand is likely to affect the loan quality by reducing 

the probability of repayment. That is, the hIgh-quality 

borrowers will seek credit elsewhere or depart from the 

market altogether, leaving only borrowers who are more 

l ·k ltd f It h bl" t" 13 1 e y 0 e au on t eir olga lons 

The expected reduction of priority sector 

lending from the existing 40 per cent to 10 per cent 

may reduce the quantum of credit available to the 

sectors like agriculture from the organised finanCIal 

InstItutions. The announcement that the ten per cent 

allotted under priority sector lending will excluslvely 

be earmarked to the small and marginal farmers may sound 

we 1 1 , but at the same time, the mechanism should be 

fool-proof to ensure that only those farmers who are 

el igible will get such loans. The credit rationIng, 

with a reduced outlay, is going to be a real challenge 

In the years to come. 
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(xvii) Instead of abolition of directed rural 

credit programmes, which may further deprive the rural 

poor, the quality of rural lending can be improved. 

(xviii> In accordance with the national mood, 

there is a proposal from some quarters for bank 

denationalization 
14 

in the country. This idea is put 

forward to stall the decline in the profitability of the 

banks and other evils that plague the banking industry. 

The suggestion here is that, without gOing into the 

details of it, the shortcomings in the banking system 

can be removed by taking effective steps within the 

e><isting framework. Denationalisation of banks will 

take back to pre-1969 type of situation wherein the 

rural people may not get adequate credit from the banks. 

(x i x ) The political involvement the 

conduct of "Loan Melas" and agricultural debt relief has 

reduced the loan recovery of financial 
. . . 15 
institutions. 

This has eroded the lendable resources of many banks. 

Keeping away the political interference would make the 

banks serve better in the rural areas. 

Finally, the question of viability of loans 

sanctioned to the small borrowers has to be answered. 

Theoretically, two opposite views have been 

pu t forward: 
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la) When subsidised loans are given to small borrowers 

that would help them to become economically 

v I ab 1 e; and 

(b) If a bank goes on expanding its credit facilities 

to a large number of small borrowers its viability 

will be at stake. 

The results of the present study suggest tha t 

subsidy is an essential component which helped the 

schemes undertaken by the small borrowers to become 

financially viable. Implied in this is that without 

subsidy the benefit-cost ratio and in te rn a 1 rate of 

return would be very low. Therefore, subsidy is 

Indispensable whIle sanctioning loans to small 

borrowers. 

However, it was observed that subSIdy has 

become a source of misutilisation and/or exploitation. 

That is, in some cases the subsidy was adjusted WIth the 

loan to show a good recovery performance; in a few cases 

the officials misappropriated the subsidy amount and the 

mi lch animals were purchased only for the loan 

component, thus, low qual ity animals Clow mi lk yield) 

were 

I 1985 ) 

supplied to the beneficiaries. The PEO 16 study 

also reported some cases of misapproprIatIon of 

the subsidy amount with the connivance of the bank and 

block officials. It suggested that the government may 
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explore the possibility of introducing suitable checks 

and procedures to prevent such malpractices. 

A suggestion to avoid this type of 

mlsutilisation of subsidy is as follows:-

Instead of subsidy the full amount can be 

sanc t ioned as a loan. And to give an incentive to the 

beneficiary to be regular in repayment, say once three 

fourth or two third or half of the amount is repaid 

depending upon the economic/social status of the 

beneficiary - the remaining amount can be written off, 

as shown below: 

Category of 
Borrowers 

1 Small Farmers 

2 Marginal Farmers and 
agricultural labourers 

3 Agricultural labourers 
who belong to SC & ST 
category 

4 Women beneficiaries 

Once a small 

Loan amount Incentive 

(in Rs) (in Yo) (in Rs) 

