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n India, the rapid productivity gains of the green revolution

increased producers’ incomes, raised labourers’ wages and

lowered the price of food. In addition, new livelihood opp-
ortunities were generated when success in agriculture provid-
ed the basis for economic diversification (Thompson 2004).
However, despite decades of investment in new agricultural
technology and rural development, poverty and indebtedness
continue to plague rural areas.

The state of Punjab was at the forefront of adopting new
agricultural technology, which resulted in a large increase in
the use of capital inputs to realise the benefits of this technology
(Kaur and Singh 2010). Since most of the inputs used by farmers
are now purchased from the market, the farmers have to spend
huge amounts of cash on purchasing market-supplied farm
inputs to carry out their production operations (Kaur 2011).
Rising costs along with stagnant technology and a near freeze
in the minimum support price of wheat and paddy, which
turned the already adverse terms of trade from bad to worse,
reduced returns on foodgrain production (Sajjad and Chauhan
2012). The tremendous changes in technology and mode of
farming have led to increasing costs and declining farm
income, and the farmers are facing difficulties in meeting both
farm and domestic expenditure (Sharma et al 2015).

The demand for human labour in the farm sector has been
decreasing since the late 1980s. There has been a sharp decline
in the number of marginal and small holdings in the state. On
the other hand, due to the unfavourable nature and structure
of the industrial sector in the state, the small and marginal
farmers released by the agricultural sector were not being
absorbed outside agriculture (Singh and Toor 2005). Sustained
agricultural growth up to 1990 reduced rural poverty in the state.
Since then, a slowdown in agricultural growth has become a
major cause for concern. Stagnant technology, rising input pric-
es, weakening of the support system, and declining profitability
have made cultivation a highly risky and unremunerative
enterprise (Gol 2007). The decline in production, increase in
the cost of production, and insufficient increase in minimum
support prices have made the agricultural activity unremuner-
ative. As a result, indebtedness in agriculture has increased
(Mahajan 2015).

The rural borrowers have been depending upon institutional
sources for production/investment credit requirements. But
for consumption credit needs, these people are forced to go to
non-institutional sources for which they have to pay a very
high rate of interest. The rural financial services have mostly
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been controlled by rich farmers, who are able to use their large
endowment base and influence within the local power structure
to secure loans at very advantageous terms (Sharma 2009).
The marginal, small, semi-medium farmers, and agricultural
labourers have almost been excluded from these financial
services because they are not considered creditworthy. The
informal sources cater to the social and consumption require-
ments for credit to a great extent in rural areas (Amandeep and
Sidhu 2012). Despite the tremendous expansion of banking
network and the growth of institutional credit for agriculture,
the severity of agricultural indebtedness persists (Sidhu and
Rampal 2016).

Indebtedness per se need not lead to economic impoverish-
ment but happens when repayment is difficult and the house-
hold resorts to sale of assets. Similarly, a fall in economic posi-
tion can also lead to a greater reliance on credit and thereby
increase the debt burden (Mishra 2007). Most of the studies on
prevalence of indebtedness in agricultural sector of Punjab
mainly deal with the farmers, but none have touched the
severity of the same among the agricultural labour households
who are economically more vulnerable, as they do not own
any productive assets. Hence, the present study will add to the
existing literature on rural indebtedness. In the case of farmers
as well, an attempt has been made here to elaborate the internal
dynamics of rural indebtedness.

Though there are studies which have discussed indebtedness
according to the farm size (for example, Shergill 2010; Singh et
al 2014), none of them have analysed it according to the size of
owned as well as operational holdings. Though Shergill (2010)
has included the variable of owned holding, he has taken it as
a farm unit which gives equal weight to every farm size. Due to
this flaw, the results show that indebtedness per farm unit
increases with the increase in farm size. Whereas in the present
study, by including the variable of debt per owned acre (rather
than per owned farm unit), we try to show that it falls with the
increase in farm size. Thus, in this study, an attempt has been
made to show that the burden of debt is higher for farmers
with smaller holdings (owned as well as operated) than those
with larger holdings.

