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The d i v e r s i f i e d  l e n d in g  by land  development bank 

have l e d  t o  l i b e r a l  l e n d in g  f o r  d a i r y ,  p o u l t r y ,  sheep, 

g o a t  r e a r i n g ,  h o r t i c u l t u r e ,  f i s h e r i e s  e t c .  With th e  

p r o d u c t i o n  o r i e n t e d  system o f  l en d in g ,  t h i s  c l a s s  o f  

l e n d in g  has assumed s i g n i f i c a n c e .  Such l en d in g  has 

ga in ed  im portance  in a i d in g  sm a l l  and m arg in a l  fa rm ers  

as i t  g e n e r a t e s  l u c - r a t i v e  s u b s id i a r y  income.

Bank l o -n s  from land deve lopment banks are  

a v a i l a b l e  f o r  sheep/goat  r e a r i n g  and deve lopment ,  as 

th ey  a re  i n t e g r a t e d  a c t i v i t y  a l l i e d  t o  a g r i c u l t u r e ,  

- r e d i t  f a c i l i t i e s  ar:, e x tended  f o r  the  purchase  o f  

sheep/goa t  w i th  subs idy  and at  c o n c e s s i o n a l  r a t e  

o f  i n t e r e s t .  The repayment p e r i o d  v a r i e s  from 5 t o  6 
/ - *rs arid in s ta lm e n ts  a re  r e c o v e r e d  h a l f  y e a r l y  o r  

an n u a l ly  a c co rd in g  t o  the  ronvi n ien cc  o f  th e  b o r row ers
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Tamil  Nadu S t a t e  Land Development Bank had an 

o u t l a y  o f  Rs . 127 .962 lakhs f o r  sheep r e a r i n g  =>nd 

Rs.10 .500 lakhs f o r  g o a t  r e a r in g  in  th e  y ea r  1987-88 

out o f  i t s  t o t a l  o u t l a y  o f  R s . 1238.324. Th is  paper 

i s  b = sed on a f i e l d  en qu iry  conducted in  Menapparai 

Ta luk  o f  T r i c h y  D i s t r i c t ,  Tam i l  Nadu, which comes 

under th e  Drought prone a rea  programme.

i b j a c t i v e s  o f  th e  e n g u i r y

Th-_ p r e s e n t  en q u i r y  has the  f o l l o w i n g  s p e c i f i c  

« b j  c c t i v e s .

1. To examine th e  e x t e n t  o f  u t i l i s a t i o n  o f  

c o n c e s s i o n a l  r a t e  o f  i n t e r e s t  f o r  sheep/goa t .

2. To assess  whether  th^ c o n c e s s i o n a l  r a t e  o f  

int< r s t  h s i r . c r - ' s r d  the income o f  the  

b o r r o w e r s .

t h o d o l o g y

Out o f  the  t o t a l  67 bo r row ers ,  tw en ty  f i v e  

borrow  .rs have been s e l e c t '  d under random s -m p l in g  

method. R e l e v a n t  p r t i c u l  -rs were c o l l e c t e d  through 

a sch du l t  . Besidt s 10 o th  r borrow' rs  were 

in  t r rV i* wed .



C h a r a c t e r i s t i c s  o f  the sample p o p u la t io n

In  th e  sampl - p o p u la t i o n  taken e i g h t  borrowers  

do no t  have, any land, 7 bo r row ers  have  lands upto 

2.5 a c r e s ,  5 b o r row ers  have  lands between 2.5 and 

5 a c r e s  and 5 b o r row ers  have  lands more than 5 a c r e s .

The scheme

Under t h i s  scheme the loan amount i s  R s . 6 ,500/- 

f o r  sheep r e a r in g  c o n s i s t i n g  o f  20 ewes and one ram and 

f o r  g o a t  r e a r i n g  c o n s i s t i n g  o f  10 ewes and one ram the  

loan amount i s  R s .3 ,6 0 0 / - .

The r a t e  o f  i n t e r e s t  f o r  bo th  th e  scheme i s  10% 

p e r  annum. N orm a l ly  t h e  bo r row ers  a re  smal l  and mar- 

g i c a l  f - r m e r s -  l a n d l e s s  la b o u re r s  .-re a l s o  e n t i t l e d  f o r  

th l o a n .  One t h i r d  o f  th e  amount i s  su b s id y .  The 

p e r i o d  o f  loan i s  5 y e - r s .  Th^ r^peym nt  schedu le  i s  

p r ep ^ r  .d once in  a y a r .  One y. - r  g e s t a t i o n  p e r i o d  

i s  p r r m i t t r d .

The e n q u i r y  r o v e - I s  t h a t  o n ly  seven b o r ro w e rs  

ou t  o f  th-' t ’-’ n ty  f i v e  h a v  u t i l i s e d  th e  lo?>n f o r  the  

p u rp ose .  Thus 28% o f  the- borrov;<:rs alone h~»ve a c t u a l l y  

u t i l i s e d  thr loan amount and 72% o f  th e  bo r row e rs  who 

h g o t  the  loan h a v ' d i v e r t e d  th loan amount 

f i t h  r f o r  consumption o r  f o r  some o t h e r  purpose .

A t  n tirn*. when th land dev lopment banks arc  

f a c i n g  h ig\ |  ov rdu* s, i t  i s  unfortun- tm th.?t the 

l i b e r a l i s e d  end d l v e r s i f i e d  lo a n in g  o f  the  land 

dev- loprnent bank i s  m i s u t i l i s ' d .