4000 25 1000 

4000 33 1333 

4000 50 2000 

4000 50 2000 

farmer repays Rs 3000, the 

marginal farmer and agricultural labourers Rs 2667 and 

beneficiaries belonging to SC or ST or women Rs 2000, 

then the remaining amount can be declared as written 

off. That is, the loan is subsidised at a later stage. 
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This method has some distinct advantages: One 1 S , 

unless the beneficiary repays the stipulated amount, 

he/she will not be permitted to avail the subsidy 

component and this becomes a binding on his/her part 

forcing him/her to repay the amount at the earliest - a 

conditional loan. Secondly, the beneficiaries may not 

easily allow a portion of the loan amount to be taken 

away by the middlemen as it happens in the Case of 

subsidy. Finally, only those beneficiarIes who have 

genuine interest in the schemes will come forward to 

take up these loans thus, keeping out those who have 

111-designs to misuse the subsidy. As a result, the 

casual handling of the schemes, particularly at the 

lower level represented by VLWs, would be halted. 

In conclusion, viewed from the right 

perspective, and as hoped by Gadgil,17 if the package of 

practices developed under NABARD's "Pilot ProJect for 

Improving the Credit Delivery System" (adequate field 

staff, greater mobility for field visits, regular inter-

face between borrowers and bank staff, training of bank 

staff and technical advice to borrowers) 15 globally 

adopted, which may be feasible due to w1der Interest 

margins, there could be a perceptible improvement In tile 

quality of formal lending to small borrowers and In 

their loan recovery. 
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APPENDIX - A 

Cost of Cultivation and IncDle froo Agriculture of the Selected Faroers under Minor IrrIgation Sche.e - Block I 
lIn Rsl 

-------
Before the loan After the loan 

------------ :-
Mate- Human Annual Total Gross Net Total Co5t Net Hate- Man Annual Total Gross Net Total cost Net 

Farmers rial ~ Ani- Over- Cost. Output IncDle including IncOIle rial ~ ani- over- Cost. output Income including Incco! 
category! cost oal heads !incOOle I illlputed cost oal heads (inc,",e I illputed 
schemes labour cost- labour cost 

2 3 4 5 b 7 8 9 10 11 12 13 14 15 16 17 
-----------------

Marginal 
Farmers: 

1. New Hell 1300 768 150 2218 3S53 1335 3468 as 3193 1292 2024 6509 10700 4279 7965 2823 

w 2. Deepening 
w of well 2046 1318 754 4118 7206 3000 5618 1500 2493 1868 1958 6319 10846 4527 8399 2447 -.J 

3. Oil Engine 2324 1070 712 4106 7710 3604 6094 1616 3214 1944 2170 7328 13200 5872 9428 3772 
, , 
) 

Small Frmers 
, 

11 

1. N •• Well 2302 1152 602 4056 7746 3690 5596 2150 4321 2361 2257 8939 19065 10126 11639 7426 I 
't 

2. DeepenIng 'i 
, 

',~l of •• II 4078 2531 1352 7961 12718 4757 10461 2257 5078 2690 2074 9842 18636 8794 12442 6194 

3. Oil EngIne 4600 1857 lasO 8307 13291 4984 10307 2984 7480 2580 2775 12835 23103 10268 15810 7293 r " ----------------------------------------------------------------------------------------------------------------------------
.Paid out costs only I,. excluding ioput,d costs of own human labour). 

I " 

, 
• 1,...':' 

" \~.: . 
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A P P £ N D I X - B 

Cost of CultiYation and Incole fro. Agriculture of the Selected Faroers under Hinor IrrigatIon Sche.e - Block II 
(in Rs) 

Before the loan After the loan 
------------------ ---------

oate- Huoan Annual Total Gross Net Total Cost Net Mate- Human Annual Total Gross Net Total cost Net 
Faroers rial L Ani- OYer- Cost< Output lnc""e including IncDOe rial L ani- Dyer- Cost· output IncOllle including IncOlle 
categoryl cost mal heads (inCOMe) imputed cost lal heads (inc""e) imputed 
schemes labour cost- labour cost 
.---------------------------------------------------------- ----------- ._--------------

2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 
.---------------------------------------------------

