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Abstract
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Gian Singh

The present paper attempts to examine the extent and determinants of indebtedness of the
different farm-size categories across the regions in the rural areas of the Punjab state. The
paper brings out that the proportion of farm households under debt is the highest in the central
plain region (South). The amount of debt per household and per acre is the highest in the
western plain region (South). The amount of debt per household is positively associated with
farm-size and the amount of debt per operated acre is negatively associated with farm-size in
all the regions. Source wise the commission agents come out to be the largest contributor
towards loans in the central plain region (North) and the western plain region (South). The
major proportion of non-productive loans goes to family maintenance expenditure. Income
from subsidiary occupations and the educational level of the head of the family have inverse

relationship with indebtedness.

Introduction

The transformation of Punjab
agriculture from traditional subsistence
farming into modern commercialised farming
in a short span of about three decades has been
internationally acclaimed as one of the rare
success stories (Shergill, 1998). The recent
technological breakthrough has also pushed up
the capital requirement of the farm sector
manifold as different component of new farm-
technology involve increasing reliance on
purchased non-conventional inputs in contra-
distinction to the owned traditional inputs
(Singh and Dhawan, 1979). Most of the rural
people depend for their livelihood on
agriculture and allied ventures (Balishter and
Naresh, 1984). Agriculture in India has always

been a way of life rather than a business and has
suffered from stagnation due to low
productivity arising from inadequate
investment (Kumar,1993). Farmer needs
finance for carrying out cultivation as well as
for subsistence. Indian farmer borrows year
after year but he is not in a position to clear off
the loan (Tewari,1969). Institutional agencies
hitherto benefited only the creditworthy and big
cultivators, driving the small, unprogressive
and less creditworthy peasants to the money-
lender professional or otherwise
(Vijaygopalan,1976). The small size of land
holding, poor resource base and varying
monsoon behavior are exposing majority of the
farmers particularly, the small and marginal,
leading some of them finally to commit suicide
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because of mounting debts of moneylenders
(Kumari, 2005). Distribution of credit through
institutional sources since the introduction of
new agriculture technology indebtedness
among the farmers households is found to be
widespread even today (Narayanamoorthy and
Kalambar, 2005).

The bulk of the cultivators of the Punjab
province are born in debt, live in debt and die in
debt. There is probably hardly a district where
more than a third are free of debt, and in some
the percentage is even less than ten. Moreover ,
owing to the inflated value of land and the
consequent expansion of credit, this debt is
much greater than it was fifty, or even ten years
ago, and its rapid increase has deprived the
cultivator of much of the benefit that he would
otherwise have derived from the growing
prosperity of the province. It is unnecessary to
recapitulate the causes of debt, but in
examining them we saw that debt was allied to
prosperity and poverty alike, and that, while its
existence was due to poverty, its volume was
due to prosperity (Darling, 1925).

Reports of distress among the farmers
coming from the different parts of India are
causing much concern. Extreme manifestation
of such distress occurs in the form of suicides
by the farmers. Introduction of liberalization
and globalization during the 1990's further
increased the pressure on the agrarian
economy. The new economic policy
advocating withdrawal of the state from the
economic sphere leaving the agriculture sector
to the vagaries of free market have proved
disastrous. Under this pretext, the present paper
attempts to examine the extent and
determinants of indebtedness among the
different farm-size categories across the
regions in the rural areas of Punjab.

Study Area
The state of Punjab occupies an

extremely important place in India. Although
the Punjab economy witnessed major changes
over the years, yet its agrarian sector
predominates over all other sectors. Till date,
agriculture is the main stay of the people of
Punjab. Agriculture and livestock contribute
more than forty per cent of gross state domestic
product (Government of Punjab, 2004)

Research Methodology

The present study relates to the year
2003-04. The whole state was divided into the
five regions i.e., the Siwalik Foot-hill Region,
comprising districts of Gurdaspur, Hoshiarpur
and Rupnagar; the Central Plain Region
(North), spreading over Amritsar, Kapurthala,
Jalandhar, Nawanshahr and Ludhiana districts;
the Central Plain Region (South), enclosing
districts of Sangrur, Fatehgarh Sahib, and
Patiala; the Western Plain Region (South),
confined to Bathinda and Mansa diseristics;
and the Western Plain Region, comprising
Ferozepur, Moga, Faridkot and Muktsar
districts (Fig. 1). The data for the study were
collected from all the five different regions.
One district from each region was selected for
survey. On the basis of random sample method
one village from each tehsil of the selected
district has been chosen. In all, twenty four
villages were selected for survey. Out of 24
villages 451 farming households were selected
for data collection. A representative
proportional sample of farm households
comprising the marginal (up to 2.5 acres), small
(more than 2.5 acres and up to 5 acres), medium
(more than 5 acres and up to 15 acres) and large
farmers (more than 15 acres) have been taken
up for survey. Out of 451 households 77
households were from the Siwalik foot-hill
region, 125 households from the central plain
region (North), 92 households from the central
plain region (South), 65 households from the
western plain region (South) and 92 households
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from the western plain region. The outstanding
amount of loans is taken as debt. Linear
regression is used to analyse the relative
indebtedness for the different farm-size
categories of the selected regions as given
below:
Y=1(x1,x2,x3,x4,x5,x6)
where, Y=Indebtedness (Rs.)
x,= Family- size
x,=Ratio of credit from non-
institutional sources to that from
institutional sources
x,=Income from sources other than the
main occupation
x,=Expenditure of borrowed funds on
unproductive purposes
xs=Education level of the decision
maker in the family
x,= Fame-size (Acres)

