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ABSTRACT

The paper has made an attempt to study the utdizaif credit by farmers in Telangana state. Insthiiew, Economic
reforms have deepened the crisis in agricultureesih991. Public investment in agriculture has bdealining. Farmers
in the dry regions incur debts by investing in grduwater resources to seek irrigation facility. Bsare on land in
command areas has increased tenancy system. Libaiah of agricultural trade by 2000 has been ameging cheap
imports. Prices of commercial crops and some pliotacrops are fluctuating and the farmers are fioally ruined.

High yield crops without estimating their suitabjlto domestic conditions have resulted in instgbdf output leading to
loss of livelihoods. Therefore, Rural credit is tm@ney that is extended to the farmers, share eappenants, small,
marginal and sub marginal cultivators as well agaiuand tribal families engaged in a wide variet/farming related

occupations.
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INTRODUCTION

Indian agriculture is at cross roads as most osthall and marginal farmers have become landlesseek livelihoods by
migrating to urban centres. There are suicidesredsppns and crop holidays in the agriculturallpesior states like
Punjab, Maharastra, Andhra Pradesh, Telangana andlimadu. Indian agriculture at this point of tirmeffers from so

many weaknesses. It is still a gamble in the momsoblew agricultural strategy necessitate heavgstment in seeds,
fertilizers, pesticides, water and labour chargesehalso increased. As the cost of living undemptiessure of inflation has
been increasing migration of labour to small tovansl urban centers in search of work has createlolggns of labour

shortage and small and medium farmers cannot affera¢ost of cultivation at present. 6 per centheftotal farmers are
big farmers accounting for 40 per cent of all aatd land in India. Indian agriculture is becomaapitalistic in the hands
of the big farmers in many states including Punfétired civil servants, urban based business raadsx-service man
accounting for 3 per cent of total farmers and iareontrol of 7 per cent of cultivated land in Paimjalone. Indian
agriculture has increased inter state and inti® stigparities. Institutional reforms are side ket and owner cultivators
are decreasing. Conditions of the small and makfmneers are deteriorated. The former U.N. SecyeBeneral, U.Thant
stated that relative equality in land ownershiptigh land reforms was imperative in developing ¢toes like India. But

this caution is being ignored.
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Since 2002-03 Indian agriculture has been pashkimygh crisis. Food grains surplus is no more angel import of wheat
are being planned. Dependence on imports for lisits like food grains, edible oils is not healtby a nation like India.
Food security strengthens national security. THen®Minister has repeatedly accepted the Tenth Fiar Plan goal

“Agricultural development is central to economiwd®pment of the country”.

Economic reforms have deepened the crisis in algmi@ since 1991. Public investment in agriculthes been
declining. Farmers in the dry regions incur delyténvesting in ground water resources to seekatiog facility. Pressure
on land in command areas has increased tenan@nsykiberalization of agricultural trade by 200G eeen encouraging
cheap imports. Prices of commercial crops and suar@ation crops are fluctuating and the farmeesfimancially ruined.
High yield crops without estimating their suitatyilto domestic conditions have resulted in instgbdf output leading to

loss of livelihoods.

Rural credit is the money that is extended to fdreners, share croppers, tenants, small, margindl sub

marginal cultivators as well as rural and tribahfles engaged in a wide variety of farming relabedupations.
METHODOLOGY

This research study on “Credit Utilization of tharfers in Telangana State” has taken two adjoidisgicts of the
Telangana State. Three mandals each from WaramgaKhammam districts and two villages from each dads are
selected for the study. 25 respondents from edtagei comprising 300 respondents are selectedrapledor this study.

Weaker sections are identified by taking the BC,a8@ ST respondents as a criteria.
OBJECTIVES
The study has the following objectives:

e To assess the share of institutional and non-uistital sources in the flow of credit to the respent
households.
» To quantify the overall debt burden of the responhd@useholds.