Marginal Fanters 

I Deepening of 
of .ell 1717 471 253 2441 4466 2025 3854 612 2260 742 1006 4008 7615 3607 5492 2123 

2 Oil Engine 1860 542 284 2686 4033 1347 3812 221 2580 945 B82 4407 9276 4B69 6397 2879 

Saall Faroers 

1 Deepening of 
.ell lB37 980 367 31B4 5967 2783 5634 333 3400 1700 1570 6670 12951 6281 10070 2881 

2 OIl Engine 1920 1094 408 3422 6030 2608 5612 418 3697 1940 1080 6717 12150 5433 '1903 2247 
-----------------------.----------------------------------------------------.--------------------------------------------------------
,Pald out costs only (ie excluding Imputed costs 01 own hUllan labour). 

.' , ,. 
'. :, 
I. :i 



A P PEN 0 I X - C 

Financial Viability Analysis - Minor Irrigation Scheme 
Block-I 

Category of 
farmers/ 
schemes 

B. New Well 
Scheme 

1 Marg inal 
Farmers 

2 Small 
Farmers 

12- Deegening 
of Well 

1 Ma rg ina 1 
Farmers 

2 Small 
Farmers 

G- Oi I 
Engine 

1 Marg lnal 
Farmers 

2 Sma 11 
Farmers 

Benefit-cost 
ratio 

at lOX at 20X 

1.29 1.22 
( 1 .05 ) (1.01) 

1.30 1. 19 
( 1 .04 ) (0.96) 

1.55 1.57 
( 1 .09 ) (1.15) 

1. 75 1. 73 
( 1 .32 ) ( 1 .29) 

1.39 1. 41 
(1.15) (1.16) 

1.59 1.57 
( 1 .30 ) ( 1 .28 ) 

Internal Rate of Return 
(y, ) 

Without When When 
imputed impu- subsidy 
costs ted amount 

costs includ 
inclu ded in 
ded the cost 

20 3 15 

12 5 8 

50 12 35 

> 50 50 > 50 

> 50 18 > 50 

> 50 > 50 > 50 

-------------------------------------------------------
Note: Flgures in parentheses are B/C ratios when 

imputed costs included in the total cost. 
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A P PEN D I X - D 

Financial Viability Analysis - Minor Irrigation Scheme 

Block-II 

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

Category of 
farmers/ 
schemes 

Deegening 
of well 

1 Marginal 
farmers 

2 Small 
Farmers 

B Oi I 
Engine 

1 . Marginal 
Farmers 

2 Small 
Farmers 

Benefit-cost 
ratio 

a t lOX at 20% 

1.52 1. 51 
( 1 .29 ) (1.27 ) 

1.55 1.74 
(1.10) ( 1 . 25 ) 

1.62 1. 61 
(1.17) (1.17> 

1. 70 1.69 
( 1 .23 ) ( 1 .20 ) 

Internal Rate of Return 
( % ) 

Without ~'h en When 
imputed impu- subsidy 
costs ted amount 

costs includ 
inclu ded in 
ded the cost 

40 20 30 

) 50 15 50 

) 50 50 ) 50 

) 50 50 > 50 

-------------------------------------------------------
Note: Figures in parentheses are BIC ratiOS when 

imputed costs included in the total cost. 
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APPENDIX - E 

INTERVIEW SCHEDULE 

1 • General Particulars 

1.1. Name of the beneficiary 

1.2 Village 

1 .3 Caste 

1 .4 Category 

II. Housing Condition 

2.1. Own/rented/free 

2.2. Tiled!Thatched! 
Tiled and Thatched 

2.3 a. Number of rooms 

b. Whether ventilated 

2.4 Whether electrified 

2.5 Cattle shed 

341 
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Code 

FM FI LM 

Small Farmer/Marginal 
Farmer/Agricultural 
Labour 

Yes!No 

Yes!No 

Yes!No. If yes, value Rs. 