This study has been mainly inspired by the landmark study
of Darling (1925); an attempt has been made to revisit all the
important findings of this study in the context of the present
scenario. As compared to other recent studies on the same
problem, this study also reveals greater severity of debt
among the agricultural households of rural Punjab. Another
important point of departure is regarding the tendency of
leasing in land. The existing studies mainly show that a loan
is taken for the purchase of new land only, while the reality is
that small and marginal farmers have to take a loan some-
times even to pay the rent on leased in land. Actually, these
farmers lease in land to make their farm size viable for culti-
vation, but sometimes the adverse agricultural conditions
push them to take loans even to pay the rent on these leased
in holdings.

Thus, the present paper is an attempt to examine various
hitherto unexplored aspects of indebtedness among farmers
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and agricultural labour households in rural areas of Punjab.
More specifically, the present paper concentrates on the foll-
owing objectives: to analyse the extent and distribution of
indebtedness among farmers and agricultural labourers; to
examine the various sources of debt; to analyse per household
debt incurred for various purposes; and to compare and contrast
the variations in rate of interest paid by the different categories
of farmers and agricultural labourers.

Methodology

For the purpose of the present study, data have been collected
from the three districts of Punjab representing three different
regions—the South-west, the Central Plains, and the Shivalik
foothills. The South-west region comprises Bathinda, Mansa,
Ferozepur, Fazilka, Faridkot, Muktsar, and Moga districts. The
Central Plains region constitutes Patiala, Fatehgarh Sahib,
Sangrur, Amritsar, Kapurthala, Jalandhar, Nawanshahr, Tarn
Taran, and Ludhiana districts. The Shivalik Foothills region
comprises Hoshiarpur, Pathankot, Gurdaspur, and Ropar dis-
tricts. Keeping in view the differences in agroclimatic conditions
and to avoid the geographical contiguity of sampled districts,
it was deemed fit to select one district from each region on a ran-
dom basis. Mansa district from the South-west region, Ludhi-
ana district from the Central Plains region, and Hoshiarpur
district from the Shivalik Foothills region have been selected
for the purpose of the present study.

On the basis of random sample method, one village from
each development block of the selected districts has been
chosen. There are 27 development blocks in the selected three
districts. Thus, in all, 27 villages have been selected from the
three districts under study. A representative proportional
sample of households comprising marginal farmers, small
farmers, medium farmers, large farmers, and agricultural
labourers have been surveyed. Out of these 27 villages, 1,007
farm households and 301 agricultural labour households have
been selected from the three districts for the purpose of our
survey. Out of a total of 1,308 households, 240 farm
households and 111 agricultural labour households are from
Mansa district; 481 farm households and 139 agricultural
labour households from Ludhiana district; and 286 farm
households and 51 agricultural labour households are from
Hoshiarpur district.

A household is considered to be a farm household only if
more than 50% of its income comes from farm business opera-
tions. Here, it must be noticed that farmers are not a homogene-
ous group. For the purpose of comparison, we have classified
them in different categories. We have defined the large farm-
ers as those who own more than 15 acres of land, as the land
ceiling limit in Punjab is 17.5 acres, and the medium farmers
have been defined as those who own more than 10 acres and
up to 15 acres. Out of the 1,007 selected farm households, 408
belong to the category of marginal farmers (owning land up
to 2.5 acres), 273 to small farmers (owning more than 2.5
acres and up to 5 acres), 192 to semi-medium farmers (owning
more than 5 acres and up to 10 acres), 88 to medium farmers
(owning more than 10 acres and up to 15 acres) and 46 to
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large farmers (owning land more than 15 acres). The present
study relates to the agricultural year 2014-15.

Extent of Debt

The extent of debt among different farm-size categories in the
three districts under study is shown in Table 1. This table depicts
that 85.9% of the farming households in the state of Punjab are
under debt. There are certain variations across the different
farm-size categories. As many as 89.06% of the semi-medium
farm households are under debt, while in the case of marginal,
small, medium, and large farm-size categories these percentag-
es are 83.33, 88.64, 84.09 and 82.61, respectively. Slightly more
than 80% of the agricultural labour households are under debt.

