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ABSTRACT

Amidst the scenario of distress among agrarian community it is very important to discuss farmers 
indebtedness. Most of the studies in India revealed that indebtedness of farm households is one of 
the crucial factors responsible for crisis. This paper examines the nature and determinants of farmer’s 
indebtedness using unit record data from NSSO 70th round in Gujarat state. Incidence of indebtedness 
was studied using tabular and percentage analysis, while determinants were assessed using binomial 
logistic regression model. It was found that, the incidence of indebtedness was higher in agricultural 
households with large land holding size as compare to their counterparts with less land holding. Incidence 
was higher in non-SC/ST households than that of SC/ST households. There is ample scope for financial 
inclusion in South Eastern region of the state as non-institutional sources of credit were found more 
active. Households having cultivation as primary source of income were more likely to be indebted. 
MGNREGA job card holders also found more likely to become indebted. Thus, government should 
interfere in order to make hassle-free credit availability to the marginalized farm households for their 
livelihood security in the state.

Highlights

 m The present study made efforts to evaluate the incidence of indebtedness among various categories 
of agricultural households in order to bring in light the comparison in financial obligations among 
them. It may help the policymakers to relook in the credit advancement policies to make it better.

Keywords: Incidence of indebtedness, financial inclusion, institutional credit, marginalised farmer.

It has considerable importance in the discussion 
of the issues of farmers indebtedness. There is 
continuous credit needs by farmer for meeting 
there working capital needs. Hence timely and 
affordable credit provision to farm households 
plays crucial role in the betterment of agrarian 
community. Most of the studies shows that marginal 
and resource poor farmers have not much access 
to the formal credit network (Swain, 2001; Swain 
and Swain, 2007). Thus,in policy perspectives it is 
important to know the status of access to formal 
as well as informal credit system among various 
groups of farm households and farmer’s financial 

commitments in long as well as short term periods. 
In this context, variation in regional estimates have 
also importance as resource distribution in various 
regions of different states is uneven and leads to 
distress. Economic status of the farm household is 
bettered reflected through the size of land holding 
rather than income or expenditure. Considering the 
same aspect, we examine incidence of indebtedness 
of farm households among various categories 
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of land holding size. The evaluation also made 
among different social groups and primary source 
of income of farm households. Attempt was also 
made to study the probable factors responsible for 
indebtedness status of farm households.
The present study focused on various NSS regions 
of Gujarat state where regional disparities in 
resource distribution, per capita total expenditure 
and poverty is very high (Dubey, 2009). There are 
very limited studies performed in indebtedness of 
farm households particularly in Gujarat state. The 
study was carried out with dual objectives, first to 
study the incidence of indebtedness of agricultural 
households and second is to examine the various 
determinants that influence the status of agricultural 
households to be indebted.

METHODOLOGY

Data

The study was based on secondary data available 
from National Sample Survey Organisation (NSSO) 
unit level data on Situation Assessment Survey of 
Agricultural Households 2012-13 collected under 
NSSO’s 70th Survey Round. Data collected by NSSO 
focused on rural areas with stratified multistage 
random sampling and unit of sampling was rural 
agricultural household. The survey covered 1317 
agricultural households in Gujarat in 5 NSS regions. 
The details of region wise sample and estimated 
agricultural households is as below:

Analytical tools

Data on incidence of indebtedness among 
agricultural households with different land holding 

size, social groups (ST, SC, OBC, Others) and 
primary source of income was analysed through 
tabular analysis and percentage approach. Binomial 
logit model was used to assess various determinant 
influencing on indebtedness situation of agricultural 
households. By interacting indebtedness status of 
household (binary dependent variable, indebted = 1, 
otherwise = 0) with fixed socio-economic characters 
of household, it was determined whether different 
types of households were more or less likely to be 
indebted.
The logit model estimated was specified as below:

log
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= Rh= β0 + β1 LAND + β2 SQR_LAND + 