Results and Discussion
Extent of Debt
Region-wise indebtedness is presented in Table
1. The table brings out that the indebted
households range between 75.00 per cent in the
western plain region to 81.52 per cent in the
central plain region (South). The highest
proportion of the marginal farm households
under debt (84.21 per cent) are in the central
plain region (South) followed by the Siwalik
foot-hill region, the central plain region
(North), the western plain region and the
western plain region (South). The highest
proportion of the small farmers under debt is in
the central plain region (North) while the
lowest exists in the Siwalik foot-hill region.
The central plain region (South) shows the
highest proportion (100 per cent) under debt for
the medium farm-size category. All the large
farmers are under debt in the Siwalik foot-hill
region, but this percentage is only 58.33 per
cent in case of the central plain region (North).
The indebtedness per household ranges

between Rs. 35777.14 for the marginal farm-
size category in the Siwalik foot-hill region to
Rs. 466181.81 for the large farm-size category
of the western plain region (South). The lowest
indebtedness for the small and medium farm-
size categories per sampled household as well
as per indebted household is prevalent in the
western plain region. The highest indebtedness
per sampled household and per indebted
household is prevalent amongst all the
categories except the small farmers as well as
an average farming household of the western
plain region (South). The reasons behind this
higher tendency of indebtedness in this region
are high operational cost, particularly plant
protection cost due to wheat-cotton rotation and
partly relatively higher expenditure on social
ceremonies. The lowest indebtedness is in the
Siwalik foot-hill region. This is due to the lack
ofadoption of the new agricultural technology.
Table 2 clearly shows that the amount of
loans per operated acre is the highest
(Rs.16407.86) in the western plain region
(South) and the lowest (Rs. 9485.44) in the
western plain region. The amount of loans per
operated acre is decreasing as farm-size goes up
in all the regions except the central plain region
(North). In this region, amount of loans per
operated acre is the highest for the small
farmers followed by the marginal, medium and
large farmers. This shows that in all the regions
the burden of debt is higher for the marginal and
small farmers than the medium and large
farmers. The amount of debt per operated acre
is the highest in the western plain region
(South) for all the farm-size categories. This
supports our earlier conclusion that this is
cotton producing belt and as a result of this
operational costs are much higher than other
regions. The amount of debt per operated acre is
the lowest in the Siwalik foot-hill region for the
marginal and small farm-size categories, in the
western plain region for the medium farm-size
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Table 1
Punjab: Extent of Debt Among Farming Households
Regions Farm-Size No. of Households Indebted Average amount of debt (Rs.)
Categories households as -
Sampled Indebted percentage of Per sampled | Per indebted
sampled household household
households
Siwalik Marginal farmers 35 29 82.86 35777.14 43179.31
Foot-hill
oo Small farmers 26 19 73.08 69757.69 95457.89
Region
Medium farmers 13 9 69.23 181000.00 261444.44
Large farmers 3 3 100.00 383333.33 383333.33
All Categories 77 60 77.92 85310.38 109481.67
Central Marginal farmers 32 26 81.25 39729.68 48898.08
Plai
R:g'i':m Small farmers 41 34 82.92 90789.74 109481.74
(North) Medium farmers 40 31 77.50 185222.50 238996.77
Large farmers 12 7 58.33 213758.33 366442.85
All Categories 125 98 78.40 119741.84 152731.94
Central Marginal farmers 19 16 84.21 35842.08 42562.50
Plai
R:g'i':m Small farmers 29 23 79.31 70001.38 88262.61
(South) Medium farmers 33 27 81.82 184699.99 225744.43
Large farmers 11 9 81.82 199363.64 243666.67
All Categories 92 75 81.52 119555.86 146655.20
Western Marginal farmers 10 8 80.00 41830.00 52287.50
Plai
R g'?on Small farmers 17 14 82.34 87441.17 106178.56
(South) Medium farmers 27 20 74.07 195755.55 264269.99
Large farmers 11 8 72.72 466181.81 640999.99
All Categories 65 50 76.92 189510.76 246363.99
Western Marginal farmers 5 4 80.00 38980.00 48725.00
Plai
amn Small farmers 27 21 77.78 63881.47 82133.33
Region
Medium farmers 37 27 72.97 110324.32 151185.18
Large farmers 23 17 73.91 222434.78 300941.17
All Categories 92 69 75.00 120844.56 161126.09

Source: Field Survey 2003-04.

category and in the central plain region (North)
for the large farm-size category.