The average amount of debt per indebted farm household in
rural Punjab is ¥5,52,064.16, while the average amount of debt
per sampled farming household is ¥4,74,215.99. The amount of
loan per indebted household and per sampled household

Table 1: Extent of Debt among Farmers and Agricultural Labourers—
Category-wise
Farm-size Categories

No of Households Indebted Average Amount of Debt (%)

Sampled Indebted Households  Per Sampled PerIndebted
asPercentage  Household Household
of Sampled
Households
Marginal farmers 408 340 8333 2,30,699.75 2,76,839.70
Small farmers 273 242 88.64 4,94,051.29 5,57,338.85
Semi-medium farmers 192 171 89.06 6,09,765.63 6,84,649.12
Medium farmers 88 74 84.09 786,761.36  9,35,608.10
Large farmers 46 38 8261 13,52,695.65 16,37,473.68
Allsampled farmers 1,007 865 8590 4,74,21599 5,52,064.16
Agricultural labourers 301 241 80.07 54,709.30 68,329.88

Source: Field Survey, 2014-15.

(Mean valuesin<)
Debt per Operated Acre

Table 2: Amount of Debt per Acre—Category-wise
Farm-Size Categories

Debt per Owned Acre

Marginal farmers 1,40,670.58 65,169.42
Small farmers 1,20,794.93 55,573.82
Semi-medium farmers 81,847.74 52,839.31
Medium farmers 63,244.48 45,398.81
Large farmers 57,512.57 50,211.41
Allsampled farmers 1,16,801.97 71,203.60

Source: Field Survey, 2014-15.

Table 3: Debt Incurred from Different Credit Agencies—Category-wise

increases as farm size goes up. This reveals that the needs of
farmers are increasing as farm size increases because without
investing in operational as well as fixed costs, the major share
of income cannot be generated. The average amount of debt
per indebted agricultural labour household in rural Punjab is
%68,329.88, while the average amount of debt per sampled
agricultural labour household is ¥54,709.30.

Per Acre Indebtedness

The amount of debt per operated acre and per owned acre is
given in Table 2. This table reveals that for an average farming
household the amount of debt per owned acre and per operated
acre is 1,16,801.97 and %71,203.60, respectively. The category-
wise amount of debt per owned acre decreases as the farm size
goes up. The amount of debt per operated acre is the highest
among the marginal farm-size category, followed by the small,
semi-medium, large, and medium farm-size categories. This
has an important implication that the burden of debt is greater
on the lower farm-size categories as compared to the upper
farm-size categories. Some of the reasons identified for indebted-
ness among marginal and small farmers are lower income due
to low productivity levels, increased cost of production, rising
cost of living, inadequate institutional credit, unproductive
expenditure on social ceremonies, intoxicants, etc (Singh 2010).
The upper farm-size categories partly finance their crop pro-
duction operations from their own savings.

DebtIncurred from Different Credit Agencies

The role of various credit agencies in the study area has been
analysed, and the information is presented in Table 3. This
table shows that an average farming household in rural
Punjab has taken %1,17,279.05 from non-institutional agen-
cies, and ¥3,56,936.94 from institutional agencies. The aver-
age debt per agricultural labour household from non-institu-
tional agencies is ¥50,217.61 and from institutional agencies it
is only ¥4,491.69. The marginal farmers are under a total debt
of ¥2,30,699.75, out of which ¥91,019.61 has been taken from
non-institutional agencies and the remaining ¥1,39,680.14 from

institutional agencies. The small

(Meanvaluesin?) - farmers are indebted to the extent

SI Source of Debt Marginal Small Farmers ~ Semi-medium  Medium LargeFarmers ~ AllSampled  Agricultural . .
No Farmers Farmers Farmers Farmers Labourers Of ?1’46’754'58 to non-institutional
A Institutional agencies and ¥3,47,296.7 to institu-
1 Primary agricultural tional agencies, whereas the corre-
cooperative societies/ sponding ficuires are 71 and

