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SOURCES OF AGRICULTURAL CREDIT IN INDIA
(URA § $fY BT & i)

1. Meaning of Agricultural Credit

Agricultural Credit refers to the loans given to farmers for agricultural activities such
as cultivation, purchase of seeds, fertilizers, equipment, irrigation, and allied

activities.
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2. Classification of Sources of Agricultural Credit
Sources of agricultural credit in India are broadly classified into:
1. Non-Institutional Sources

2. Institutional Sources
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3. Non-Institutional Sources of Agricultural Credit
(R-TRINTG FY HUT Fie)

These are traditional sources and are mostly unorganized.
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(a) Moneylenders

Moneylenders provide quick loans but charge very high interest rates, often
exploiting farmers.
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(b) Traders and Commission Agents

They give loans to farmers against future crops.
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(¢) Friends and Relatives

Loans are interest-free or low-interest but limited in amount.
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(d) Landlords

Landlords provide loans to tenant farmers, often on unfavorable terms.
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Drawbacks of Non-Institutional Sources

» High interest rates

» Exploitation of farmers

o No legal protection
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4. Institutional Sources of Agricultural Credit

(FRITTd Y BT Hia)



These are organized and regulated sources introduced to protect farmers.
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(a) Cooperative Credit Societies

They provide short-term and medium-term loans at reasonable interest rates.
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(b) Commercial Banks

Commercial banks provide agricultural loans, crop loans, and Kisan Credit Cards
(KCQ).
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(c) Regional Rural Banks (RRBs)

RRBs mainly serve small and marginal farmers in rural areas.
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(d) Land Development Banks

They provide long-term loans for land improvement, irrigation, and farm
mechanization.
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(e) NABARD

National Bank for Agriculture and Rural Development is the apex institution for
agricultural and rural credit in India.
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Role of Institutional Sources

e Low interest rates



o Timely availability of credit

» Protection from exploitation

o Promotes modern farming
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5. Importance of Agricultural Credit
Importance
o Helps increase agricultural productivity
» Enables use of modern technology
o Supports farmers during crop failure
o Improves rural economy
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6. Conclusion

Agricultural credit plays a vital role in India’s agricultural development.

Institutional sources are safer and more beneficial for farmers compared to non-

institutional sources.
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