Like the amount of debt per operated
acre the amount of debt per owned acre is also
the highest in the western plain region (South)
followed by the central plain region (North),

the Siwalik foot-hill region, the central plain
region (South) and the western plain region
(Table 2). The amount of debt per owned acre is
decreasing as farm-size goes up in all the
regions. The amount of debt per owned acre is
also the highest in the western plain region
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Table 2
Punjab: Amount of Debt Per Acre
Regions Farm-Size Amount of Debt Per Amount of Debt Per
Categories Owned Acre Operated Acre
Siwalik Foot-hill Marginal farmers 22360.71 16115.83
Region Small farmers 16809.08 15640.73
Medium farmers 16514.59 15435.21
Large farmers 6928.13 7516.34
All Categories 13916.86 13434.70
Central Plain Marginal farmers 23933.54 17124.86
Region (North) Small farmers 23279.42 19033.48
Medium farmers 18900.25 16514.59
Large farmers 7943 .45 6971.89
All Categories 16137.71 13393.94
Central Plain Marginal farmers 18571.02 19693.45
Region (South) Small farmers 17327.07 16548.78
Medium farmers 17181.39 16684.73
Large farmers 7563.11 7563.11
All Categories 13773.71 13539.73
Western Plain Marginal farmers 24319.76 24319.76
Region (South) Small farmers 23632.74 23632.74
Medium farmers 20584.17 19733.42
Large farmers 12726.77 12726.77
All Categories 16652.97 16407.86
Western Plain Marginal farmers 18561.90 16947.83
Region Small farmers 16766.79 16010.39
Medium farmers 11939.86 11600.87
Large farmers 7186.91 7021.29
All Categories 9530.31 9485.44
Source: Field Survey 2003-04.
(South) for the different farm-size categories. Sources of Debt

The amount of debt per owned acre is the lowest
in the western plain region for the marginal,
small and medium farm-size categories and in
the Siwalik foot-hill region for the large farm-
size category.

The information related to loan
provided by various credit agencies in the study
area has been presented in Table 3. The table
reveals that the small, medium and large farm-
size categories in all the regions, the marginal



PUNJAB GEOGRAPHER VOLUMES OCTOBER 2009

36

(00°001) (00°001) (00°001) (00°001) (00°001) (00°001) 00°001) (00°001) (00°001) (00°001)
€8 THL6T T €C°8SLEIT 0STTTS81 vL'68L06 89'6TL6E 8€°0T€S8 £€°EECE8E 00°000181 69°LSL69 YILLLSE 130,
(98°59) 9¢£°69) (66°€S) 68°1S) t118) (L6TL) (19°28) (80°58) (9t°69) (Tr9r)
£7'68899 €€ 85T8Y 1 05200001 8SOTTLY ¥L'81€0T 0F'L¥TT9 99'99991¢ 00°000tS 1 v8 P8y SI1°L0991 [¥10)-qng
oD (cop) (€12 (12°¢) (zzen
66°6611 £5°859¢ 6170781 19$85C ¥1°$80T PIJOsSnOH | g
(s¢70) F0+0) (L1°LD) (or'6) (L9'80) (6L°67) (8L7€) (sT'8¢) (€L°L2) (€8°9)
¥8'6$L9T £EE8ETS 0$°T€€0S £5°8€58 79°06€11 STEOPST CEEEEEET LL'0ET69 ST'9PE6T S8TLEY SYUEq [IIDWNOY |
(€z0) (Lt'0) (L9°02) 81°2¢) @919 (€0°9) (612D s[ueq
000827 00'SL8 9¢'9€9LT €EEECETT LL'OSTLS PSTISE S8°T9EH [BINI [RUOISY | 9
(6z71) (Lsn (1,°80) @ron #0°6) (66'¢) (€011 967) syueq
00°0TLY 1 00°0000% 0057191 SIPE9rl SL'E6SE 63°€0bE 1€7T69L STYLLI wawdopaadp pue] | g
(66761) (19°92) ®9°L1) ¥eT0) (ereD (6€91) (s9:s1) (zeD (96'12) (zz1n SUBQ/SANA100S
09'€€6£T 00°SL89S 00°0L9T€ LES8TOT LEVESS [1°€86€1 00'00009 9t'8€SLT €T6IEST P 110k oaperado-0) |
SAUATY
[euonmnsuy
(AR 22) #9°0¢) (T0'9%) [(IRT2) (98°81) (€0'LD (6€L1) @6vD) ¥S0¢) (86°¢S)
0b'TS8TS 0000559 00°0TTS8 91°€L9EY Y6°01161 86'T90€T £9'99999 00°000LT S8'C0E1T 6669161 [810)-qng
ey #9°0¢) 99°t%) (L89%) (9L9¢) (61°61) (6S°LT) @6rD) (99°L1) arTe)
0b 7$¥0S 0000559 00°0TLT8 TTISSTY ST909v1 TESLEY] £9'99999 00°000LT €T61ETI THIEIL] | SwaBe uoissuwo) | ¢
090 (£6'0) (€€) (8520 (S}9) ¥801) s1opus[-Aeuow
00°91L 9 138 SLSILI SE661T 1€726T1 LS'8L8E [BUOISSOJOI] | ¢
(o1 (seD (¢o) () 9z%) (€o1D) (€91
007891 00°005T 8'08¢C ¥6'$80¢ 1¢°88%1 1€°T69L 00°091¥ sIouLIRy 3IET |
SINUATY
[euonnynsur-uo N
SJIULIe SRULIE ERELIIN L | SIouLre mo_ucumumo SJuLIe { sIauLie SJIauLre SIouLre
saLI039)e) [V agaey WNIPIJAI [Tews [euISaey nv adae] wWnipajA [rews [BUISIRIA] N
(y310N) U013y urefd [eHUI)D) U3 [[1Y-)00 { YIBMIS 193 JO $IIN0g | IS
(‘S uf ‘sanjeA uedN)