cooperative banks 3262868 8580587 11507813 122750 12041304 7465094 182392 SPORAINZNS +1,34,375
2 Commercial banks 1,02,51716  2,53,798.53 3,48,697.92 510,375.00 10,36,956.52 2,68,79543  2,667.77 ?4’7.5’390;63 respectively for th?
3 Landdevelopmentbanks  2,696.08  4,029.30 744792 000 6097826  6,390.27 000 semi-medium farmers. The medi-
4 Regional rural banks 183822 366300 416667 3977273  23913.04  7100.30 000 um farm-size category has taken
Subtotal 1,39,680.14 3,47296.70 4,75390.63 6,72,897.73 12,42,260.87 3,5693694 449169 <1,13,863.63 from non-institu-
B Non-institutional tional agencies and 6,72,897.73
5 Commission agents 4811765 9617216  95130.21 6772727 5706522  72,231.38 000 from institutional agencies. The

6 Moneylenders 2157598 2943224 3153646 3409091 4521739 2777855 157475 . .
arge farm-size category obtained

7 Tradersandshopkeepers 270098 279853  1,875.00 11364 815217  2,592.85  5,152.82 o
%1,10,434.78 from non-institutional

8 Largefarmers 3,894.61 3,553.12 2,604.17 5,681.82 0.00 3,534.26 37,096.35 3 d 6 £
9 Relatives and friends 1473039 1479853 322917 625000 000 114201 630360 28eNcies andR12,42,260.87 from
Subtotal 9101961 14675458 13437500 11386363 11043478 11727905 5021761 institutional agencies. The margt-
Total 23069975 49405128 60976563 7,86.76136 135269565 47421599 5470030 nal, small, semi-medium, medium,

Source: Field Survey, 2014-15.
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have incurred the highest amount of debt from commercial
banks. But the agricultural labour households owed the highest
amount of debt to large farmers. The reason behind the greater
reliance of agricultural labour households upon non-institu-
tional agencies is that they lack adequate collateral which is
essential for raising loans from institutional agencies.

Pattern of Debt Incurred from Different Credit Agencies

The proportionate shares of different credit agencies in the
total debt are given in Table 4. This table depicts that an
average farming household has incurred 75.27% of the total
debt from institutional agencies. This proportion increases
with the increase in farm size. The remaining 24.73% of the
total debt has been incurred from non-institutional agencies.
This proportional share is inversely associated with farm size.
About 57% of the total debt is incurred from commercial
banks by an average farming household. This proportional
share is positively related with farm size. All categories of
farmers owed the highest debt to this source. These figures
confirm the findings of Sekhon and Saini (2008) that com-
mercial banks now play a major role in agricultural produc-
tion and economic development of rural areas by supplying
credit facilities to farmers. The agricultural labour house-
holds have hardly incurred 5% of the total debt from this
particular source.

The primary agricultural cooperative societies/cooperative
banks are the second important source of debt for an average
farming household, contributing 15.74% to the total debt. This
proportion is the highest for semi-medium farmers, followed
by the small, marginal, medium, and large farm-size categories.
The agricultural labour households have incurred only 3.33%
of the total debt from this source.

The commission agents are the third important source of
debt from which an average farming household has incurred
15.23% of the total debt. This proportion is inversely related
to the farm size.

At the fourth rank were the moneylenders to whom an
average farming household owed 5.86% of the total debt, and

Table 4: Debt Incurred from Different Credit Agencies—Category-wise

(Percentage of total debt)

this proportionate share is the highest for the marginal farm-size
category, followed by the small, semi-medium, medium, large
farm-size categories. The agricultural labour households have
incurred about 3% of the total debt from moneylenders.

The share of large farmers is 0.75% for an average farming
household. The agricultural labour households owed about
68% of the total debt to large farmers. Slightly less than 2.40%
of the total debt has been raised from relatives and friends by
an average farming household. This proportion is 11.69 and
6.39 respectively for the agricultural labour and marginal
farm-size category household.

As far as the source of the debt is concerned, the marginal
and small farm-size categories follow a similar pattern. For these
categories, the major sources of debt are commercial banks,
commission agents, cooperative societies, moneylenders, and rel-
atives and friends. For the semi-medium and medium farm-
size categories, the major sources of debt are commercial banks,
commission agents, cooperative societies, and moneylenders.