Pucca Rs.-------

Kutcha Rs. ------



III. Details of Melbers of Falily (including HHHI 

---------------------------------------------------------------------------------------
Education Occup.tion No.of Average 

S!. Nale Rehtion- Age Sex ------------ --------- days aonthly 
No. ship to Pre- Expect- Hain Supple- e.loyed income 

the Iffi sent ted .entary --------
In In 
cash kind 

IV. Identtfication <The available data frol lRDP Records will be incorporated/cross 
checkedl 

~.I. Details of f .. ily incooe at the ti.e of identification 

N ... of 
the far.er/ 
labour 

S.x No.of days 
... ployed 
(oonthl 

Averag. nonthly Income from Total 
income 

Main Other 
occupa- occupa-
tion tion 

oth.r sourc.s annual 
(if anyl incooe 

4.2. Process ~ Identification 

4.2.1. How did you come to know about the programme? 

4.2.2. 

Through VLW/Village Accountant/Bank 
Officer/ T & V/ Any other 

Was any household 
identification? 

Yes/No/Do not know. 

survey undertaken 

.' ~. 

for 

4.2.3. If no, did you approach anyone to get benefIt under 
the programme? Yes/No. 
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4.2.4 

4.2.5. 

If yes, who was contacted? 

If no in 4.2.3., who motivated you to undertake 
benefit of the programme? 

'.-i: 

4.2.6. Month and year of identification: 

4.3. Provision Q..f. Benefits: 

4.3.1. Whether any economic benefit plan for your family was 
prepared: Yes/No/Do not know 

4.3.2. 

4.3.3. 

4.3.4. 

4.3.5. 

4.3.6. 

4.3.7. 

4.3.8. 

4.3.9. 

If yes, did you indicate any choice? Yes/No/Do not 
know. 

Were you consulted for the finalisation of the Plan? 
Yes/No. 

What was the cost envisaged of the scheme? 

Date of Application: 

Date of Sanction I 

Did you receive the benefits as opted by you? 
Yes/No. 

Subsidy and loan amount were given to you 
purchaslng the milch animal/motor pumpset (A). 

for 

OR such things were purchased and given to you (B)? 

If (B), were these things are reasonably good quality 
and or in working condition: 

1.1. Details of benefits received: 
----------------------------------------------------------------------------------------
SI. 
He. 

Na., of the N •• e of the fin-
scheae ancIaI institu­

lioos sancliooed 
the loan 

loan Subsidy Rate of Aoaunt 01 110.01 
aoount amount interest instalDent lnstal •• n! 

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

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

v. Beneficiary's access to other facilities 

5 • 1 • Whether the 
covered the 
Yes/No. 
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5.2. 

5.3. 

5.4. 

5.5. 

a. 

b. 

c. 

d. 

e . 

1. 

g. 

5.6. 

If no, how did you manage the balance amount? 

Did you have to spend some money in obtaining 
benefit or in expediting it? Yes/No 

If yes, give details: 

the 

Do you think that the existing infrastructure 
facilities in respect of the following are adequate? 

Implementing agency Yes/No/Cannot say 

Financi al agency Yes/No/Cannot say 

Availability of benefit/ 
scheme Yes/No/Cannot say 

Availability of inputs Yes/No/Cannot say 

Marketing facility Yes/No/Cannot say 

Veterinary services Yes/No/Cannot say 

Electricity supply Yes/No/Cannot say 

If no, in any of the items in 5.5., 
facilities are required for smooth 
your enterprise? 

what additional 
functioning of 

VI. Utilisation of the loan/investments made (minor irrigation) 

51. Name of the 
No. project 

prOVided 

Vear Name of 
the bank 

(investment In Rs.) 