£ 9lqeL

SAIUIASY JIPAID) JUIIIPI( WO ] PALINdU] 3qa( :qelung




37

sa3ejuoorad ore sasoyjuared ur saInJig : AJON
$0-£00C AoAING P[a1] :99IN0S

EXTENT AND DETERMINANTS OF INDEBTEDNESS AMONG FARMERS IN RURAL PUNJAB

(00°001) 00001 00°001) 007001) (00°001) 00°001) 00°001) 007001) (00°001) (00°001) 00001) (00°00T) (00001) 00°001) 00°001)
95 778071 8LYEPTIT TEPTEOLL LY'188€9 000868 9L'015681 1818199 SSSSLS61 LUTHbLY 00°0£61¢ 98655611 79" €9€661 66°669t81 8€'1000L 80°THSSE
(1e°LL) (€6'68) (L1sL) (¥6'9%) (8L°6S) (59°59) (re'LL) (Ss°st) (z6'80) (161} (zevL) (6816 (z1L) (Ly'oL) 9¢'Ly)
SE'6THE6 8 £400T £L°626T8 81'#866C 0000€€T #8°0LESOL SP'$HS09¢ LEOLI6Y LITH6¥T 00°028S 65775888 78181681 £THISIEL 4330 L9°€L691
- - - - - - - - - - - - - - - |w
(Ls o) (86°2€) (zes) (6£°90) (rL7¢o) (€6°L€) (66°L1) 06°01) (szey) (cT1p) ©1'87) (vTLe) (s9°2)
SE'6T061 0L'809¢€8 PISE9LS 9765891 - 95°LTLYY 9€'9€89LI TTTTISE 176256 £L°91508 18°18128 1515688 PE0L09T orTri | 'L
(1) arie (08°¢) (81°9%) (zes) (8L'8) (8L79) (€0t) ron) (zs 00) (8€L) (6€'L) ©9%1)
SEPOSET 7595691 - 0L €0LE 0000081 16°€8001 60°6060F 17" LOYL 17625 66'665C1 60°60607 9€'9€9¢€1 17'TL1S sreges | S
(zes0) (rT1e) (€6'C0) (SLyD) 09°€1) (2ov0) (€9°0€) (8L€0) (6s°€1) (16°¢1) 1910) (s1°¢e) Lysn (¥8°57) (2050
$9'S650¢€ 9T'8LY69 65+6TST TTTTHG 00°00€$ LE'T999% 008TH1 vL'OPS9F SET8RTI 00°028S L8'SE86T 16°06099 9€'9€68T 99'68081 8968 | ¥
(69°20) (Loo1) (€8'¥T) (90°€8) (zzov) (sep) (99°27) (S#'pS) 8r'1L) (60°98) (89°57) (1r¢) (6L'87) (€5°67) (+9°28)
1S 1¥LT 0£'16£C 65 F6ELT 67°968€€ 0008951 76°9€018 9€'9€9501 81°585901 00°00529 00°0109¢ 9T°€0L0E 818101 9L'SLIES L6'8990T 17°89881
¥T'To) (Loo1) (€8'72) 91°0%) Tz or) (95°01) (9927) ((S2) (01°'8%) (¥9°LS) 81°50) are (6L°82) (£5°62) (sg6v)
€L°1L89T 0E'16€CT 6SH6ELT PP PP0TE 0008951 66°6S89L 9€'9€9501 81585901 T8'850TF 00°011#T 8L°6510€ T8°18101 9L'CLIES L6'8990T Lb'689LL | €
(S7°0) 060 (01°0) L87)
81°EHS - - S8 1681 - 7981 00°00T1 K
(69°€) (8¢°€0) (8¢°¢2) (0z0) (6z°¢)
- - - - - 1€2669 81°1+10T 00°00L01 87T r6'8LII 1
mvmhawuasmv SauLie srouIe | s.auLie slouLie mumhcuwaﬁmv srauae g S.ouLIe sruLe g srouie mm_houﬂanQ s1uIe | srounie souLIe SIdULIR |
v adaey wWNIPI [ews [emsae g nv dae| wWnIpI ews [eurSae nv Jgaey WP [ews [eurSae “ON
:EMQZ ue[q ur C.—«::wv ==_Muv~ ure[qd UId)Sop An_«zsmv -:v_wov— ured renua) IS

(‘pyuo)) € 31qeL




38 PUNJAB GEOGRAPHER VOLUMES OCTOBER 2009

farm-size category of the central plain region
(North) and the western plain region take the
major amount of loans from institutional
agencies. The marginal farm-size category of
the remaining three regions takes the major
amount of loans from non-institutional
agencies. An average farming household in all
the regions takes maximum amount from
institutional agencies. Among the institutional
sources, commercial banks and co-operative
societies/banks are the major sources of loans.
Among the non-institutional sources, the
commission agents are the major source of
loans for all the categories in all the regions. But
the marginal and small farm-size categories in
all the regions have taken some amount of loans
from the professional money-lenders and large
farmers.