The remaining two categories follow a different pattern. For
the large farm-size category, the major sources of debt are
commercial banks, cooperative societies, and land develop-
ment banks. In the case of agricultural labour households, the
major sources of debt are large farmers, relatives and friends,
and traders and shopkeepers. The above findings clearly bring
out the fact that even after nearly seven decades of independ-
ence, the marginal, small, medium farmers, and agricultural
labourers in Punjab are still in the clutches of non-institutional
agencies, particularly commission agents and large farmers.

Debt Incurred for Different Purposes

The purpose for which a loan is raised is an important indica-
tion of its potential to be repaid. The amount of debt incurred
for different purposes is provided in Table 5 (p 55). The table
shows that the purchase of farm inputs and machinery is the
major purpose for which debt has been incurred by farmers. An
average farming household incurs ¥3,32,064.05 for this pur-
pose, and this amount increases as the farm size goes up. This
is due to the adoption of new agricultural technology which is

a costly affair and is known as inputs package.

An average farming household owes %32,852.04

SI Source of Debt Marginal Small  Semi-Medium  Medium Large AllSampled Agricultural .
No Farmers  Farmers Farmers Farmers  Farmers  Farmers Labourers fOI' domest1c needs, ?32:467-73 fOl‘ hOUSE con-
A Institutional struction, addition of rooms and major repairs,
1 Primary agricultural and %21,305.86 for marriages and other socio-
cooperative societies/ ligi . In th £ inal
cooperative banks 1414 1737 1887 1560 890 1574 333  [TElBIOUS CEIEMONIES. I thE case ob marginal,
2 Commercial banks 4444 5137 5719 6487 7666 5668 4gs  small, and semi-medium farm-size catego-
3 landdevelopmentbanks 117  0.82 122 000 451 135 000 ries,loans are raised for the purchase of farm
4 Regional rural banks 0.80 0.74 0.68 5.06 177 150  0.00 input and machinery, house construction, ad-
Subtotal 60.55  70.30 7796 8553 9184 7527 821 dition of rooms and major repairs, domestic
B Non-institutional needs, renting land, and marriages and other
5 Commission agents 20.86 19.46 15.60 8.61 4.22 1523 0.00 social and religious ceremonies.
6 Moneylenders 9.35 5.95 517 433 3.34 5.86 2.88 . .
For the medium and large farm-size cate-
7 Traders and shopkeepers  1.17 0.57 0.31 0.01 0.60 0.54 941 A th f . . debt
8 Largefarmers 1.69 0.72 0.43 0.72 000 075 6781 gores, the reasons. or mc“mnS ebt are
9 Relatives and friends 639 300 0535 079 000 235 meo Purchase of farm inputs, machinery and
Subtotal 3945 2970 2204 1447 816 2473 o179  implements, house construction, addition of
Total 100.00 100.00  100.00  100.00 100.00 100.00 100.00 rooms and major repairs, education, and pur-

Source: Based on Table 3.
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chase of land. In the case of agricultural
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Table 5: Debt Incurred for Different Purposes—Category-wise

(Meanvaluesin¥) This proportion decreases as the

Sl Purpose Marginal Small Semi-medium Medium Large All Sampled Agricultural - farm size increases.
No Farmers Farmers Farmers Farmers Farmers Farmers Labourers .
1 Farminputsand machinery 14199142 3,25263.74 4,49,687.50 5,88,011.36 10,77,695.65 3,32,06405 26578 The agr1c1.11tural labour house'
2 Rentofland 1208333 3216117 1458333  7386.36 000 17,040.71 000 holds have incurred the highest
3 Marriages and other social proportion of debt for domestic
and religious ceremonies 10,60049  14,002.56  53,229.17  31,363.64 6,521.74 2130586 1785382 needs, thatis 36.09%, followed by
4 House construction, addition the marginal, small, semi-medium,
of rooms and major repairs 1452206 4743590 3291667 4659091 7391304 3246773 473422 . dium, and large farm size cate-
5 Domestic needs 3323039 3909890 24,84375 28181.82 3478261 32,852.04 19,745.85 . )
6 Healthcare 729167 659341 1432292  5,681.82 000 796922 10,083.06 gories. The field survey has re-
7 Livestock 272059 3,754.58 0.00 0.00 000 212016 46512 vealed th? fact that.the annual
8 Education 302157 1978022 1302083 3636364 9673913 1703078  se3so consumption expenditure of the
9 Purchase of land 0.00 000 377604 4318182 3260870 598312 69767 marginal, small, medium farm and
10 Repayment of debt 360294  5860.81  3,385.42 0.00 000  3,694.14 000 agricultural labour households
11 Small business 735.29 0.00 0.00 000 3043478 168818 000 exceeds their annual income. This
Total 2,30,699.75 494,051.28 6,09,765.63 7,86,76136 13,52,695.65 47421599 5470930 finding confirms the findings of

