Chapter 9
Concluding Remarks

In this study, we have tried to focus mainly on the credit related problems faced by the farmer class in connection to their production related activities. In particular, we examine in detail the nature and extent of farmers’ indebtedness in Karnataka, and make a comparison with major the Indian states. In terms of access to credit, seen through extent of indebtedness, Karnataka is better placed than many Indian states. However, AP, Tamil Nadu, Punjab and Kerala lie ahead of Karnataka in certain indebtedness related indicators. 

Ironically, however, on an average almost half of the credit is still provided by the informal sector in the state of Karnataka. Region wise picture shows that Southern region is more dependent on informal sources of credit. Poor farmers with lower land holdings are much more deprived of the formal sources of credit than the comparatively richer ones. Thus, for availing loan from informal sources they also pay a much higher rate of interest with modal value of 36%. But it is heartening to note that loans are taken mostly for income generating purposes. It also indirectly implies that even for the income generating purposes poor are not getting access to formal sources of credit. 

Dependence on informal loan by deprived class such as SC/ST is much higher than the ‘others’ category. Weaker sections such as women headed household also depend largely on informal sources of credit. Thus, there is an urgent need to improve access to formal credit for the backward class, poorer and weaker sections of farmer community. 

A field survey in three districts of Karnataka has been taken up in order to understand the ground situation. It has been observed during our survey that the marginal farmers do face difficulty in accessing formal sector credit.  The field survey also corroborates what have been found through secondary data analysis. In addition, the survey further highlights the problems of the farmers in accessing formal sector and other risk related issues. 

Complicated procedures and non-cooperation from the bank officials turned out to be the two major problems with the formal sector (especially that of commercial banking sector).  
Thus we observe that rate of interest of the formal sector is far too low compared to the informal sector loan. Even then, poor farmers tend to take informal loan for not having collateral. As mentioned one of the problems that came up during our discussion is not having a land ownership record. Land is usually in the name of father and after his death, the sons find it difficult to access bank loans due to lack of ownership records in his/her name. Even after computerization of land records, this problem continues to persist and seen to be severe amongst the SC/ST households. Thus solving this problem has remained a challenge. 

As the poor farmers are more likely to face these problems, naturally they are hardly the beneficiaries of the recent loan waiver scheme initiated by the Government of India. On the other hand, comparatively larger medium farmers benefitted from this scheme. Thus, proper attention needs to be given while formulating such loan waiver schemes in future. 
As far as the role of cooperative bank is concerned, in our sample, we observed that in Mandya district cooperative banks play an important role. However, both in Haveri and Chamarajanagar our sample households are availing loan from commercial banks only. Secondary data relating to these cooperative sector also reveal this fact. It is to be noted in this context that even though cooperative banks were created with a view to help the rural poor farmers, over time health of these banks have deteriorated due to non repayment of loan. This happened due to interference by various agencies in the functioning of these banks. In order to improve the financial health of the cooperative baking sector and make them sustainable Government of India has constituted a committee headed by Dr Vaidyanathan (see Chapter 6 for a discussion). This committee has given its report for the revival of the cooperative banks in India and accordingly revival package has been introduced in the states of India. Karnataka is still in the process of implementation of the revival package. Once that is done, over time one may be able to see greater role of cooperative bank in the farm sector. But this sector often suffers from intervention of various state agencies. Thus providing autonomy and development of cooperative banks on a commercial basis also is a challenge. 
While many farmers lack access to formal credit, interestingly however, spouses of many of them have access to formal source through the self help groups. These ladies have also taken loan for farm business from the SHGs. On the other hand farmers club is seen to be almost absent in the study area. Success of SHGs shows that there is ample scope to develop a network of farmers club to help the farmers. Our survey reiterates the need to strengthen farmers club or farmers’ group in the state whereby farmers can take loan through a joint liability group and can also take up other production related joint activities through the group as has been taken up by the women through SHGs. Though it is well recognized that such joint liability groups can help the farmers immensely, as mentioned, there is not enough efforts to form such groups in the country in general and Karnataka in particular. NABARD has now felt the need to create such farmers group in order to not only provide credits but also organize other farm related activities. This remains another major challenge for the state.
One of the problems farmers unknowingly encounter while taking credit is the amount required at different point of time and amount disbursed by banks. During our survey it is revealed that the amount of credit required at different stages of production are different. At the beginning of production process about 40% of the total credit disbursed is actually used. As the farmers find the procedures of banks too complicated, they also prefer to take the funds at one time rather than visiting banks for credit more than once. However, as in the beginning of the period they get more than necessary, given their economic condition, the excess funds get utilized for other purposes. In the process at the time of need, especially during harvest they are short of funds and borrow from the informal lender at a high rate of interest. In the process, they are unable to repay formal loan and continue to borrow from informal sector at unfavourable terms and conditions. Kisan Credit Card can help the farmers in this regard. But the use of Kisan Credit Card is minimal in the state. Educating the farmers about judicial use of loan through Kisan Credit Card and issuance of such cards is another measure necessary.

Another major problem faced by the farmers is to handle risky and uncertain situation. We observe that the farmers of Karnataka, be in better agricultural region or not, face all three major types of risks viz., production risk, price risk and input risks. Providence of irrigation facilities is often a critical element that determines the outcome of weather related crisis (especially drought). 
Risk mitigation strategies in terms of crop insurance are highly under developed in the state and this is a major area of concern and challenge to the state. It is important to note that in our sample  around 40% of the farmers are not interested in crop insurance. This is because crop insurance is usually area based. 
The “area approach” is operated under the results of crop-cutting experiments. Each year a set number of plots with the insured crops for a certain “area” are used as the indicators of an individual farmer’s losses within that area. Insured farmers receive indemnity based upon the difference between the threshold yield and the yield of the crop-cutting experiments in their area. Crop yields naturally vary even over small areas and very localized natural calamities could occur. Situations easily exist in which farmers would not be compensated for their loss.
Therefore a farmer is wary about getting compensation. A farmer feels that he /she may be paying insurance premium unnecessarily. If there is a large scale calamity he would, in most cases get government compensation without any insurance cover. Thus, the farmer considers an individual land based insurance as the best option. However, such option has premium implications which they fail to grasp. 
Given this scenario, it is necessary to take the farmers into confidence while formulating the insurance policies. What can be the premium related implications of an individual based insurance may also be discussed. Otherwise, the entire exercise is going to be futile.
In absence of insurance and in presence of exposure to different kinds of risk accompanied by poor return from agriculture itself, we observed that around 39 percent of the farmer households are unable to meet their basic expenses from farm income. The problem is more among the marginal and the small farmers. Though some households carry out labour activity, but still it is not enough to meet the minimum basic requirement. From our analysis we observed that even after accounting for the income earned from labour activities, around 32% of rural households are not able to meet their basic expenses. 

This raises the importance of NREGA programme. NREGA is supposed to provide job for minimum of 180 days, which largely can take care of the extra support required to meet the minimum requirement.
Development of non farm activities is another major initiative necessary. Most farmers currently consider certain petty business like opening a small shop or buying a capital good such as tractor or truck for renting as their only option. Thus there is a need to provide training to the farmers as per the resource base of a region to develop meaningful non farm activities. This can go a long way…
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