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ABSTRACT
Purpose: This paper examines the role of rural finance in improving agribusiness productivity, sustainability, and rural development in India. It discusses the evolution, trends, and challenges in rural finance, focusing on institutional mechanisms such as NABARD, Regional Rural Banks (RRBs), and cooperative institutions, besides non-institutional mechanisms.
Design/methodology/approach: The study is based on secondary data from NABARD reports, the All-India Debt and Investment Survey, and other credible sources. It evaluates the transition from non-institutional to institutional credit and the growing importance of commercial banks in rural finance.
Findings: Although credit the availability has increased, several problems persist in terms of regional imbalance, non-availability to small and marginal farmers, and reliance on informal credit. Suggested ways to overcome these are through digital integration, public-private partnership, and financial literacy.
Originality: This study underscores the importance of having an inclusive system of rural finance and region-specific interventions to fill the socio-economic gap and increase the resilience of agribusiness and thus Indian agriculture towards sustainable growth.
Research limitations: This research is limited to the analysis of secondary data; further research would include primary data to understand this sector better.
Practical implications: Policy Suggestions and recommendations to strengthen rural credit systems with new and innovative ideas for better accessibility by small-scale farmers.
Industrial & social implications: This research strengthening rural financial inclusion can help reduce socio‑economic inequalities and support the sustainable development of India’s rural economy.
Keywords: Agribusiness, Rural Finance, Agricultural Credit, Institutional Mechanisms, NABARD, Microfinance.
INTRODUCTION
Agriculture has traditionally been the mainstay of the Indian economy, providing a means of livelihood for nearly 58% of the population. Although it accounted for only 18.3% of the Gross Domestic Product (GDP) in 2022, the sector goes beyond economic measures. Agriculture guarantees for food security, supports rural livelihoods, and is an integral part of the nation’s cultural and social heritage. Agribusiness refers to a set of activities associated with agricultural production, distribution, and marketing. Access to rural finance has played a critical role in transforming agribusiness from subsistence farming to a full-fledged market-oriented industry. Credit availability and affordability are critical for the adoption of technology, increasing productivity, and sustaining productive agribusiness practices.
Rural finance in India has undergone radical changes over the past few decades. Earlier, the institutional framework was more or less a non-institutional framework consisting of moneylenders and traders. It was accessible, but exploitative. After independence, institutional credit mechanisms with the aim of equitable and cheap financial services emerged in rural areas. The NABARD, nationalization of banks, and the advent of Regional Rural Banks (RRBs) formed a watershed event in the structure of rural finance in India. However, issues still persist with these developments. Regional disparities and lack of access for small and marginal farmers coupled with the presence of informal sources of credit create a hindrance to the fair growth of agribusiness.
Particularly since the Green Revolution began, agricultural lending has been vital in supporting India’s agricultural industry. Access to more credit helped increase input usage, especially for fertilizers and seeds, and thus sharply increased agricultural productivity. However, some of these weaknesses include tenancy laws, which are often archaic; legal frameworks are old; and the credit institutions are inefficient (Mohan, R. 2006). During the 1950s and 1960s, most Indian farmers still depended upon informal sources of credit. Acknowledging that prompt credit can further increase agricultural productivity, government introduced policies and also institutions like RBI, SBI, NABARD, Regional Rural Banks, Cooperative Banks, and Scheduled Commercial Banks, which have the ability to establish a multi-agency agricultural lending system. However, inequalities emerged, with agriculturally developed regions and wealthier farmers benefiting more, while underdeveloped areas and marginalized farmers faced neglect. This uneven credit distribution remains a critical concern for policymakers and researchers. Historically, Indian farmers have used a large share of agricultural loans to obtain fertilizers and manures, with notable portions of credit also allocated to irrigation facilities and high quality seed varieties (Singh & Mruthyunjaya, 1992; Chavan P., 2012). Credit, along with improved technology, has allowed both small and large farmers to get the most from their resources, whether they are irrigated or rainfed. The expansion of credit into high-investment, high-yield crops has also affected cropping patterns (Poddar et al., 1995). Higher credit availability indicates better input provision, which increases productivity (Sriram, 2007). There are two types of agricultural credit: direct and indirect. While indirect credit is given to organisations like fertiliser subsidies, the Food Corporation of India, and warehouses, direct credit directly supports farmers through short-, medium-, and long-term loans. According to research, direct agricultural credit has a very positive impact on agricultural output (Das et al., 2009). Formal credit has also led to better input use and private investments in capital goods (Sidhu et al., 2008).
However, some studies paint a different picture. Binswanger and Khandker (1992) conclude that although credit increased input use and private investment in livestock and implements, the impact on output was limited. Mohan (2006) also reported that agricultural credit could not increase the value of output significantly, while Elumalai (2011) showed a weak association between credit and crop productivity. These findings underscore the need for better credit delivery systems, especially as the gap between rising input costs and short-term credit supply widens (Chand, 1992; Golait, R., 2007). Despite these advancements, challenges persist. Persistent issues – such as uneven regional distribution of credit, limited access for small and marginal farmers and the continued dominance of informal lending—pose major barriers to equitable agribusiness development. This paper explores dual sources of agricultural credit, new trends, and opportunities to improve rural financial systems in order to ensure the strength and sustainability of India’s agribusiness sector.