The table further shows that an average
farming household in the western plain region
(South) takes 44.35 per cent of total loans from
non-institutional agencies while the
corresponding figure is 44.14 per cent for the
central plain region (North), 27.03 per cent for
the Siwalik foot-hill region, 25.68 per cent for
the central plain region (South) and 22.69 per
cent for the western plain region. Commission
agents come out to be the largest contributor
towards loans in the central plain region
(North) and the western plain region (South).
This proportion is as high as 42.14 per cent and
40.56 per cent for the central plain region
(North) and the western plain region (South)
respectively (Table 3).The share of institutional
sources is 77.31 per cent for an average farming
household in the western plain region followed
by the central plain region (South), the Siwalik
foot-hill region, the central plain region (North)
and the western plain region (South). The
commercial banks and co-operative
societies/banks come at the first and second
place respectively among institutional agencies
in all the regions except the Siwalik foot-hill

region. In this region, regional rural banks
come at the second place and co-operative
societies/banks at the third place. In the case of
marginal farm-size category the proportional
share of non-institutional agencies is as high as
85.09 per cent and 53.58 per cent in the western
plain region (South) and the Siwalik foot-hill
region respectively. The corresponding figures
are 52.64 per cent, 48.86 per cent and 40.22 per
cent for the central plain regions (South), the
central plain region (North) and the western
plainregion respectively.

The share of non-institutional agencies
in case of the small farm-size category is 71.48
per cent for the western plain region (South),
53.06 per cent for the western plain region,
48.11 per cent for the central plain region
(North), 30.54 per cent for the Siwalik foot-hill
region and 29.53 per cent for the central plain
region (South) (Table 3). Commission agents
come out to be the largest contributor towards
loans for these categories. The field survey
highlights the fact that people are either
ignorant about the formalities and procedures
to take loan from institutional agencies or they
are irritated by the indifferent bureaucratic
attitude of the officials of institutional agencies.
Therefore, they are left with the only alternative
to go in for private agencies, like the money-
lenders and commission agents as they have
easy access and personal relations with these
people.The medium and large farm-size
categories in all the regions have taken
maximum amount of loans from the
institutional agencies. The large farm-size
category of the central plain region (South) has
taken 94.89 per cent loan from institutional
agencies. The corresponding figures are 89.93
per cent, 82.61 per cent, 77.34 per cent and
69.36 per cent for the western plain region, the
Siwalik foot-hill region, the western plain
region (South) and the central plain region
(North) respectively. Similarly, the medium
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farm-size category of the Siwalik foot-hill
region has taken 85.08 per cent loan from
institutional agencies. The corresponding
figures are 75.17 per cent for the western plain
region, 53.99 per cent for the central plain
region (North) and 45.55 per cent for the
western plain region (South) respectively.
Among institutional agencies the commercial
banks contribute maximum amount of total
loans to the medium and large farm-size
categories in all the regions.

The above analysis shows that the
marginal, small and medium farmers of the
western plain region (South) have taken more
than fifty per cent of total loans from non-
institutional agencies. This is due to the higher
operational cost of farming and the higher
expenditure on social and religious ceremonies,
apart from easy assess to such moneylenders.

Purposes of Debt

Purpose-wise distribution of debt is
given in Table 4. The table clucidates that the
major amount of loans has been taken by an
average farming household for productive
purposes in all the regions. The large farm-size
category of all the regions, the medium farm-
size category of all the regions except the
western plain region (South) and the small
farm- size category of the Siwalik foot-hill
region and the central plain region (South)
spent the major amount of loans for productive
purposes. On the other hand, the marginal farm-
size category of all the regions, the small farm-
size category of the central plain region
(North), the western plain region (South) and
the western plain region and the medium farm-
size category of the western plain region
(South) have taken the major amount of loans
for non-productive purposes. It has been
observed that the amount of productive loans is
increasing with the increase of farm-size in all
the regions.

The table further shows that the highest
proportion of loans is being spent on productive
purposes by an average farming household in
all the regions. This proportion is the highest
(about 78 per cent) in the western plain region
followed by the central plain region (South),
the Siwalik foot-hill region, the western plain
region (South) and the central plain region
(North). This proportion is positively
associated with farm-size in all the regions
indicating that higher the size of the farm more
is the loan taken for productive purposes.