* To analyze the utilization of debt by the resportiglen
Data Collection

Both primary and secondary data are collected @ study. Primary ddata has been collected by midtering a
structured questionnaire (Schedule) and the resgonsre recorded. Secondary data sources inclumes burnals and

reports of the special committees and commissions

Even then, this research study seeks to find oticeissues, identify the basic problems and hdglthe
important areas of concern which will be of immense to the policy makers, researchers and ageocierned with

Agricultural Development and Rural Welfare.
Statistical Tools Used

Data collected from field investigation has beedesband processed in simple frequency and Crosaldtaim, Simple
Averages and Percentages are worked out for imgairgter data comparisons of the analysis. Quatjanticators and
ratios are also used to sum up/ simplify the amslyBiagrams to show the relative weightage are aked as per the

necessity.
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Limitations

e This research study is carried out in two adjoindligjricts of the Telangana State. The observatiag/may not
be generalized in view of the limited coverage.

* This study taken only the weaker sections viz., BC,and ST respondents. As such the conclusionnoiagive
a complete picture of the overall debt scenario.

» Most of the respondents, in this study, are farnagid so other sections of the rural society remainside the
ambit. Hence the conclusions may not be generafaeithe total rural set up.

» Even then, this research study seeks to find orthiceissues, identify the basic problems and gl the
important areas of concern which will be of immens® to the policy makers, researchers and agencies

concerned with Agricultural Development and Ruralfafre.

Data Analysis

Credit, if used effectively, can generate additlaneomes with which the outstanding loans canleared. But the socio-
economic conditions of the weaker sections in tlralrarea are fraught with uncertainty. They havenany unexpected
commitments for which they have to divert the bared amounts. Most of these commitments are unptieuc
Indebtedness goes on increasing. The weaker seci@endriven in to the vicious circle of povertydandebtedness from
which escape becomes a mirage. They suffer anchgnoder the burden of indebtedness. Their ovefalld effected due
to indebtedness. Institutional agencies demandrdents and acceptable securities. Most of the respus are illiterate.
They have to spend on middle men and they cannetttli speak to the authorities. So they face gnwislin taking loans
from the institutional agencies. The basic problémgaking loans from institutional agencies arabefrated in the

following table.

Table 1: Problems in taking Loans from the Instituional Agencies

Delay in Middle DEVELE O Difficulty in
Sk Sanctioning Men S ©F Documentation Vel
Repayment
BC 33 (32.6) 6 (20.0) 29 (37.6) 33 (35.8) 101 (33.7
SC 39 (38.6) 14 (46.6) 27 (35.0) 33 (35.8) 112387
ST 29 (28.7) 10 (33.3) 21 (27.2) 27 (29.3) 87029.
Total | 101(33.7) | 30 (10.0) 77 (25.6) 92 (30.6) 300 (100.0)

Source Field Study

As per the table delay in sanctioning loan isrtfwst important problem in taking loans from ingiitoal agencies in
the opinion of 101 (33.7) respondents. Farmers tigetly delivery of credit to carry on agricultugberations. Credit delivery
from the institutional agencies is not prompt atdcmate. The second major problem is difficultgdicumentation. Institutional
agencies ask for a number of papers. Rural peostly weaker sections cannot submit them. Sonme frouseholds possess
assigned lands. They have difficulty in establighinvnership. 92 (30.6) respondents hold this opiniy (25.6) respondents
state that “Unfavorable terms of repayment” is@bf@m. Institutions demand timely repayment. Theydt mind the problems
of the borrowers. Dependency on the middle menagher problem. Rural people cannot negotiate tiijredth the institutional
agencies. They have to depend on middle men. Toidegm is given by 30 (10.0) respondents. Respdadeom all castes are
of the same opinion. However, difficulty in docurtaion is given by more respondents in Khammanriclish contrast to
delay in sanctioning loans given by the respondents Warangal district.
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Some farm households in the rural areas take ¢waims. The condition is that the borrowers shaelli the crop

to the lenders at the prevailing market price dytiarvest. Interest on such loans is very high.aiRemnt is on the spot

when the crop is ready. 163 respondents in theysiteh have taken such loans. The following tabtavs the reason for

grain loans.