Present Scenario of Finance in Agricultural sector in India: Indian agriculture is unstable because of various risks like over dependence of a growing population on agriculture, small holdings, crop diseases, climate change, inadequate irrigation, power cuts, and uncertain policies. Poor storage facilities also cause major losses in annual produce because not enough investment has been done on new infrastructure. Agricultural financing in India includes institutional sources such as RBI, NABARD, and cooperative banks, non-institutional lenders such as moneylenders and traders, and government policies like free power schemes and direct benefit transfers. Non-institutional lenders charge a very high rate of interest and trap farmers in debt cycles. Erratic rainfall and low yields make the debt accumulate over generations, worsening the economic conditions of farmers and sometimes even leading to suicides. Apart from that, the foreign direct investment has also increased in agriculture. As per DPIIT, between April 2000 and March 2020, FDI equity inflow has reached $9.98 billion in the food processing industry (Pandian, 2021). 
Objectives of the study are:
1. Analyze the evolution and trends in India’s agricultural credit systems.
2. Evaluate the contribution of key institutional credit mechanisms in advancing agribusiness finance.
3. Identify the regional disparities and challenges in agricultural credit distribution and their implications.
4. Propose strategies to strengthen rural finance systems for sustainable agribusiness growth.
METHODS 
The research relied on secondary data from sources such as NABARD Data Bank, All-India Debt and Investment Surveys and government databases, whereas scholarly articles from the Ministry of Agriculture and Farmers Welfare enlightened the researcher about the trends in rural finance. Analysis of data was found to reflect credit flow pattern, agency-wise disbursement, and regional disparities with the help of reports from NABARD and NSSO data. This approach provided an exhaustive understanding of the evolution, challenges, and strategies for strengthening agribusiness finance in India, underlining the role of institutions, such as NABARD and RRBs, in redressing financial gaps and lending support to sustainable rural development.
RESULTS
India’s Agricultural Credit Sources
In India, agricultural finance is primarily obtained from two broad categories of sources: institutional channels (such as banks and cooperatives) and non‑institutional channels (including moneylenders, traders, and informal lenders). Both have made substantial contributions to the growth of rural finance, and each has pros and cons of its own (Kesarwani, S. K., et al. 2022). 
Fig 1 : Flow chart showing Agricultural Credit Sources
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Source: Kesarwani, S.K., Tiwari, S.C., Jee, K. and Kumar, A., 2022. Advancement of agricultural finance in India: a chronicled point of view. Empirical Economics Letters, 21(3), 339-365.
Non-institutional credit accounting for nearly 40% of rural credit, is still very important in low-penetration areas but is criticized for its high interest rates and exploitative practices. Moneylenders, who lend money without security, charge exorbitant interest rates of 30-50% per annum, which leaves farmers in debt traps. Indigenous bankers are community-based financiers who lend money to traders and indirectly, benefit the farmers. Traders and commission agents advance loans against future crop sales, tying farmers into low-price deals. Landlords advance credit to tenant farmers in return for a share of produce, perpetuating dependence. Loans from relatives and friends, though interest-free, are limited and mainly for emergencies.
Institutional credit mechanisms have transformed the agricultural finance landscape in India through structured and regulated systems catering to diverse rural needs. Cooperative Credit Institutions, such as PACS, which cover 98.5% of India’s villages, provide short-term credit for crop production and irrigation, while DCCBs and SCBs manage medium-term credit and financial stability. Government schemes offer subsidized loans, and since the 1969 bank nationalization, commercial banks have become key players, now accounting for over 70% of institutional agricultural credit through priority sector lending. The RRBs were established in 1976. They focus on small farmers and artisans, although profitability is not a challenge as the services are extended to under banked areas. MFIs, especially SHGs, have empowered rural communities by having repayment rates of over 95%, motivated by collective responsibility, especially by women.
Specialized institutions are a significant part of India’s agricultural credit system. Agricultural Finance Corporations Ltd. (AFC) specializes in financing and advisory services for agricultural projects, whereas the Agricultural Refinance and Development Corporation (ARDC) offers refinance facilities for rural development. The overall functioning and stability of the agricultural credit system are overseen by the Reserve Bank of India (RBI), which acts as the central authority responsible for regulation, supervision, and policy formulation in this sector. NABARD is an apex institution that leads efforts in sustainable and equitable agricultural and rural development through credit and policy support, which makes it a cornerstone of the agricultural finance framework (Kesarwani, S. K., et al., 2022).
Trends of Agricultural Credit and Rural Financing in India 
The flow of agricultural credit in India has undergone significant changes, characterized by increased institutionalization, growth in absolute credit volumes, and evolving regional dynamics.
To understand how major policy interventions have shaped agricultural credit over time, researchers often analyse the ratio of agricultural credit to agricultural GDP, using indicators such as outstanding credit and annual disbursements to assess their relationship with agricultural growth from 1950-51 to 2017-18. This ratio rose from 0.6% in 1950-51 to 9.81% in 1971-72, spurred by the nationalization of banks and the introduction of Regional Rural Banks (RRBs), peaking at 21.76% by 1987-88. However, it declined to 13.34% by 1998-99, before surging to 39.55% in 2006-07 due to the introduction of the Kisan Credit Card (KCC) scheme and other reforms in 2004-05. By 2017-18, it reached 51.56%, showing significant improvement in credit reach despite fluctuations caused by factors like loan waivers, which impacted repayment behaviour and discouraged fresh lending. Although institutional credit expanded remarkably, dependence on non-institutional sources has reduced but still persists (Pandian, 2021). 
“Direct Agricultural Credit as percentage of Agricultural GDP (at current prices)”
Fig 2 : Agricultural Credit and Rural Financing in India
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Source: Pandian, M.S., 2021. Evolution of Agricultural Credit in India-A Review. Turkish Online Journal of Qualitative Inquiry, 12(3).
In terms of the extent and outreach of institutional framework for agricultural finance, amazing improvement has been attained over the time. Some of the major trends that can be discerned are as follows:
1. Increasing Dependence on Institutional Credit:
One of the major achievements in post-independent India has been the expansion of institutional credit and the decline of non-institutional sources. 
Table I: Relative Share of Borrowing of Cultivator Households in India 1951-2016 (in %)
	