A c l o s e r  s c r u t in y  o f  th e  bo r row ers  r e v e a l  th a t  

e i g h t  o f  th e  bo r row ers  do not  have land at  a l l ,  7 

b o r row ers  have land upto 2.5 acres ,  5 bo r row ers  have 

lands between 2.5 and 5 a c res  and 5 bo r row ers  have land 

o v e r  and above 5 a c r e s .  Of th e  13 bo r row ers  who have 

d i v e r t e d  th e  loan  amount 7 o f  them be lon g  t o  the  

c a t e g o r y  o f  number one, who do not own any l^nd, f o u r  

o f  t h e  bo r row ers  who h=>ve d i v e r t e d  th e  loan amount 

owned lands o f  5 a c r e s  o r  more, 7 o f  t h e  bo r row ers  

who have d i v e r t e d  the  loan amount have  land upto

5 a c r e s .  .
seven

I t  i s  i n t e r e s t i n g  t o  note th a t/ ou t  o f  the  e i g h t  

b o r ro w e rs  who do not  own land have d i v e r t e d  the  loan  

amount and 4 ou t  o f  thv. 5 bo r row ers  who own 5 ac res  

and above, have d i v . r t e d  th e  loan amount. C o m p a ra t i v e ly  

th e  sm a l l  fa rm ers  owning upto 2.5 a « r  s and medium fa rm ers  

owning b tween 2.5 and 5 a c re s  are  h ; t t  r  as 4 out  o f  

7 ir th e  f o rm e r  c a t e g o r y  and 3 out  o f  5 in  the l a t t e r  

C a t e g o r y  h - v  d i v  rt> d th  loan amount. Howcv : r  the 

a n a l y s i s  g i v e s  o n ly  a d ism a l  p i c t u r e .

How f a r  the  i n t e r e s t  Kate  i s  br n f i c i a l  cou ld  b' 

s t u d i e d  o n l y  w ith  r o f  rn^cc t<~> th borrow, rs  who 

ac t J  - l l y  use th e  loan and net  th'-- wh<. h^vc m i s u t i l i s  d 

th- 10  an amount.

w i t h  n f e r e  n o  t ' ■ tn< borrowi r s  who h a v e  - > c u t u a l l y  

u t i l i s e d  t h ’ loan am unt ,  c c r e t i o n  o f  a s s e t s  war; 

c  i l c u a t t d .  In  t h '  c  s t go.-*t re r i n g ,  i n  a y e a r ,  

the a s s e t s  h i n c r e  sed on an a v e r  gc from R s «3600/-



t c  R s -6500/- t a k in g  i n t o  c o n s id e r a t i o n  th e  v a lu e  o f  

t h "  sc Id  g o ^ ts  a l s c . I n c r e a s e  in  p e r c e n ta g e  i s  8C .55 . 

But In  the  ea se  o f  sheep r e a r i n g  the  a sse t  a c c r e t i o n  i s  

found t o  be l e s s .  A s s e t  worth Rs.650C/- a f t ^ r  a y e a r  

on an average- has in c r e a s e d  t  _ Rs .8095/- . In c r ea se  

in  p e r c e n ta g e  in  t h i s  case  i s  24.54.

Reasons f o r  c o m p - r a t i v c l y  h igh  in c r e a s e  in  the 

a s s e t  v a lu e  o f  th e  g o a t  i s  due tc  more number c f  

c f  f -s ,_ .r ings th e y  b e g e t  and in  s h o r t - i n t e r v a l s . Whereas 

i n  th e  ease  c f  sheep thr o i f - s p r i n g s  arc  l i m i t e d  and 

th e  d u ra t io n  o± b e g e t t i n g  th e  young ones i s  l o n g e r I

I t  should  be n o t e d  t h a t  t h e  i n t e r e s t  r a t e  i s  the 

same whether  th e  b o r ro w in g  i s  f o r  g o a t  r e a r in g  o r  sheep 

r-- - r i n g .  In  f a c t  a borrov/cr f  c r  t h e  g o a t  r e a r in g  schmc 

at  10% int>_r :st g e t s  o mp^r- ' . t ivoly h i g h e r  r e tu rn s  

th->r. a b o r ro w e r  f o r  sheep r e a r i n g .

T h is  le- ds up t c  th- p o in t  t h ^ t  i n t e r e s t  rat*, 

w i th - i r :  a sch me i s  more b e n e f i c i a l  t -  one c l a s s  o f  

b o r ro w e r  th  in th e  o t h e r .

We may c nc ludc  th a t  in any scheme o f  l en d in g  

f r r d i f  f e r e n t  c l  ss- s o f  borrow  rs  w i t h - i n  th^. :

:;ch'me th  r i s  1 n - «d  f  r d justmcnt in the i n t e r e s t  

ra t e  e h " r g o d .

As in I h i s  c st wh< r t:h e i s  - j  u s t i f  iC a t i e  n 

fc r d i f f e r  nt i n t e r e s t  w i th in  \ scheme in  e v e ry  

c l a s s  f l en d in g  depi riding on th* purj r e nd r e tu rn



on investment/ s l i g h t  adjustment in  i n t e r e s t  r a t e s  

i s  w arran ted .

Y e t  another  p o in t  th = t  emerges i s  th a t  t o  a 

b o r ro w e r  whc g e n u in e l y  uses t h e  amount f o r  th e  d es ign ed  

purpose  and so makes prompt repayment should be 

g iv en  seme con cess ion  f o r  h i s  hones ty  and r e g u l a r i t y .  

T h is  may prc mpt o th e r s  t o  f e l l o w  s u i t .
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