β3 AGE + β4 SQR_AGE + β5 HHSZ + β6 
SQR_HHSZ + β7 CASTE + β8 CULTIVATION 
+ β9 LIVESTK + β10 LIVESTK_MINOR + β11 
MGNREGA + β12 GENDER + β13 EDU + β14 
TRAINING + εh

Where, Pn is the probability that a household is 
indebted, and where, 1–Pn is the probability that a 
household is not indebted. Rh is binary variable for 
indebtedness status of hth household (yes= 1, No= 
0). The set of explanatory variables contain: LAND- 
operational size of landholding (hectares), AGE 
- age of the head of the household (years), HHSZ 
- household size (numbers), CASTE - social group 
status of household (1 for ST/SC, 0 for Non-SC/ST), 
CULTIVATION – household having cultivation as 
primary source of income, LIVESTK - household 
having livestock as primary source of income, 
LIVESTK_MINOR – household performing livestock 
as minor income source, MGNREGA – household 
having MGNREGA job card (yes = 1, No = 0), 

Table 1: Districts covered in NSS regions and sample share from each region

Code NSS Region Districts Estimated nos. of 
households (‘000)

Sample households 
(nos.)

Sample 
Share (%)

241 South Eastern
Panch Mahals, Dohad, Vadodara, Narmada, 
Bharuch, Surat, The Dangs, Navsari, Valsad, 
Tapi

1484 455 37.8

242 Plains Northern Mehsana, Sabar Kantha, Gandhinagar, 
Ahmedabad, Anand, Kheda 919 334 23.4

243 Dry Areas Bans Kantha, Patan 348 128 8.9
244 Kachchh Kachchh 156 48 4.0

245 Saurashtra Surendranagar, Rajkot, Jamnagar, 
Porbandar, Junagarh, Amreli, Bhavnagar 1021 352 26.0

Gujarat 3930 1317 100.0
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GENDER - gender of head of the household (1 for 
male, 0 otherwise), EDU - educational status of head 
of the household (1 for not-literate, 0 for literate), 
TRAINING - Household attended any professional 
training in agriculture (YES = 1, No = 0) and are logit 
coefficients and random disturbances, respectively.
The marginal effects were worked out to predict 
the effect of change in an explanatory variable on 
the probability of a household becoming indebted.

RESULTS AND DISCUSSION

Incidence of indebtedness (IoI)

The incidence of indebtedness was studied in four 
sections; firstly, across different land holding size, 
secondly across household having various primary 
source of income, thirdly across various social group 
and lastly across the agencies providing loans to the 
households (i.e. institutional and non-institutional).

Incidence of indebtedness across different land 
holding size

An analysis of land size-wise indebtedness 
(institutional and non-institutional) revealed that 
the majority of households having land holding less 
than 2 hectares (68%) are indebted which declines 
with the increase in the land size that is; 19 per cent 
on households having land between 2 – 4 hectares, 
13 per cent on households having land between 4 - 

10 hectares and less than 0.5 per cent on large size 
of agricultural households in Gujarat. Incidence of 
indebtedness for marginal households belongs to 
South eastern region found higher as compare to 
other regions.
Incidence of indebtedness was more in the regions 
of Dry areas and Saurashtra as compare to other 
regions in Gujarat. Incidence was higher for small 
farners in Plains northern region. Table 2 shows 
that around 76% of total marginal farmers in South 
eastern region were indebted which was the highest 
in all the regions. About 32 % small farmers in 
Plains northern region found indebted whereas 
34 % of total medium farmers in Dry areas region 
found indebted. Thus, the incidence of indebtedness 
was higher for marginal and small farmers in all 
the regions as compare to medium and large land 
holding categories.

