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The diversified lending by land development bank
have led to liberal lending for dairy, poultry, sheep,
goat rearing, horticulture, fisheries etc. With the
production oriented system of lending, this class of
lending has assumed significance. Such lending has
gained importance in aiding small and marginal farmers

as It generates luc-rative subsidiary income.

Bank lo-ns from land development banks are
available for sheep/goat rearing and development, as
they are iIntegrated activity allied to agriculture,
-redit facilities ar:, extended for the purchase of
sheep/goat with subsidy and at concessional rate
of Interest. The repayment period varies from 5 to 6
/- *rs arid instalments are recovered half yearly or

annually according to the ronvi niencc of the borrowers

id'r **Rrsi , rch Schol r, Dep. rtmcnt oi Commerce,
Annnm jlai Udiverr.ity .



Tamil Nadu State Land Development Bank had an
outlay of Rs .127 .962 lakhs for sheep rearing =d
Rs.10.500 lakhs for goat rearing in the year 1987-88
out of its total outlay of Rs.1238.324. This paper

IS b=sed on a field enquiry conducted Iin Menapparai
Taluk of Trichy District, Tamil Nadu, which comes

under the Drought prone area programme.

Ibjactives of the enguiry

Th- present enquiry has the following specific

«bjcctives.

1. To examine the extent of utilisation of

concessional rate of iInterest for sheep/goat.
2. To assess whether th™ concessional rate of

int< r st h s ir.cr-'srd the Iincome of the

borrowers.

thodology

Out of the total 67 borrowers, twenty five
borrow .rs have been select' d under random s-mpling

method. Relevant p rticul -rs were collected through

a sch dult . Besidts 10 oth r borrow' rs were

intrrVvVi* wed.



Characteristics of the sample population

In the sampl - population taken eight borrowers
do not have, any land, 7 borrowers have lands upto
2.5 acres, 5 borrowers have lands between 2.5 and

5 acres and 5 borrowers have lands more than 5 acres.

The scheme

Under this scheme the Iloan amount is Rs.6,500/-
for sheep rearing consisting of 20 ewes and one ram and
for goat rearing consisting of 10 ewes and one ram the

loan amount is Rs.3,600/-.

The rate of interest for both the scheme is 10%
per annum. Normally the borrowers are small and mar-
gical f-rmers- landless labourers .-re also entitled for
th loan. One third of the amount is subsidy. The
period of loan is 5 ye-rs. Th™ r~*peym nt schedule 1is

prep”™r .d once in ay ar. One y. -r gestation period

IS prrmittrd.

The enquiry rove-Is that only seven borrowers
out of th-' t’- nty five hav utilised the lo?>n for the
purpose. Thus 28% of the- borrov;<:rs alone h-»we actually
utilised thr Iloan amount and 72% of the borrowers who

h got the loan hav' diverted th loan amount

fith r for consumption or for some other purpose.

At n tirn*. when th land dev lopment banks arc
facing hig\] ov rdu* s, it is unfortun- tm th.?t the
liberalised end dlversified loaning of the Iland

dev- loprnent bank is misutilis'd.



A closer scrutiny of the borrowers reveal that
eight of the borrowers do not have land at all, 7
borrowers have land upto 2.5 acres, 5 borrowers have
lands between 2.5 and 5 acres and 5 borrowers have land
over and above 5 acres. Of the 13 borrowers who have
diverted the loan amount 7 of them belong to the
category of number one, who do not own any I*nd, four
of the borrowers who h=>ve diverted the loan amount
owned lands of 5 acres or more, 7 of the borrowers

who have diverted the loan amount have land upto

S5 acres.
seven
It is Interesting to note that/out of the eight

borrowers who do not own land have diverted the loan
amount and 4 out of thv. 5 borrowers who own 5 acres

and above, have div.rted the loan amount. Comparatively
the small farmers owning upto 2.5 a«r s and medium farmers
owning b tween 2.5 and 5 acres are h;tt r as 4 out of

7 ir the former category and 3 out of 5 In the latter

Category h-v div rt>d th loan amount. Howcv :r the

analysis gives only a dismal picture.

How far the i1nterest Kate 1s brn ficial could b
studied only with rof rn”cc t= th borrow, rs who

actd -lly use the loan and net th'-- w h”vec misutilis d

th- 10an amount.

with n fereno t'mtn< borrowi rs who have ->cutually
utilised th’ loan am unt, ccretion of assets war;

c ilcuattd. In th' ¢ s t go.-*t re ring, In a year,

the assets h Incre sed on an aver gc from Rs«3600/-



tc Rs-6500/- taking Into consideration the value of

th" scld go~ts alsc. Increase in percentage is 8C.55.
But In the ease of sheep rearing the asset accretion 1Is
found to be less. Asset worth Rs.650C/- aft™r a year

on an average- has increased t_ Rs .8095/-. Increase

In percentage in this case iIs 24.54.

Reasons for comp-rativcly high increase in the
asset value of the goat i1s due tc more number cf
cff-s, .rings they beget and in short-intervals. Whereas
InN the ease cf sheep thr oif-springs arc limited and

the duration ox begetting the young ones iIs longerl

It should be noted that the Iinterest rate is the

same whether the borrowing is for goat rearing or sheep

r--ring. In fact a borrov/cr fcr the goat rearing schmc
at 10% int>_r :st gets o mp”~r-'.tivoly higher returns

th->r. a borrower for sheep rearing.

This le- ds up tc th- point th”~t interest rat*,
with-ir: a sch ne is more beneficial t- one class of

borrower th in the other.

We may c¢c ncludc that in any scheme of lending
frr dif ferent cl ss- s of borrow rs with-in th\

;ch'me th r is 1l n-«d f r djustmcnt in the interest

rate eh"rgod.

As in lhis ¢ st wlhr th e is - justifiCatie n
fcr differ nt interest within \ scheme In every

class f lending depi riding on th* purj re nd return



on investment/ slight adjustment In interest rates

IS warranted.

Yet another point th=t emerges iIs that to a
borrower whcgenuinely uses the amount for the designed
purpose and so makes prompt repayment should be
given seme concession for his honesty and regularity.

This may prc mpt others to fellow suit.

AlA/