Investment made in Rs. Total 
----------------------------- 5+6+7+8 
Bank Govt. Benefi- Private 
Loan sub- ciary's loan 

sidy contri- <If any) 
but ion 

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

-----------------------------------------------------------------------
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V I I • Impact of the Scheme 

a. Details of the 
'before' 
benefit: 

yield 
and 

of different crops sown 
after the receipt of the 

-------------------------------------------------------------
Year For area benefited by the scheme 

---------------------------------------------
Name of Area in Cost of 
the crop acres cultivation 

Yield Value Net 
income 

-------------------------------------------------------------
Reference 
Year 

Current 
Year 
-------------------------------------------------------------

b. Income and Employment: 

OCCUPATION 

PRIMARY SECONDARY 

Duration of 
Employment 

hid dim mid 

Earnings Duration of Earnings 
Employment 

pdlpmlpa hid dim m/y pdlpmlpa 
-------------------------------------------------------------

Before 

After 
-------------------------------------------------------------

c . Impact of the scheme on the following aspects: 
-------------------------------------------------------------
S 1 • 
No. 

1. 

2. 

3. 

Changes in Before After 
---------------------------------------------------------

Cropping pattern 

Cropping intensity 

Asset position 

4. Any other (specify) 
------------------ -------------------------------­

~----------
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VI. Utilisation of the loan/working of th. sch ••• IMilch anioall 

lCost in Rs.1 
-----------------------------------------------------
F •• d fincluding Veterinary 
transport costl "p.ns.s 

Fodder Coocen-
trates 

Cost of 
cattle shed 

Labour exp.ns.s other 
"pens.s 

Hired 

lotal working 
cost 

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

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

7,1, locoo. fro. the sche.e 

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

Av.rage i)Jaoti ty Price of No.of Annual Agency to Incooe fro. Incoo. froo 
.,Ik y"ld of oi I k per Ii t.r o,lk days incoo. which by products 5.11 ing 
(p.r dayl sold 0' I k ,n a year IRs. I supplied -------

(p.r dayl Calf Cow dung 
------------------------------ ---------

~_.:s --, 

7,2, Impact of the schemelloan ('Before' and 'After') 

a, Income and Employment: 
-------------------------------------------------------------

OCCUPATION 
----------------------------------------------

PRIMARY SECONDARY 
----------------------
Duration of Earnings Duration of Earnings 
Employment Employment 
----------- -------- ----------- ---------
hid dim mid pdlpmlpa hid dim m/y pdlpmlpa 

-------------------------------------------------------------
Before 

After 
(at present) 

----------------------------------------------------------
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b. Asset position and other conditions 

S 1 • 
No. Changes in Before After 

1. Asset position 

2. Indebtedness (other 
than benefit scheme 
loan) 

3. Any other 
(specify) 

V I I I • Repayment of the Loan 

8 • 1 • Are you satisfied with the terms and conditions of the 
loan? Yes/NQ/cannot say 

8.2. 

8.3. 

8.4. 

8.5 . 

8.6. 

8.7. 

I X • 

If no, why? 

How much loan have you repaid so far? 

a. Have you repaid the loan out of the income derived 
from the scheme? Yes/No 

b. If yes, wholly or partly? Wholly/partly 

Are there any overdues Yes/No/Cannot say 

If yes, how much? 

Reasons for default 

Farming operations and asset position of 
beneficiary (Small/marginal farmers only) 
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9. 1 . Land particulars: 

--------------------------------------------------------
Area Owned Leased Leased Gross 

(in acres) in out value 
(Rs. ) 

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

1. I r rig a t ed 1 and 

2. Dry land 

3. Garden land 

4. Current fallow 

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

(iteos q.2 and Q.3 - Other than the area benefited by the .inor irrigation scheme in the case of 
Ilnor IrrigatIon beneficiaries) 

Q.2. Cropping pattern (for one agricultural year) and cost of 
cui livation 

---------------------------------------------------------------------
Hue of 
the crop 

Ar.. Whether Cost of cultivation Hunn labour Bullock 
In HYV or ----------------------- charges labour 
acres Inferior land Seeds Hanure Fertilizer ------- charges 

pre- Qty Value Qty. Value Qty. Value Own Hired -------
para­
tion 

Own Hi red 

E!ec- Other 
tri- char-
city! gos 
oil 
charge 

--

Total 

-----------------------------------------------------..",----------

9.3. Production and Sale particulars 
-----------------------------------------------------------------------------
SI. 
No. 