Incidence of indebtedness across household 
having various primary source of income

Incidence of indebtedness was also studied on 
the basis of various primary source of income. 
Table 3 shows that in state as a whole, half of the 
households having cultivation as a main source of 
income were indebted. This percentage was quite 
lower for households having livestock (29%) and 
non-agri. enterprise (28%) as primary source of 
income. Almost in all the regions except Plains 

Table 2: Percentage of indebted households having different land size class

NSS region <0.01 0.01-0.40 0.41-1.00 1.01-2.00 2.01-4.00 4.01-10.00 >10.00 All class
South Eastern 0.91 26.90 47.99 12.27 7.07 4.79 0.07 43.2
Plains Northern 8.18 23.54 19.81 32.00 10.21 5.95 0.31 27.1
Dry Areas 5.73 11.28 26.31 15.81 33.81 7.05 0.00 59.5
Kachchh 5.68 0.00 0.00 11.16 9.51 73.65 0.00 28.4
Saurashtra 4.16 1.24 13.84 24.19 32.22 23.35 1.00 52.1
Gujarat 3.75 15.59 28.99 19.40 18.90 12.97 0.39 42.6

Table 3: Percentage of indebted households with different primary source of income

NSS Region Cultivation Livestock Non-agri 
enterprise Wage - salary All Class Estimated number of 

indebted households (‘000)
South Eastern 48.2 63.2 28.7 33.8 43.2 641
Plains Northern 25.3 23.5 48.5 33 27.1 249
Dry Areas 72.6 19.4 34.4 22.6 59.5 207
Kachchh 51.6 15.8 0 9.4 28.4 44
Saurashtra 68.3 17.4 12.7 34.7 52.1 532
Gujarat 50.5 29.4 28.3 32.3 42.6 1674
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northern, half of the agricultural households having 
cultivation as main income source were found 
indebted. Incidence is lower for the households 
having non-agri enterprise and wage – salary as 
primary source of income in most of the regions.

Incidence of indebtedness acrossvarious social 
group

An attempt was made to find out incidence of 
indebtedness among the households belongs to 
various social groups. Table 4 clearly shows that 
incidence was higher with non-ST/SC households 
as compare to ST/SC households. This may exist 
because of social discrimination in advancement 
of the loan and thus ST/SC households have less 
access to the credit. Regional estimates show that 
incidence was higher for ST households in South 
eastern region only. Incidence of indebtedness was 
very low in SC households as compare to all other 
in all the regions.

Incidence of indebtedness across the agencies 
providing loans to the households

It was very important to study the incidence of 
indebtedness on the basis of credit giving agencies 
in order to know the status of financial inclusion in 
the state. It was found (table 5) that around 64 % of 
agricultural households took loan from institutional 
sources like government, co-operative society and 
banks in the state. Still 36% loan was granted by 

non-institutional sources constituting 11% from 
agricultural and professional money lenders and 
9% from shopkeeper and traders. Estimates shows 
that non-institutional sources are very prominent 
in South eastern region as around 58% households 
used them as credit source. This percentage is very 
low in Kachchh and Saurashtra regions as they 
depend on institutional credit agencies more than 
that of non-institutional agencies.

Determinants of indebtedness status

Household’s indebtedness status may be an effect 
of various own socio-economic characters. Here 
those household having outstanding amount 
were considered as indented and otherwise as 
non-indebted. Need of credit may vary with socio-
economic characters of household like possession 
of land, household size, social group status etc. 
Results of binary logit regression with indebtedness 
situation as dependent variables are presented in 
table 6.
It can be seen that, factors like size of total land 
possession, household size, social group status 
and household having MGNREGA job card 
had significant influence on the indebtedness. 
Other variables were not found significant. Size 
of land holding had positive influence on the 
indebtedness of household while its square had 
negative influence. It means as land size go 
on increasing, it reduces its positive effect on 

Table 4: Percentage of indebted households belongs to different social groups

NSS Region ST SC OBC Others Total
South Eastern 39.65 1.66 38.24 20.45 100.00
Plains Northern 0.62 4.57 71.13 23.68 100.00
Dry Areas 13.32 5.53 77.58 3.57 100.00
Kachchh 1.34 4.30 7.69 86.66 100.00
Saurashtra 0.00 2.53 43.86 53.61 100.00
Gujarat 16.97 2.92 48.97 31.14 100.00

