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ABSTRACT 

A financial reserve is one of the key rudiments to this transition. Financial supply 

is a very significant, if not the most significant, factor in economic growth. 

Farmers need financial source to buy better agricultural inputs and farm 

equipment so that they can augment their output and income height and break 

the cycle of scarcity. Farmer’s asset in these technologies cannot be real lacking 

having in place organization and systems that are able of sufficiently providing 

rural financial military to farmers. So, the attempt to develop agriculture could 

experience in the deficiency of a strong monetary base that aims at increasing 

access to credit for small farmers. Unhappily, the state of rural monetary markets 

in rising countries is characterized by inadequate accessibility of financing for 

both agricultural and non-agricultural activities. Very little of the rural 

populations have admission to financial military because saleable banks consider 

lending to small farmers as a risky commerce and because providing financial 

military to rural citizens is careful to be more costly and tricky. Lending to small 

farmers involves high contract costs. They lack conventional security and the 

executive skill and do not keep records.  India is characterized by a cruel circle of 

poverty (low productivity, low profits, low savings and therefore low 

productivity). In order to break this cycle of scarcity and raise efficiency 

inoculation of capital could play a major role. Praise is the only instrument for 

small farmers to obtain the desired assets goods for manufacture and to break the 

cruel cycle of poverty and raise their efficiency and level of income. Ethiopia 

should forever give priority to the peasant cultivation in its nationwide 

development pains since growth cannot take place devoid of giving meticulous 

consideration to the conventional of the rural populace. In a country where 

agriculture account for a main amount of economic behavior and employs a great 

proportion of the population augmented availability of credit to the sector would 

lead to increased production and growth. Therefore, in order for cultivation to 

efficiently meet the challenge of being an engine of growth credit should be made 

obtainable and accessible to farmers in scrupulous.  
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I. Objectives of the Paper 

 

To know the Agricultural finance for economic 

growth.  

To study the Institutional sources for cultivation.  

To study the Classification of agricultural credit. 

 

II. Research Methodology 

 

A close study has been conceded out by Agricultural 

Finance and Economic Development and the 

methodology in commerce research comprises 

collection of secondary data for this research paper.  

The secondary data are careworn classified from the 

Govt. Publications of books, monthly journals on 

agricultural finance and economic growth, including 

the annual reports of cultivation finance, wherever 

necessary position was also made in different issues of 

bulletins, agricultural finance and economic 

development.  Internet websites and apart from this, 

different edition of daily newspapers, such as the 

Hindu, Indian Express, etc, were also used for the 

purpose of collection the information.  

 

Importance of Agricultural Finance Credit:  

Is essential for agricultural growth and also for the 

growth of the economy as a whole. The agricultural 

finance is necessary for the following reasons:  ™ 

 The range for extensive cultivation in India is limited. 

Therefore, augment in agricultural manufacture is 

possible only by strengthening and diversification of 

farming. Concentrated agriculture needs huge capital. 

Farmer’s economic condition is subject to frequent 

attack of flood, drought, famine etc. Therefore, 

moreover the continuation of agriculture of crops or 

making improvement on the farms depends on the 

scenery and availability of finance.  In order to sustain 

the increase of agro-based industries, there should be 

a significant increase in the supply of raw resources 

needed for such industries. Therefore, for the growth 

of farm sector, a constant flow of credit is crucial and 

it would enhance overall growth of the economy. In 

cultivation, fixed capital is locked up in stable 

investments like land, well, buildings, etc. besides, it 

takes a long time to get returns from farm. Hence, 

farmers need finance to persist their farm operation 

and the weaker sections of the farming society should 

be motivated to contribute in growth programmes by 

giving financial support to acquire creative assets. 

 

Institutional Sources for Agriculture:  

Institutional sources consist of the government and 

co-operative societies, commercial bank counting the 

Regional bank, Lead bank.  

 

Co-Operative Societies:  

Indian planners consider co-operation as an device for 

economical development of the destitute farmers, 

mainly in the rural areas. They see in a village 

panchayat, a village co-operatives and village school, 

as the trinity of institute on which a self-reliant and 

just financial and social order is to be built. The co-

operative group was started in India mainly with a 

view to only if agriculturists funds for rural operations 

at low charge of interest and projects them from the 

control of money lenders. 

 

Primary Agricultural Credit Society:  

Primary rural credit societies are grass root level 

weapons of the short term co-operative praise 

constitution. PACs deal straight with farmer 

borrowers, grant short word and middle term loans 

and also assume distribution and creation functions. 