Table 2: Reasons for Grain Loans by the Respondents

Caste Purpose
Agricultural Inputs Domestic Purpose | Others
BC 25 (23.3) 6 (14.6) 0(0.0)
SC 31(28.1) 15 (36.5) 6 (40.0)
ST 51 (47.6) 20 (48.7) 9 (60.0
Total 107 (65.6) 41 (25.1) 15 (9.2)

Source: Field Study

107 (65.6) respondents have taken grain loansitchpse agricultural inputs. Farmers need crediherspot to

purchase seeds, fertilizers and pesticides. Thapataweight for loans as agricultural operations timely. 41 (25.1)

respondents have taken grain loans for domestiposes. Il health, child education, child birthatte of the family

members and the like force the rural people todwrwn the spot. Other reasons are given by 15 (@spondents which

are of contingent in nature. BC and ST respondarmgssmall in number to take such loans when comdp&reST

respondents. Around 92 per cent of the ST respasdeve taken grain loans accepting the termsefehders. These

loans are small amounts carrying high rate of eserRespondents in Khammam district are more (If08&king such

loans than the respondents in Warangal district.

Utilization of loan for the purpose is examinedhe following table.

Table 3: Number of Respondents not using the Loarfer the Purpose

Caste | Used for the Purpose Diverted for other Total
Purposes
BC 47 (39.1) 54 (30.0) 101 (33.7
SC 40 (33.3) 72 (40.0) 112 (37.3
ST 33 (27.5) 54 (30.0) 87 (29.0)
Total 120 (40.0) 180 (60.0) 300 (100.0)

Source: Field Study

Farmers take loans keeping a purpose in their rbutdwhen it comes to utilization there is the peob of
diversion. Uncontrollable situations force the farmto divert the borrowed amounts. 180 (60.0) aedpnts have
diverted the loans for other purposes. It impliest bnly 120 (40.0) respondents spend the loathtopurpose. Normally,
loans are taken for productive activities. Butizdéition may be for unproductive activities. Divdisa disturbs the
household plans for higher incomes. Along with riegt they go on increasing. Some rural families faeipless in
checking the problem of diversations. Diversatiares more among the SC and ST respondents. They@aeamong the

respondents of Khammam district than in Warangsttidi.

Reasons for the increase in the overall debt oféhpondents year to year are analyzed in thewoiptable.
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Table 4: Reasons for Increase in the Overall Debté&ar to Year of the Respondents

2(18.1) 9 (29.0) 21 (43.7)]  7(18.9) 17(42b)  21B)

(36.5) | (33.7)

SC | 4(36.3) 11 (35.4) 15(31.2) 13(35.1) 13(325) (3®0) 40 | 112
(43.0) | (37.3)
ST | 5(454) 11 (35.4) 12 (25.0)  17(45.9) 10(25/0) (3B5) 19 87

(20.4) | (29.0)

Source: Field Study

To sum up increasing cost of child education, iasieg cost of living and cultivation and expenditen health
care are the major reasons for the growing indeletesl in rural India. Increasing cost of cultivatisngiven by more
respondents from Khammam district where as incngasbst of child education is given by more resmons from
Warangal district as the reason.

73 respondents in the study area have sold larakdRe for the sale of land by the respondentsxammiaed as
follows.

Table 5: Reasons for the Sale of Land by the Respadents

BC 4(40.0) 3(50.0) | 8(30.7) 2(16.6)] 3(42.8) 2(28.5) 1(20.0) 23(31.5)
e 3(30.0) 2(33.3) | 11(42.3) 4(33.3)  2(285) 4(571.1) 4(80.0) 30(41.0)
ST 3(30.0) 1(16.7) | 7(26.9 6(50.0) 2(28.8) 1(14.2) 0(0.0) 20(27.3)

Source: Field Study

SCs are more in number to sell land followed by B@d STs. Even ST respondents with in their tradiand
culture have sold land for marriage performancde ®4d land for house construction is given has aaaby 04 SC
respondents and just 01 and O by BC and ST resptsideespondents in Warangal district (42) are nmoielling out
land when compared to 31 respondents in Khammatmictlis

Purchase of land and sale of land are a regulaurfean the Indian villages. Purchase implies saled vice
versa. Some respondents have both sold and putthasd. The following table gives the sources afafice for
purchasing land.