Table 5: Percentage of households having various source of loan

NSS region Government Co-operative 
society Bank Employer/

landlord

Agricultural/ 
professional 
money lender

Shopkeeper/
trader

Relatives/
friends Total

South Eastern 5.07 13.10 24.69 0.00 19.25 20.30 17.57 100.00
Plains Northern 6.54 29.17 23.37 0.00 11.91 0.58 28.44 100.00
Dry Areas 0.30 34.76 41.08 0.21 8.29 1.57 13.79 100.00
Kachchh 1.95 2.75 86.25 0.00 0.00 5.61 3.44 100.00
Saurashtra 1.70 47.33 40.35 0.00 2.36 0.00 8.25 100.00
Gujarat 3.62 27.91 32.58 0.03 11.43 8.85 15.57 100.00
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indebtedness situation. This may be because credit 
requirement beyond a certain limit is no more 
needed. Similarly, household size also has positive 
association with indebtedness situation as it shows 
more credit requirement to feed more members of 
the family. Negative relation of squared household 
size shows as members increases it may reduce the 
positive effect of household size in indebtedness. 
Estimates for social groups status shows that being 
ST/SC household reduce the likelihood of being 
indebted. It may because less access to credit system 
to the households. Households having MGNREGA 
job card had positive significance on indebtedness 
status. It shows the inability to pay off loans in time 
by the poor households bearing job cards.
In addition to this, table 6 also presents marginal 
effects (ME) of the variables which tell us that how 
changes in specific variables affect the probabilities 
of households reacting positively or negatively 
towards the indebtedness status. Marginal effects 
computed for continuous variables are not 
comparable with binary variables.
It shows that, increase a unit in total land possession 
may increase the probability of being indebted by 
8% points. Similarly, a unit increase in household 
size may increase likelihood of being indebted by 
5% points. The very influential factor found was 

social group status as it shows a unit increase in 
may reduce the chances of being indebted by 17% 
points. Further, if a household has MGNREGA job 
card, it may lower its chances of indebtedness by 
9% points.

CONCLUSION
Results of incidence of indebtedness show that the 
agricultural households having large land holding 
size were more indebted as compare to their 
counterparts with less land holding. This may be 
because of the less access to the credit facility to 
marginal and small farmers in the state. Higher 
incidence with non-ST/SC households than ST/SC 
households shows that there is need of hassle-free 
availability of credit facility to ST/SC households 
in the state. Regional analysis shows that non-
institutional sources had major role in advancement 
of credit in South Eastern region. It shows lack of 
financial inclusion in the region. MGNREGA, which 
is the assured employment generating programme 
at national level still have scope to improve the 
functioning in the state in sake of livelihood security 
of the marginalized farm households. Policy makers 
should concentrate on formation of policies enabling 
marginal and small farmers with better credit access 
and availability in all the regions of Gujarat.

Table 6: Logit results for factors responsible for indebtedness

Factors Coefficient SE ME
Binary dependent variable Household’s indebtedness status (Yes – 1, No - 0)
LAND (Ha) 0.327*** 0.056 0.082
SQR_LAND -0.009*** 0.003 -0.002
AGE (Years) -0.026 0.029 -0.007
SQR_AGE 0.000 0.000 0.000
HHSZ (Nos) 0.206*** 0.076 0.051
SQR_HHSZ -0.013** 0.005 -0.003
CASTE -0.710*** 0.138 -0.173
CULTIVATION 0.262* 0.149 0.065
LIVESTK 0.025 0.220 0.006
LIVESTK_MINOR 0.106 0.163 0.026
MGNREGA 0.387*** 0.145 0.096
GENDER -0.254 0.246 -0.063
EDU 0.031 0.129 0.008
TRAINING 0.633 0.442 0.155
Constant -0.636 0.783
Hosmer and Lemeshow test sig. 0.209
Pseudo R2 0.124
Level of significance: ***1%, **5% and *10% SE = Standard error ME = Marginal effects.
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