Source: Field Survey, 2014-15.

Table 6: Debt Incurred for Different Purposes—Category-wise

the study by Singh (2010), which

(Percentage of total debt)  shows that in Punjab, the annual

Sl Purpose Marginal Small Semi-medium  Medium Large Allsampled  Agricultural  jpncome of the margina] and small
No Farmers Farmers Farmers Farmers Farmers Farmers Labourers .
- : farmers falls short of their total
1 Farminputsand machinery 61.55 65.84 73.75 7474 79.67 70.02 049 di b 0 d 0
2 Rentofland 524 651 239 094 000 359 000  €xpenditure by 41.4% and 35.5%,
3 Marriages and other social and respectlvely. They frequently re-
religious ceremonies 4.59 2.85 873 3.99 048 449 3263  sort to borrowing mainly for con-
4 House construction, addition of sumption purposes. The field sur-
rooms, and major repairs 6.29 9.60 540 5.92 546 6.85 8.65 vey also revealed another disturb-
5 Domestic needs 14.40 791 4.07 3.58 2.57 6.93 3609 .
ing fact that very often the small
6 Healthcare 3.16 133 235 0.72 0.00 1.68 18.43 and mareinal farmers sell a part
7 Livestock 1.18 0.76 0.00 0.00 0.00 045 0.85  thei % g 1landh lg'
§ Education 170 400 24 462 715 359 155 Oftheiraiready small landholding
9 Purchaseof land 0.00 0.00 0.62 5.49 241 126 128 to raise funds for consumption
10 Repayment of debt 156 119 056 000 0.00 078 000 needs of the family.
11 Small business 032 0.00 0.00 0.00 225 036 0.00 About 7% of the total debt has
Total 10000 100.00 10000 10000 10000 10000  100.00  been incurred for house construc-

Source: Based on Table 5.

labour households, the maximum amount of debt has been
incurred for domestic needs, marriages and other socio-reli-
gious ceremonies, and healthcare. The amount of debt owed
for these purposes is 19,745.85, ¥17,853.82 and %10,083.06
respectively. Thus loans used for non-income generating
activities do not generate any income for their repayment,
and hence the loans go on accumulating and are passed from
generation to generation (Kaur 2016).

Pattern of Debt Incurred for Different Purposes

The proportional share of debt spread on different purposes is
presented in Table 6. This table indicates that an average farm-
ing household owes the highest proportion of total debt for the
purchase of farm inputs and machinery. As much as 70.02% of
the total debt has been incurred for this purpose. This propor-
tion is 79.67%, 74.74%, 73.75%, 65.84%, and 61.55% for the
large, medium, semi-medium, small, and marginal farm-size
categories respectively. These figures are somewhat different
from the findings of Kaur et al (2016) in which the major
proportion of debt is taken for this purpose, but the respective
proportions of debt for the same among all farm size categories
are much lower than those found by the present study (this
study has given the same proportions as 71.85%, 56.99%,
48.58% and 38.1%). About 7% debt is owed for domestic needs.
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tion, addition of rooms, and major
repairs by an average farming household. This share is 9.60%
and 8.65% for the small farm-size category and agricultural la-
bour households, respectively. An average farming household
owed 4.49% of the total debt for marriages and other social
and religious ceremonies. This proportional share is about
33% for the agricultural labour households, followed by the
semi-medium, marginal, medium, small, and large farm-size
categories. The field survey has revealed the fact that debt for
marriages and other social and religious obligations, house
construction, addition of rooms, and major repairs was quite
significant and widespread. Thus to maintain their social status
and keep up with basic cultural practices and norms, these
sections incur some expenditure which is beyond their means
and results in their indebtedness.