The major proportion of loans spent on
productive purposes goes for the purchase of
farm inputs. The proportion of loan taken to
purchase of farm inputs ranges between 37.61
in the central plain region (North) to 68.03 in
the western plain region. Farm inventory is the
second major purpose of productive loans in all
theregions.

The share of non-productive loans
ranges between 22.12 per cent in the western
plain region to 45.33 per cent in the central
plain region (North). The major proportion of
non-productive debt is accounted for by family
maintenance expenditure by an average
farming household in all the regions. The table
also revealed a disturbing fact that the marginal
and small farm-size categories in all the regions
have taken the maximum amount of loans for
non-productive purposes. The share of loan for
non-productive purposes in total loans is as
high as 78.92 per cent in the case of marginal
farm-size category of the western plain regions
(South). The corresponding figures are 55.42
per cent in the Siwalik foot-hill region, 58.34
per cent in the central plain region (North),
61.45 per cent in the central plain region
(South) and 58.18 per cent in the western plain
region. The small farm-size categories of the
central plain region (North), the western plain
region (South) and the western plain region and
the medium farm-size category of the western
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plain region (South) has taken more than fifty
per cent of their loans for non-productive
purposes. The family maintenance expenditure
is the major purpose of non-productive loans in
all the regions. The second important purpose
of non-productive loans is to meet expenditure
on social and religious ceremonies in all the
regions except the medium farm-size category
of the central plain region (South). For this
category house construction and major repairs
is the second important purpose of non-
productive loans.

The above analysis shows that due to the
application of new farm strategy the farmers
have to borrow funds for growing the crops.
The marginal and small farmers are unable to
meet their consumption expenditure with their
income. To fulfill this gap these farmers borrow
mainly for family maintenance. The situation is
worse for the marginal and small farmers than
the medium and large farmers.

DebtAccording to Rate of Interest

The mean values of debt according to
rate of interest across the regions are presented
in Table 5. The table shows that an average
farming household of the western plain region
borrowed the maximum amount (Rs.
60,828.26) at the rate of interest less than 10 per
cent followed by the western plain region
(South), the central plain region (South), the
central plain region (North) and the Siwalik
foot-hill region. This amount ranges between
Rs. 2,742.10 for the marginal farm-size
category of the central plain region (South) to
Rs. 204,109.09 for the large farm-size category
of the western plain region (South). An average
farming household of the western plain region
(South) has taken Rs. 54,867.69 at the rate of
interest ranging between 10 to 20 per cent
followed by the central plain region (South),
the Siwalik foot-hill region, the central plain
region-North and the western plain region. This

amount increases as farm-size increases in all
the regions. An average farming household of
the western plain region (South) incurred Rs.
76010.76 and 8506.15 at the rate of interest
ranging between 20 to 30 per cent and more
than 30 per cent respectively. It is interesting to
note that the large farm-size category has taken
maximum amount of loans at the rate of interest
less than 10 per cent in all the regions except the
Siwalik foot-hill region, while the marginal
farm-size category has taken the maximum
amount at the rate of interest ranging between
20 to 30 per cent in all the regions except the
Siwalik foot-hill region.

The table further reveals that the
marginal farm-size category of all the regions
except the Siwalik foot-hill region has taken the
highest share of total loans at the rate of interest
ranging between 20 to 30 per cent. This
proportion is the highest (about 58 per cent) for
the western plain region (South) and the lowest
(21.49 per cent) for the Siwalik foot-hill region.
An average farming household of the central
plain region (North) and the western plain
region (South) has also taken the highest share
of'total loans at this range of rate of interest. The
small and medium farm-size categories of these
two regions have incurred the highest
proportion of total loans at this range of rate of
interest.

An average farming household of the
Siwalik foot-hill region and central plain region
(South) has obtained the highest proportion of
total loans at the rate of interest ranging
between 10 to 20 per cent. The proportional
share is 46.31 and 37.96 respectively for these
two regions. All the farming categories of the
Siwalik foot-hill region and the small and
medium farm-size categories of the central
plain region (South) have taken the highest
proportion of total loan at this range of rate of
interest.