Credit Agencies
	1951
	1961
	1971
	1981
	1991
	2002
	2012
	2016

	
	Rural
	

	
	All Households
	

	Institutional Agencies
	7.2
	17.3
	29.2
	61.2
	64.0
	57.1
	56.1
	69.1

	Government
	3.7
	6.6
	6.7
	4.0
	6.1
	2.3
	1.2
	

	Co-operative Society/Bank
	3.5
	10.4
	20.1
	28.6
	21.6
	27.3
	24.8
	5.7

	Commercial Bank incl. Regional Rural Bank
	
	0.3
	2.2
	28.0
	33.7
	24.5
	25.1
	36.6

	Insurance
	
	
	0.1
	0.3
	0.3
	0.3
	0.2
	0.2

	Provident Fund
	
	
	0.1
	0.3
	0.7
	0.3
	0.1
	0.3

	Financial corporation/institution
	
	
	
	
	
	1.1
	0.6
	1.3

	Financial company
	
	
	
	
	
	0.6
	1.1
	1.3

	Self-help group-bank linked
	
	
	
	
	
	
	1.9
	12.4

	Self-help group-NBFC
	
	
	
	
	
	
	0.3
	11.3

	Other Institutions
	
	
	0.0
	
	1.6
	0.7
	0.7
	

	Non-Institutional Agencies
	92.8
	82.7
	70.8
	38.8
	36.0
	42.9
	43.9
	41.6

	Landlord
	3.5
	1.1
	8.6
	4.0
	4.0
	1.0
	0.7
	5.2

	Agricultural Money Lender
	25.2
	47.0
	23.1
	8.6
	7.1
	10.0
	5.0
	11.5

	Professional Money Lender
	46.4
	13.8
	13.8
	8.3
	10.5
	19.6
	28.2
	

	Traders/Input supplier
	5.1
	7.5
	8.7
	3.4
	2.5
	2.6
	0.1
	0.1

	Relatives and Friends
	11.5
	5.8
	13.8
	9.0
	5.5
	7.1
	8.0
	24.7

	Doctors, lawyers etc.
	