About 4% of the total debt has been incurred for education
by an average farming household. The large, medium, and small
farm-size categories give greater importance to education, and
out of their total debt, the proportion of debt incurred for edu-
cation stands at 7.15%, 4.62% and 3.95%, respectively. As much
as 3.59% of the total debt of an average farming household is
also incurred for payment of land rent. This proportional share
is the highest for the small farm-size category, followed by the
marginal, semi-medium, and medium farm-size categories. The
operational size of holding is uneconomic for these categories
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of farmers so they lease-in land from large farmers. About 2%
of the total debt is incurred for healthcare by an average
farming household. This proportion is as high as 18.43% for
the agricultural labour households and 3.16% for the marginal
farm-size category. An average farming household has in-
curred very little share of the total debt for purchase of land,
repayment of debt, and small business, that is 1.26%, 0.78%
and 0.36% respectively.

The above analysis clearly indicates that the marginal,
small and semi-medium farmers, and agricultural labourers
owe debt mainly for domestic expenditure and marriages and
other social and religious ceremonies. On the other hand, the
medium and large farmers largely incur debt for the purchase
of farm inputs and machinery, education, and purchase of
land. This result is in clear contrast to the study conducted by
Singh et al (2014), which states that in percentage terms the
large farmers spend the lowest share on farm inputs and
machinery and the highest on marriages and social and
religious ceremonies.

Debt According to the Rate of Interest

The mean values of debt according to the rate of interest are
given in Table 7. The table depicts that an average farming
household owed the maximum amount of total debt at the rate
of interest ranging between 8% to 14% per annum, followed by
the ranges 1% to 7%, 15% to 21% and 22% to 28% per annum.
The marginal, small, medium, and large farmers have incurred
the maximum amount of total debt at the rate of interest ranging
between 8% to 14%. The marginal and semi-medium farmers
have incurred the maximum amount of total debt at the rate of
interest ranging between 1% to 7%. The agricultural labour
households owed the maximum amount of total debt at the rate
of interest ranging between 22% to 28%. This is because this poor
section of the farming community is not able to get loans from
the institutional sources due to the lack of adequate collateral.

Table 7: Outstanding Debt According to Rate of Interest—Category-wise

categories owed the highest amount of total debt in this range
of rate of interest. About 14% of the total debt of farmers has
been incurred at the rate of interest ranging between 15% to
21%. This proportion decreases as farm size increases except
for the medium farm-size category. This proportion is 20.41%
for the agricultural labour households.

Table 8: Pattern of Debt According to Rate of Interest—Category-wise
(Percentage of total debt)

SI Categories Rate of Interest (%)
No 0 1to7 8to14 15t021 22t028 Above29  Total
1 Marginal farmers 445 4401 1821 1955 13.04 0.74 100.00
2 Smallfarmers 0.38 3563 36.02 1887 873 0.37 100.00
3 Semi-medium

farmers 019 4124 3921 835 11.01 0.00 100.00
4 Medium farmers 0.79 3310 5055 1287 269 0.00 100.00
5 Largefarmers 0.00 2216 66.78 4.65 640 0.00 100.00
6 Allsampled farmers 112 36,54 3942 13.71 8.96 0.25 100.00
7 Agricultural labourers 1116 728 518 2041 5211 3.86 100.00

Source: Based on Table 7.

About 9% of the total debt has been incurred at the rate of
interest ranging between 22% to 28% by an average farming
household. The agricultural labour households incurred the
maximum proportion of total debt (52.11%) in this range of
rate of interest. A very small proportion (0.25%) of the total
debt is incurred at the rate of interest ranging from 29% and
above by an average farming household. The agricultural
labour households have incurred 3.86% of the total debt at this
rate of interest.