An average farming household of the
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Table 5
Punjab: Debt According to Rate of Interest
(Mean Values, in Rs.)
Regions | Farm-Size Rate of Interest, (Per cent, Per Annum)
Categories 0-10 10-20 20-30 30-40 Overall
Siwalik | Marginal 11861.43 12865.71 9690.00 3360.00 35777.14
Foot-hill | Farmers (33.15) (35.97) (21.49) (9.39) (100.00)
Region | Small 12726.92 36134.62 18450.00 2446.15 69557.69
Farmers (18.24) (51.80) (26.45) (3.51) (100.00)
Medium 69230.77 84769.23 27000.00 - 181000.00
Farmers (38.25) (46.83) (14.92) (100.00)
Large 133333.33 183333.33 66666.67 - 383333.33
Farmers (34.78) (47.83) (17.39) (100.00)
All 26572.07 39503.89 16881.17 2353.24 85310.38
Categories (31.14) (46.31) (19.79) (2.76) (100.00)
Central | Marginal 8265.62 12053.13 13906.25 5504.68 39729.68
Plain Farmers (20.80) (30.34) (35.00) (13.86) (100.00)
Region | Small 9314.14 38534.15 40112.20 2829.25 90789.68
(North) | Farmers (10.26) (42.44) (44.18) (3.12) (100.00)
Medium 50332.50 49670.00 82720.00 2500.00 185222.50
Farmers (27.17) (26.82) (44.66) (1.35) (100.00)
Large 76383.33 71875.00 65500.00 - 213758.33
Farmers (35.73) (33.63) (30.64) (100.00)
All 28610.24 38519.20 49475.20 3137.19 119741.83
Categories (23.89) (32.17) (41.32) (2.62) (100.00)
Central | Marginal 2742.10 14231.57 16763.15 2105.26 35842.08
Plain Farmers (7.65) (39.71) (46.77) (5.87) (100.00)
Region | Small 19104.83 30227.59 20668.96 - 70001.38
(North) | Farmers (27.29) (43.18) (29.53) (100.00)
Medium 57284.85 73027.27 54387.87 - 184699.99
Farmers (31.01) (39.54) (29.45) (100.00)
Large 133000.00 56181.82 10181.82 - 199363.64
Farmers (66.71) (28.18) (5.11) (100.00)
All 43038.48 45379.35 30703.25 434.78 119555.83
Categorics (36.00) (37.96) (25.68) (0.36) (100.00)
Central | Marginal - 5820.00 24110.00 11900.00 41830.00
Plain Farmers (13.91) (57.64) (28.45) (100.00)
Region | Small 9529.41 13576.47 38811.76 25523.53 87441.17
(North) | Farmers (10.90) (15.53) (44.38) (29.19) (100.00)
Medium 31518.52 57651.85 106585.18 - 195755.55
Farmers (16.10) (29.45) (54.45) (100.00)
Large 204109.09 156436.36 105636.36 - 466181.81
Farmers (43.78) (33.56) (22.66) (100.00)
All 50126.16 54867.69 76010.76 8506.15 189510.75
Categories (26.45) (28.95) (40.11) (4.49) (100.00)
Western | Marginal - 23300.00 15680.00 - 38980.00
Plain Farmers (59.78) (40.22) (100.00)
Region | Small 15007.41 14977.77 31600.00 2296.29 63881.47
Farmers (23.49) (23.45) (49.47) (3.59) (100.00)
Medium 50486.49 33335.13 26502.70 - 110324.32
Farmers (45.76) (30.22) (24.02) (100.00)
Large 1444478.26 55565.22 22391.30 - 222434.78
Farmers (64.95) (24.98) (10.07) (100.00)
All 60828.26 32959.78 26382.60 673.91 120844.55
Categories (50.34) (27.27) (21.83) (0.56) (100.00)

Source: Field Survey 2003-04.

Note : Figures in parentheses are percentages
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western plain region has taken 50.34 per cent of
the total loans at the rate of interest less than 10
per cent. The large farmers of all the regions
except the Siwalik foot-hill region incurred the
highest proportion of loans at this range of rate
of interest. This proportion is as high as 66.71
per cent and 64.95 per cent in the central plain
region (South) and the western plain region
respectively.

In the western plain region (South) 4.49
per cent of total debt has been taken on the rate
of interest above 30 per cent by an average
farming household. The marginal farmers of all
the regions and the small farmers of the Siwalik
foot-hill region, the central plain region (North)
and the western plain region (South) have
incurred some amount of total loans at this
range of rate of interest. This shows that the
marginal and small farmers are still in the
clutches of commission agents and money-
lenders which charge exorbitant rates of
interest. The medium and large farmers have
taken maximum loans at the rate of interest less
than 20 per cent.

Determinants of Indebtedness

In order to understand the variations in
the significance of factors influencing the
magnitude of indebtedness, region-wise
multiple regression analysis has been done and
results have been reflected in Table 6.

Variations in the magnitude of
indebtedness among the marginal farmers are
explained by ratio of credit from non-
institutional sources to that from institutional
sources, income from subsidiary occupations
and expenditure on unproductive purposes in
the central plain region (North) and the central
plain region (South). While coefficients for
ratio of credit from non-institutional sources to
that from institutional sources and expenditure
on unproductive purposes are positive and
significant. The income from subsidiary

occupations and education level of the head of
the family have negative relationships with
indebtedness. In the Siwalik foot-hill region
both these variables are significant. The
coefficients of family size and farm-size are
non-significant in all the regions. The
coefficients of multiple determinations explain
80 per cent, 65 per cent and 68 per cent
variations in magnitude of indebtedness in the
Siwalik foot-hill region, the central plain region
(North) and the central plain region (South)
respectively.

The estimates of regression coefficients
suggest that the variations in the magnitude of
indebtedness among the small farmers of the
Siwalik foot-hill region and the central plain
region (South) are explained by ratio of credit
from non-institutional sources to that from
institutional sources, family size, income from
subsidiary occupations and educational level.
The ratio of credit from non-institutional
sources and educational level of the head of the
family is also significant in the central plain
region (North) and the western plain region.

