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INTRODUCTION
An assessment of the impact of the production credit sup-
plied by the financial institutions on the economy of the 
farmers is made on the basis of the changes in produc-
tion / output, employment generation, income generation, 
generation of savings, improvement in the standard of liv-
ing, extension of cultivable area etc. Various studies have 
been made on the subject at the micro and macro level, 
but these studies do not provide an insight into the prob-
lems and special features of different regions. Hence the 
present study conducted at micro level based on survey 
data intends to arrive at conclusions which could help in 
the formulation of an effective policy for the regions.

The main objective of institutional lending should be to 
help farmers to earn higher incomes through larger out-
put brought either through an increase in net sown area or 
through improvements in yield rates or both. The benefits 
accruing to the beneficiary cultivators and its impact are 
analyzed on the basis of the following criteria.

OBJECTIVE
The study is carried out to examine the impact of agricul-
ture credit on income generation.

Hypothesis
There is no significant difference in the impact of agricul-
ture credit on income generation.

METHODOLOGY
The research design chosen for the examining the impact 
of agriculture credit on income generation was based on 
descriptive research design. 

RESULT AND DISCUSSION
The purpose of such analysis is to examine the net addi-
tional benefits derived by the farmers while availing the 
loan from the institutional agencies. A word of caution has 
to be made at this juncture. It was observed that a good 
number of sample beneficiaries are taking loans from other 
agencies for various purposes, using their own savings to 
contribute to the borrowed amount, diverting the credit for 
nonagricultural purposes etc. Hence any attempt made to 
estimate the net benefits of institutional credit to agricul-
ture need not be precisely accurate and therefore cannot 
be generalized.

Table A: Impact of credit on production output on a re-
gional basis
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serves as an important tool of poverty alleviation and helps in bringing about greater equitable distribution of wealth. 
Time and again it has been demonstrated that agriculture is indispensable for the growth of the economy. Therefore 
strengthening this sector through sound credit policies is crucial. We have to look at agricultural credit not merely as 
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Source: Survey data.
Note: Figures in brackets are percentage to total.
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Table B: Impact of credit on production output on a regional basis
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69

34.29
- - -
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- - -

69
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- - -
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- - -
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An analysis of the survey data on a crop wise basis region-
al / institutional basis as shown in table 4.10 revealed that 
40.63 % of the Gram cultivators, 31.46 % of the Wheat 
cultivators and 30 % of the barley cultivators generated 
an increase in output. Among the Wheat cultivators who 
generated an increased output, 60.71 % has a reasonable 
increase in production/output and 17.86 % a significant in-
crease in production/output. Among the Gram cultivators 
46.15 % had reasonable increase in production/output and 
28.21 % a significant increase in production/output. 58.97 
% of the barley cultivators were able to generate a reason-
able increase in production/output and 25.64% significant 
increase in production/output.

An inter-regional analysis of the survey data also revealed 
that it was the Gram cultivators in Region II (48.48 %) who 
generated increased production and output and was fol-
lowed by the Wheat cultivators of Region III (37.78 %). 
Again the real achievement in terms of increased produc-
tion and output was attained by the barley cultivators of 
Region I with 54.55 % having reasonable increase in pro-
duction/output and 45.45% having significant increase in 
production/output. Our analysis of the field level data on 
a crop wise basis/institutional wise basis revealed that51.43 
% of the Gram cultivators financed by the Federal Bank 
Ltd. had increased production/output, and was followed by 
the Wheat cultivators financed by the co-operatives (45.71 
%).

CONCLUSION
Increased production/output and employment generated 
has to be translated into additional income to enjoy the 
real benefits of the institutional credit to agriculture. Analy-
sis of the field level data on this basis revealed that the 
impact of agricultural credit on income generation was not 
remarkable or significant. Only 13.33 percent of the ben-
eficiaries could realize increased income with regional crop 
wise and size wise variation. Among the Regions, Region 
111 had a higher proportion of beneficiaries (15.24 per-
cent) attaining higher levels of income and among the in-
stitutions co-operative banks lead with 18.1 percent of the 
beneficiaries generating additional income. Among the 
crops it was the gram cultivator borrowers (36.46 percent) 
who were able to generate higher levels of income and 
among the different sue class of farmers it was the large 
farmers (29.09 percent) who were able to generate addi-
tional income. 