The foregoing analysis brings out the fact that the margin-
al, small, medium, and large farm households have incurred
the maximum amount of debt at relatively lower rates of
interest, but the agricultural labour households have incurred
the maximum amount of total debt at higher rates of interest.
These households are still mainly dependent upon the non-
institutional sources, which charge exorbitant rates of interest.
This result of the present study is in line with the findings of

(Meanvaluesin?) another study by Kaur et al (2016),

SI Categories Rate of Interest (%)

which shows that the agricultural

No 0 Tto7 8to14 151021 221028 Above29 Total labour households have no other choice
1 Marginal farmers 10,27696 1,01,530.64 42,009.80 4511275 3007843 169118 230,69975 than to avail loans from the non-insti-
2 Smallfarmers 186813 17601465 17796703 9323443 4313553 183150 49405128 tyional sources because the loans by
3 Semi-medium farmers 520.83 2,51,718.75 2,39,34896  50,989.58  67,187.50 0.00 6,09,765.63 institutional agencies are advanced to
4 Medium farmers 6,250.00 2,60,397.73 39772727 1,01,250.00  21,136.36 0.00 786,761.36 only those who can offer some collat-
5 Large farmers 000 299760.87 9,03,369.57  62,934.78 86,630.43 0.00 13,52,695.65 .

eral in shape of some land or other as-
6 Allsampled farmers 531579 1,73,29742 1,86926.51  64999.01 4249553 118173 4,74,215.99 .

sets. The field survey has revealed the
7 Agricultural labourers 610797 398339  2,833.89 1116777 28,506.64 2,09.63  54,709.30

Source: Field Survey, 2014-15.

Pattern of Debt According to the Rate of Interest

The relative shares of debt incurred in different ranges of rate
of interest are given in Table 8. This table shows that on an
average 39.42% of the total debt has been incurred at the rate
of interest ranging between 8% to 14% by farmers. This pro-
portion is the highest for large farm-size category, followed by
the medium, semi-medium, small farmers, and agricultural
labour households. A substantial proportion of the total debt of
an average farming household (36.54%) is in the range of 1%
to 7% per annum. The marginal and semi-medium farm size
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fact that commission agents, the most
important among the non-institutional
sources, because of legal and political implications now
advance fewer loans to farmers.

Conclusions and Policy Implications

The above analysis shows that more than four-fifths of the
farming and agricultural labour households in rural areas of
Punjab are under debt. The amount of debt per indebted
household and per sampled household increases as the farm size
goes up. The average amount of debt per indebted agricultural
labour household is ¥68,329.88, while the average amount of
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loan per indebted farming household is %5,52,064.16. For an
average farming household, the amount of debt per owned
acre and per operated acre is %1,16,801.97 and %71,203.60,
respectively. The category-wise amount of loan per owned acre
decreases as farm size goes up. The analysis further shows that
institutional agencies are the most important source of loans
in the case of farm households. This may be attributed to some
extent to the awareness about institutional facilities, easy availa-
bility of loans, and greater accessibility to banks in rural areas.
In the case of agricultural labour households, major sources
of debt are large farmers, relatives and friends, and traders
and shopkeepers. These facts clearly bring out that even after
nearly seven decades of independence, the agricultural
labourers in the rural areas of Punjab are still in the clutches of
non-institutional agencies, particularly large farmers and traders
and shopkeepers which charge exorbitant rates of interest.
The majority of farmers and agricultural labourers are una-
ble to meet their consumption expenditure with their income.
This expenditure-income gap compels these farmers to use
some proportion of debt to meet their daily requirements. This
gap compels the agricultural labourers to use a major propor-
tion of debt to maintain their minimum level of consumption.
In spite of the fact that the institutional agencies are the most
important source of agricultural credit, it appears that the
burden of indebtedness among farm and agricultural labour
households is likely to continue in the coming years on account
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The reach of social policy in India has expanded significantly in recent years. Reaching larger
numbers of people than before, some benefits now take the form of enforceable legal entitlements.
Yet the performance of social programmes is far from ideal, with still a long way to go in directly
addressing the interests, demands and rights of the unprivileged. 2016
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