Table 6: Source of Finance for Purchase of Land

BC 14(43.7) 6(60.0) 6(28.5) 5(62.5) 8(50.0 39(34.
SC 11(34.3) 3(30.0) 7(33.3) 1(12.5) 3(18.7)  25(p8.7
ST 7(21.8) 1(10.0) 8(38.0) 2(25.0) 5(31.2

Source: Field Study
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87 respondents have purchased land in the stedy 382 (36.7) respondents have save from agrialiifncomes
and purchased the land. 21 (24.1) respondents taken loans from non-institutional sources to bagdl 8 (9.1)

respondents have sold out assets while 10 (11ghorelents have borrowed from institutional sourdes.(18.3)

respondents have availed two or more sources. Bbrelents are more in saving agricultural inconmgsadso in raising

institutional loans. They are at top (39) responsiénllowed by SC (25) and ST (23) respondents.-Matitutional loans

are more for purchasing land by the ST respondB@gs.espondents are more in utilizing two or marerses followed by

ST and SC respondents. Respondents (47) in Warargamore in purchasing land than the respondet@} if

Khammam district. Agricultural income as a sou@urchase land is also more in Warangal district.

Allotment of land to the respondents under landnrek is given in the following table.

Table 7: Allotment of Land to the Respondents undetand Reforms

Caste Allotted Extent of Land Not Allotted Total
(in Acres)
BC 7 (10.1) 11.0 94 (40.6) 101 (33.7)
SC 21 (30.4) 37.0 91 (39.3) 112 (37.3)
ST 41 (59.4) 91.0 46(19.9) 87 (29.0)
Total 69(100.0) 139.0 231(100.0) 300 (100.0)

Source: Field Study

69 respondents, as given in the above table aredheficiaries under land reforms. 37 are from \Wgahand 32
are from Khammam districts. ST respondents are {dd)minimum beneficiaries. 21 SC respondents arig 07 BC
respondents are also benefited. 139 acres of Rmdidtted to 69 respondents in the study areae ldé30 STs are the
maximum beneficiaries with 91 acres of land. S@oesents have received 37 acres and BC respondeiytd 1acres.
Land reforms, in the study area, have benefitedaB@ SC respondents. In terms of respondents Wdralisject is
benefited more where as in terms of area Khammaporelents are benefited to the maximum. The datheirabove
table indicates that 23 percent of the respondmetshe beneficiaries from land reforms.

State government have conceived different progidtasRythu Bandhu and Rythu Bheema which is inticetu
by Telangana State a very recently to help the dasnm the rural society, more so the weaker sestaf the farming

community. Beneficiaries of the government programesshown in the following table.

Table 8: Beneficiaries of the Government Programs

Caste | Loan Moratorium Incentives | Subsidized Rate of Interest| No Benefit Total
BC 42 (32.5) 17(48.5) 12 (16.2) 12 (24.0 101 733.
SC 47 (36.4) 11 (31.4) 30 (40.5) 21 (42.0) 1123B7
ST 40 (31.0) 7 (20.0) 21 (28.3) 17 (34.0 87 (29.0)
Total 129(43.0) 35 (11.6) 74 (24.6) 50 (16.6) | 300 (100.0)

Source: Field Study

SCs are more to benefit from land moratorium prognas also. Respondents from Warangal district ane rm

number to get the benefits from moratorium andnitiges. Respondents from Khammam are more in nutebavailable

to benefit of subsidized rate of interest.

Indebtedness affects the overall existence ointigidual. He loses self confidence and alwayteimsion, inferiority

complexes develop, especially, in rural societyplications of rural indebtedness are analyzed fdifferent angles and the
following table examines the status of the respotzdbefore the lenders in the society. Statustimated by using scaling
method.
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Findings of the Study

» Rural people have unexpected commitments to whielitcis diverted. Utilization is not effective sim these
commitments are unproductive. They remain in tlegouis circles of poverty and indebtedness from yearear
finding no other escape.

» Institutional credit is not timely as there areaysl. Documentation, middle men approach and tefmepayment
are not faavourable and as such thy approach thenstitutional agencies accepting to pay higheegaof
interest. All these difficulties are given by tlespondents in the study.