Item Production Sales 

Quantity Value Quantity Value 

To "'hom the sale 
is made 

Transport and 
other charges 

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

-------------------------------------------------------------------------
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I X • 

9. 1 . 

a. 

b. 

working conditions and 
beneficiary (Agricultural 

Working condition 

Nature of work 

Working hours per day 

asset position of 
labourer's family) 

the 

c. Wage per day/month Male --- Female---- Child ---

d. Wage in kind/cash 

e. Distance to the working 
p I ace 

f. Did you receive any 
advance from the employer: 

g. If yes, how much 
(month/year) 

h. With any conditions 
(specify) 

9.2/9.4. LIve stock and Birds 

: 

SI. 
No. 

Items No. Value Cost of feed and 
maintenance (Rs.) 

Gross 
income 
<Rs. ) 

Net 
Income 
(Rs. ) 

--------------------------------------------------------------------
I. Bullocks 

2. Cow (Milch) 

3. Cows (Dry) 

4. Buffaloes (Milch) 

5. Buffaloes <Dry) 

6. a. He-calf 
b. She-cal f 

7. Sheep 

8. Goats 

9. poultry birds 

10. Other'S 
-------------------------------
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9.3/9.5. Othep assets 
----------------------------------------------------------------
SI. Items No. Value Cost of Gposs Net 
No. mainte- income income 

n anc e fpom 
hiring 

----------------------------------------------------------------
1. Bullock cart 
2. Plough 
3. Powep/hand sprayer 
4. Others 
----------------------------------------------------------------

9.1/9.6 Did you possess: 
No. Value 

1. Cycle 
2. RatIo/Transistor 
3. Watch/Time piece 
I. Furniture iteas 
5. Others 

X. Loan particulars (other than lROP) 

Purpose of Source Year Aloount Inte- Subsi- Sub- Due Over Teras of 
loan Bank! rest dising sidy date due repay.ent 

PAC rate agency a.t. ",!, -------
Prlyate schem.e Perio- In5t.l-

dicity .ent 

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

I. To buy far. 
aachinery 

2. Mllch ani .. ls 

3. Raw .a\erials 

I. Fara/crop 
inyestoent 

5. My other 
(productive) 

6. Marriage ~ other 
( e rflDOll i es 

7. Consuoption 

8. My other 
----------------------------------------------------------------
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10.1. Jewel loans 

a. Do you have any gold/jewels Yes/No 

b . If yes, how many grams 

c . Did you have the hab i t of taking 
jewel loans? Yes/No 

d. If yes, where from Bank/Private 

e . If private, why not from bank Reasons 

10.2. Banking habits 

a. Distance of the bank branch/PAC (in kms) 

b. Do you have any account in 

Amount in Rs. Interest Rate 

1. Banks 

2. Post Office 

3. Relatives 

4. Chit Funds 

5. Others 
-------------------------------------------------------------

XI. Other particulars 

11.1. Credit camp: 

a. Are you aware of the credit camps? Yes/No 

b. If yes, did you attend it Yes/No 

c • If yes, how many times: 

d • Where it was held (distance from his village): 
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11.2. Training ~ Visit II k ~ System 

a. Have you heard of T & V programme: Yes/No 

b. If yes, have you benefited out of that: YeslNo 

c. If yes, in what way (remarks) 

d. Have you undergone any Farmer's Training Programme: Yes/No. 

11.3. Membership 

a. Whether you or any of your family member 1S a member of 

a. Co-op~rative credit society 

b. Political party 

c. Caste/Farmers/Workers Association 

b. Nature of Membership: 

XII. Opinion about the IRD programmes 

12.1. Difficulties he e~perienced in getting the loan: 

12.2. What are his suggestions to better the implementation 
of the programme: 
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