The regression coefficient for family-
size in the Siwalik foot-hill region, the central
plain region (South) and the western plain
region (South) is positive and significant
indicating positive relationship of family size
with indebtedness. The coefficients for ratio of
credit from non-institutional sources to that
from institutional sources are positive and
statistically significant in all the regions. This
shows that the amount of debt increases as a
result of taking more loans from the non-
institutional sources.

Income from subsidiary occupations
contributes in decreasing indebtedness
significantly in the Siwalik foot-hill region, the
central plain region (South) and the western
plain regions. The coefficient for educational
level is negative and significant in all the
regions. This indicates that as the education
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level improves, debt comes down.

The contribution of the explanatory
variables such as ratio of credit from non-
institutional to that from institutional sources,
income from subsidiary occupations and
education level is statistically significant in the
case of medium farmers in the central plain
region (South), the western plain region
(South) and the western plain region. In the
Siwalik foot-hill region and the central plain
region (North), the contribution of explanatory
variables, i.e. the ratio of credit from non-
institutional sources to that from institutional
sources and expenditure on unproductive
purposes, is positive and significant. The
family-size is significant in the central plain
region (North) only. The coefficient for farm-
size is found to be non-significant statistically
in all the regions. The coefficient of multiple
determinations explains more than 90 per cent
variation in magnitude of indebtedness in all
the regions.

For the large farm-size category the
regression coefficient for ratio of credit from
non-institutional sources to that from
institutional sources is positive and significant
in all the regions except the western plain
region (South). The regression coefficient for
expenditure on unproductive purposes is also
significant in all the regions. The income from
subsidiary occupations has significant
contribution towards decreasing the magnitude
of indebtedness of the large farmers in the
central plain region (South) and the western
plain region. The coefficients for family-size
and farm-size are found to be non-significant in
all the regions. The regression coefficient for
educational level of the head of the family is
found to be negative and significant in the
central plain region (North) and the western
plainregion (South).

In the case of all the categories of the
farmers taken together, the contribution of

explanatory variables such as ratio of credit
from non-institutional sources to that from
institutional sources, expenditure on
unproductive purposes, educational level of the
head of the family and farm-size is statistically
significant in all the regions. The regression
coefficient for income from subsidiary
occupations is negative and statistically
significant in all the regions except the central
plain region (North). This reveals that income
from subsidiary occupations has an inverse
relationship with indebtedness.

The regression coefficient for family-
size is significant in the Siwalik foot-hill region
and the central plain region (North). The
variable of expenditure on unproductive
purposes bears a direct relationship with
indebtedness implying an increase in
indebtedness with the increase in expenditure
on unproductive purposes. Farm-size has a
significant positive relationship with
indebtedness. This indicates that the capacity of
the farmers to take loans increases as farm-size
goes up. The educational level of the head of the
family has inverse relationship with
indebtedness. This suggests that education
increases the awareness among the farmers.
The values of R2 are of the order of 0.83, 0.84,
0.93, 0.82, and 0.58 in the Siwalik foot-hill
region, the central plain region (North), the
central plain region (South), the western plain
region (South) and the western plain region
respectively.

Major Findings

® The proportion of households under
debt is the highest in the central plain
region (South).

® The amount of debt per household and
per acre is the highest in the western
plainregion (South).

® The amount of debt per household is
positively associated with farm-size and
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the amount of debt per operated acre is
negatively associated with farm-size in
all the regions.

Source-wise the commission agents
come out to be the largest contributor
towards loans in the central plain region
(North) and the western plain region
(South). For the remaining three regions
the commercial banks are the largest
contributor towards loans.

The farmers have taken the highest
proportion of loans for productive
purposes in all the regions. The major
proportion of loans spent on productive
purposes goes to the purchase of farm
inputs.

The major proportion of non-productive
loans goes to family maintenance
expenditure.

The large farm-size category has taken
maximum amount of loans at the rate of
interest less than 10 per cent in all the
regions except the Siwalik foot-hill
region, while the marginal farm-size
category has taken the maximum
amount at the rate of interest ranging
between 20 to 30 per cent in all the
regions except the Siwalik foot-hill
region.

The contribution of explanatory
variables such as ratio of credit form
non-institutional sources to that from
institutional sources, expenditure on
unproductive purposes, education level
of the head of the family and farm-size
are statistically significant in all the
regions.

The regression coefficient for income
from subsidiary occupations is negative
and statistically significant in all the
regions except the central plain region
(North). The regression coefficient for
family-size is significant in the Siwalik

foot-hill region and the central plain
region (North).

Suggestions

To overcome the problem of
indebtedness, it is necessary to develop
subsidiary occupations. The government
should exercise a strong check on the activities
of non-institutional agencies and provide credit
to all the farmers at reasonable rates of interest
with easy repayment facilities. Implementation
of land reforms in favor of the marginal and
small farmers will result in increasing their
farm-size and consequently will be helpful in
increasing their farm business income. The
remunerative prices of agricultural products
must be fixed at reasonable level taking into
consideration cost of production and consumer
price indices.
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