	
	
	
	0.2
	0.3
	0.5
	0.1

	Others Sources
	
	7.5
	
	4.9
	3.0
	2.3
	1.4
	

	Sources not specified
	1.1
	
	2.8
	0.6
	3.3
	
	
	

	
	Cultivator
	

	Institutional Agencies
	
	18.4
	31.7
	63.2
	66.3
	61.1
	58.4
	74.5

	Government
	
	6.7
	7.1
	3.9
	5.7
	1.7
	1.1
	

	Co-operative Society/Bank
	
	11.4
	22.0
	29.8
	23.6
	30.2
	25.2
	6.0

	Commercial Bank incl Regional Rural
Bank
	
	0.3
	2.4
	28.8
	35.2
	26.3
	27.7
	46.2

	Insurance
	
	
	0.1
	0.4
	0.2
	0.3
	0.2
	0.3

	Provident Fund
	
	
	0.1
	0.3
	0.5
	0.2
	0.1
	0.5

	Financial corporation/institution
	
	
	
	
	
	1.0
	0.5
	0.7

	Financial company
	
	
	
	
	
	0.7
	1.2
	1.0

	Self-help group-bank linked
	
	
	
	
	
	
	1.5
	10.6

	Self-help group-NBFC
	
	
	
	
	
	
	0.2
	9.2

	Other Institutions
	
	
	
	
	1.1
	0.7
	0.8
	

	Non-Institutional Agencies
	
	81.6
	68.3
	36.8
	33.7
	38.9
	41.7
	39.8

	Landlord
	
	0.9
	8.1
	3.7
	3.7
	0.9
	0.7
	

	Agricultural Money Lender
	
	48.1
	23.0
	8.3
	6.8
	9.9
	5.5
	10.8

	Professional Money Lender
	
	13.8
	13.1
	7.8
	10.7
	16.9
	26.0
	

	Traders/Input supplier
	
	7.1
	8.4
	3.1
	2.2
	2.6
	0.1
	0.1

	Relatives and Friends
	
	5.2
	13.1
	8.7
	4.6
	6.2
	7.7
	22.7

	Doctors, lawyers etc.
	
	
	
	
	0.2
	0.4
	0.4
	0.1

	Others Sources
	
	6.5
	2.6
	4.5
	2.4
	2.0
	1.3
	

	Sources not specified
	
	
	
	0.7
	3.1
	
	
	


(Source: All-India Debt and Investment Survey, Various Issues and NABARD Occasional Paper 65 on Household Indebtedness and Assets Based: All-India Debt and Investment Surveys. For 2016, data gathered from NAFIS Report and total exceeds 100% because a household might have taken a loan from more than one source).
The table highlights a significant shift in borrowing patterns from 1951 to 2016, with the share of institutional credit rising from 7.2% to 69.1% for rural households and from 18.4% to 74.5% for cultivator households. Commercial banks, including regional rural banks, have emerged as dominant contributors, while cooperative societies, once prominent, saw a decline, particularly after 2012. Despite progress, non-institutional sources like moneylenders and relatives remain significant, accounting for 41.6% of rural borrowing in 2016, indicating continued reliance in underserved regions. The emergence of self-help groups linked to banks and NBFCs reflects diversification in credit sources and increased financial inclusion. However, the resurgence of non-institutional credit is a concern that requires policy attention to strengthen institutional outreach further. 
2. Agency-wise Credit Flow: 
The data presented in the table highlights the agency-wise credit flow to the agricultural sector in India from 1999-2000 to 2019-2020. Over this period, the share of cooperative banks in total credit flow has significantly declined from 39.47% in 1999-2000 to 11.30% in 2019-2020. 
Table II:  Agency-wise Credit Flow to Agriculture Sector in India (Rs. Crore)
	Year
	Cooperative Banks
	Regional Rural Bank
	Commercial Banks
	Other Agencies
	Total