» 163 respondents in the study area have taken fans on the condition that they should sell predta the
lenders. 65.6 per cent of grain loan borrowers hesesl the amounts to purchase agricultural infReéspondents
of Khammam are more in this type of borrowing. SBpondents in both districts of study borrow in enor
numbers grain loans. Only 120 respondents spenkbéimeamounts for the purpose they are taken. ptias that
there is diversion by 180 (60.0) respondents taaohjctive activities mostly.

* Areas of credit diversion are also analyzed and ioted that health problems, child education,socomption
needs and family functions are important areasiwérdion. Diversion of credit is more by the resgents of
Khammam district and it is mostly by the SC resporis.

 Reasons for the year on increase in the overalt ded analyzed and it is observed that majoritythaf
respondents offer two or more reasons. Increasisgaf child education, increasing cost of livingdanounting
expenditure on health problems are the major reagoren. Crop failure is given as a reason by J1ist(3.6)
respondents. Cost of child education is an impoértaason given by Warangal respondents wherea®ofcot
cultivation is an important reason given by Khammasspondents. Sales and purchases of land by the
respondents are analyzed and it is noted thatsgbnelents have purchased land while 18 have suid la

* Interestingly, 87 respondents have purchased ilantle study area and such purchases are fromuitgrial
income saved mostly. 21 respondents have borrowesed fon-institutional sources to purchase landcRasers
of land are also more in Warangal district.

« Non-institutional credit component is more in thedy area and the non-institutional agencies haeeged the
land of 32 respondents are measuring 71 acres. BGreespondents (15) followed by BC and ST respotsde
have lost land through occupation. Respondentse#isagracres of land occupied are more in Khammiatriat.

* Land reforms have benefited 69 respondents witlalloément of 139 acres, and in other words, 23poadents
are not benefited. ST respondents are more (4tbwet by SC respondents to benefit from the allottmeoan
moratorium is available to 43 per cent of the reslemts. Interest subsidies are available to 24r&@et of the
respondents. However, 50 respondents have no bémafi the government programmes. Warangal respudade

are more in availing benefits from the Government.

Suggestions
* Inadequacy of institutional credit be checked. Bdures and documents be simplified. Timely credipiovided
by the institutional agencies to the farmers.
* Unproductive activities like child education, mealidreatment, marriages, family functions eat awlag
loans taken and so alternative arrangements be .nhaslitutional agencies may be encouraged to pl@vi
credit for unproductive activities to some extdaducational loans by banks be made more liberalessy.

In states like Punjab, group marriages to minimé@enditure are encouraged. Rural India needs such
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arrangements to reduce expenditure on marriages.

e Corporate bodies have made child education andicaletreatment very costly, especially in Telangana
Government schools should be developed to attrame nohildren. Government hospitals be provided with
doctors, medicines and paramedical staff to retheexpenditure on health related problems byuhe people.

*  Private agencies have occupied by force the ldnsbme farmers as observed in the study area. latiges
measures be initiated to protect small and mardiaahers. A few states in India have already intet
legislative measures to protect the marginal anallsiarmers from losing land.

*  Moratorium and interest subsidies be extended doenmumber of weaker sections. In 1975, the themméer
Minster Smt. Indira Gandhi took a bold decisiordexlare moratorium even on private loans in the2@igoint
economic program. Strong political will is neededrtitiate such measures.

»  Counseling by village phanchayath, SHG group lead¢GOs and Panchayaths from time to time be gealto
the indebted farmers. Their mental balance is toebtored. Their human dealings be improved thraypgtdance
and counseling.

* Medical checkups from time to time be arrangedthe rural areas by the health department. Service
organizations like lions, Rotarians should be imedl in such camps. They suggest medicines and dtiv¢he
incidence of depression. Institutions like co-opigeasocieties, SHGs, teacher associations betier $mall
meetings to prevent suicides. They should converighe debtors that if not today tomorrow the lgan be

repaid. Life is more important than loan repaym@uunseling helps to tackle their problems also.

CONCLUSIONS

Until and unless the Indian farmers feel confideith all happiness, Indian economy cannot be an foundations. Rural
Indebtedness is to be checked to in fuse suchdemfe in the farming community. A strong agricudtprovides a strong
base not only to rural India but also to the nati@andhiji dream of self sufficient, Grama Swara ®de realized on that
day. Till then, let us all wait and hope.
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