The helpfulness of PACs has been increasing steadily. 

In 1950-51, it complex loan worth Rs. 23 crores and 

Rs. 34,520 crores in 2000-01. The PACs have stepped 
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up their advances to the weaker sections mainly the 

small and insignificant farmers. The progress has been 

quite spectacular but not enough considering the 

demand of finance by farmers. Central Co-Operative 

Banks There is now 369 (2001-2002) borough Central 

Co-operative Banks. The loan amount of 56,650 cores 

is dispersed to the farmers so far. Their main task is to 

lead Primary Agricultural Credit Societies in village. 

Central Co-operative Banks:  

Functions as intermediaries among the State Co-

operative Bank and Primary Agricultural praise 

society.  

State Co-Operative Banks:  

There are now 30 State Co-operative banks in the 

nation. These Banks are the apex banks of the Co-

operative credit arrangement. It serves as a link 

among NABARD from which it borrows and lends to 

the co-operative middle bank and primary society’s 

village.  

Classification of Agricultural Credit: 

 Agricultural credit can be classifified based on 

purpose, time (repayment period), and security, 

production of surplus funds, creditor and number of 

actions for which credit is provided.   

 Purpose: Based on the reason for which loan is 

granted, agricultural acclaim is categorized into:   

Development Credit or Investment Credit: This is 

provided for acquiring tough assets or for civilizing 

the existing assets. Under this, praise is extended for:  

1. Purchase of land and land repossession.  

2. Purchase of farm machineries and equipment.  

3. Development of irrigation amenities. 

 4. Construction of farm structures.  

5. Development of cultivated area and orchards.  

6. Development of dairy, poultry, sheep/goat, fisheries, 

sericulture, etc.    

Repayment Period: Based on the period for which the 

borrower requires credit, it is divided into:   

Short-Term Credit: It is given to farmers for periods 

ranging from 6 to 18 months and is mainly meant to 

meet cultivation Agricultural Finance and Economic 

progress 5 expenses viz., purchase of seed, fertilizer, 

pesticides and payment of income to laborers. It 

serves as the working capital to function the farm 

capably and is expected to be repay at the time of 

harvesting / marketing of crops. It. should be repaid in 

one part.   

 Medium-Term Credit: Repayment is for the period of 

2 to 5 years, it is for the acquirer of pump-sets, farm 

machineries and implements, bullocks, dairy animals 

and to take out minor development in the farm. It can 

be repaid either in half annual or annual installments.   

 Long-Term Credit: It is higher for periods more than 

5 years and extends even unto twenty five years 

touching advance of immovable property for 

undertaking increase works viz., sinking wells, 

procure of tractor, and ranking permanent 

improvement in the farm. It has to be repaid in half-

yearly or yearly installments.  ™  

Generation of Surplus Funds: Based on cohort of 

surplus funds, credit can be secret as self-liquidating 

and non-self -liquidating credit.  ™  

Self Liquidating Credit: In this case, loan quantity gets 

absorbed in the construction process-in one year or 

manufacture period and the added income generated 

is enough to repay the entire loan total.  ™  

Non-Self Liquidating Credit: Here the capital acquired 

with the rented funds is not consumed in the 

manufacture process during the scheme period. The 

asset is increase over a period of some years. The 

additional income generate in one year is not 

sufficient to repay the entire loan quantity and hence 

the repayment is increase over to number of years.  

 

III. Conclusion 

 

Access to finance is a vital part of any industrial 

agriculture sector, and drawing farmers and small 

entrepreneurs in rising countries into the monetary 

system is far from talented. It is not mere accident 

that the countries with urbanized financial markets in 

the cultivation sector are the ones where the division 

is also highly developed. This does not unavoidably 

mean that only residential countries can have 
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successful stories of cultivation finance. In fact, many 

of the example cited above come from rising countries. 

It requires a amalgamation of good laws, a specific 

financial sector and profitable businesses of small and 

large farmers and companies in the agriculture sector. 

Novelty in finance to solve the wants of the rural 

division should not be limited to monetary 

institutions. The government can play a proactive role 

by promoting laws and regulations with new financial 

instruments or even raise consciousness of existing 

ones to transport them to the attention of the fiscal 

and agricultural sectors. Occupation in agricultural 

money in the government and in the fiscal sectors is 

an significant driver to its development.  
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