	1999-2000
	18260
(39.47)
	3172
(6.86)
	24733
(53.46)
	103
	46268

	2000-2001
	20718
(29.22)
	4220
(7.99)
	27807
(52.64)
	82
	52827

	2001-2002
	23524
(37.91)
	4854
(7.82)
	33587
(54.13)
	80
	62045

	2002-2003
	23636
(33.98)
	6070
(8.73)
	39774
(57.18)
	80
	69560

	2003-2004
	26875
(30.90)
	7581
(8.72)
	52441
(60.29)
	84
	86981

	2004-2005
	31231
(24.92)
	12404
(9.90)
	81481
(65.02)
	193
	125309

	2005-2006
	39403
(21.83)
	15223
(8.43)
	125477
(69.52)
	382
	180485

	2006-2007
	42480
(18.52)
	20435
(8.91)
	166485
(72.57)
	-
	229400

	2007-2008
	48258
(18.95)
	25312
(9.94)
	181088
(71.11)
	-
	254658

	2008-2009
	45966
(15.23)
	26765
(8.87)
	228951
(75.83)
	226
	301908

	2009-2010
	63497
(16.51)
	35217
(9.16)
	285800
(74.33)
	-
	384514

	2010-2011
	78121
(16.68)
	44293
(9.46)
	345877
(73.86)
	-
	468291

	2011-2012
	87963
(17.21)
	54450
(10.65)
	368616
(72.13)
	-
	511029

	2012-2013
	111203
(18.31)
	63681
(10.48)
	432491
(71.21)
	-
	607375

	2013-2014
	119964
(16.43)
	82653
(11.32)
	527506
(72.25)
	-
	730123

	2014-2015
	138469
(16.38)
	102483
(12.12)
	604376
(71.50)
	-
	845328

	2015-2016
	153295
(16.74)
	119261
(13.03)
	642954
(70.23)
	-
	915510

	2016-2017
	142758
(13.40)
	123216
(11.56)
	799781
(75.04)
	
	1065755

	2017-2018
	150389
(12.87)
	140959
(12.06)
	877155
(75.07)
	
	1168503

	2018-2019
	152340
(12.12)
	149667
(11.91)
	954823
(75.97)
	
	1256830

	2019-2020
	157367
(11.30)
	165326
(11.87)
	1070036
(76.83)
	
	1392729

	CAGR
	12.97
	22.93
	21.84
	
	19.81

	CV (%)
	66.27
	94.85
	89.26
	
	85.92


Source: NABARD Data Bank (various issues) and Ensure Portal, NABARD. Figures given in parentheses indicate the percentage.
Conversely, commercial banks have emerged as the dominant contributors, with their share increasing from 53.46% to 76.83% during the same period. Regional Rural Banks (RRBs) have also shown a steady increase in their contribution, growing from 6.86% in 1999-2000 to 11.87% in 2019-2020. The Compound Annual Growth Rate (CAGR) of credit disbursement for commercial banks (21.84%) and RRBs (22.93%) reflects their expanding role, while cooperative banks recorded a lower CAGR of 12.97%. Overall, the total agricultural credit disbursement grew impressively at a CAGR of 19.81%, rising from ₹46,268 crore in 1999-2000 to ₹13,92,729 crore in 2019-2020, indicating the growing emphasis on agricultural financing in India. 
3. Trends of Overall Institutional Credit Flow: 
The table showcases the trends in overall growth and outreach of agricultural credit in India, categorized into Short-Term (ST) and Medium/Long-Term (MT/LT) credit across different agencies from 2008-09 to 2019-20. The total credit disbursement grew at a Compound Annual Growth Rate (CAGR) of 15.17%, increasing from ₹3,01,908 crore in 2008-09 to ₹13,92,729 crore in 2019-20. 
Table III: Trends of Overall Growth and Outreach of Agricultural Credit
	Particulars/Agency
	2008-09
	2009-10
	2010-11
	2011-12
	2012-13
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20
	CAGR

	I. Short-term (ST) Credit
	
	
	
	
	
	
	
	
	
	
	
	
	

	Co-operative Banks
	40164
	56946
	69038
	81829
	102592
	113574
	130350
	143803
	131880
	138348
	142750
	148287
	12.75

	RRBs
	22413
	29802
	38121
	47401
	55957
	70697
	89326
	101579
	105001
	119546
	125654
	138069
	19.08

	Commercial Banks
	147818
	189908
	228391
	266928
	314951
	364164
	415736
	419930
	452576
	497078
	483805
	538795
	12.56

	Other Agencies
	66
	
	
	
	
	
	
	
	
	
	
	
	

	Sub Total (A)
	210461
	276656
	335550
	396158
	473500
	548435
	635412
	665312
	689457
	754972
	752209
	825151
	13.44

	II. MT/LT Credit
	
	
	
	
	
	
	
	
	
	
	
	
	

	Co-operative Banks
	5802
	6551
	9083
	6134
	8611
	6389
	8119
	9492
	10878
	12041
	9591
	9080
	5.90

	RRBs
	4352
	5415
	6172
	7049
	7724
	11956
	13157
	17681
	18215
	21413
	24013
	27257
	19.57

	Commercial Banks
	81133
	95892
	117486
	101688
	117540
	163342
	188640
	223024
	347205
	380077
	471016
	531241
	19.50

	Other Agencies
	160
	
	
	
	
	
	
	
	
	
	
	
	

	Sub Total (B)
	91447
	107858
	132741
	114871
	133875
	181687
	209916
	250197
	376298
	413531
	504620
	567578
	18.91

	Total Credit (ST + MT/LT)
	
	
	
	
	
	
	
	
	
	
	
	
	

	Co-operative Banks
	45966
	63497
	78121
	87963
	111203
	119963
	138469
	153295
	142758
	150389
	152340
	157367
	12.11

	RRBs
	26765
	35217
	44293
	54450
	63681
	82653
	102483
	119260
	123216
	140959
	149667
	165326
	19.14

	Commercial Banks
	228951
	285800
	345877
	368616
	432491
	527506
	604376
	642954
	799781
	877155
	954823
	1070036
	15.22

	Other Agencies
	226
	
	
	
	
	
	
	
	
	
	
	
	

	Grand Total (A+B)
	301908
	384514
	468291
	511029
	607375
	730122
	845328
	915509
	1065755
	1168503
	1256830
	1392729
	15.17


Source: Department of Agriculture, Cooperation & Farmers Welfare, ST: Short Term, MT: Medium Term, LT: Long Term, P: Provisional
Among the agencies, commercial banks played a dominant role, with their contribution rising significantly in both ST and MT/LT credit categories, recording a CAGR of 15.22%. Regional Rural Banks (RRBs) demonstrated the highest growth rate, with a CAGR of 19.14%, reflecting their expanding outreach in rural areas. Cooperative banks, although showing steady growth in absolute terms, had a relatively lower CAGR of 12.11%. The ₹16.50 lakh crore agriculture credit target for 2021–2022 highlighted the ongoing emphasis on agricultural financing. Interestingly, RRBs saw the largest increase, followed by cooperative and commercial banks. However, the declining trend in long-term credit before 2014-15 raised concerns among policymakers, as it hindered private capital formation in critical areas such as farm mechanization, irrigation structures, land development, orchards, farm ponds, and micro-irrigation. This underscores the need for balanced credit disbursement to support both short-term needs and long-term agricultural development. 
4. Region-wise Credit Flow: 
The table highlights the region-wise flow of credit to the agricultural sector in India from 2013-14 to 2019-20, showcasing significant regional disparities. The southern region consistently accounted for the largest share of total agricultural credit, growing from ₹2,95,398 crore (40.46%) in 2013-14 to ₹6,12,087 crore (43.95%) in 2019-20, with a CAGR of 13.93%. In contrast, the north eastern region recorded the lowest share, albeit with the highest growth rate (CAGR of 21.29%), reflecting efforts to improve credit access in this underserved region. The eastern and central regions also showed moderate growth, with CAGRs of 12.06% and 8.61%, respectively. The northern and western regions experienced relatively slower growth, with CAGRs of 8.66% and 8.96%, respectively, though their absolute credit disbursement remained substantial. These trends underline the dominance of the southern region in agricultural credit allocation and the need for enhanced focus on equitable credit distribution to bolster agricultural development across all regions. 
Table IV: Region-wise Credit Flow to Agricultural Sector in India (in crore)
	Region
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20
	CAGR

	Northern Region
	167813
(22.98)
	202479
(23.95)
	216919
(23.69)
	232847
(21.85)
	256991
(22.10)
	270197
(21.50)
	283945
(20.39)
	
8.66

	North Eastern Region
	4345
(0.60)
	4453
(0.53)
	5833
(0.64)
	8773
(0.82)
	10273
(0.88)
	11172
(0.89)
	11809
(0.85)
	
21.29

	Eastern Region
	56217
(7.70)
	80013
(9.47)
	103673
(11.32)
	86860
(8.15)
	96751
(8.32)
	113792
(9.05)
	131668
(9.45)
	
12.06

	Central Region
	110929
(15.19)
	133118
(15.75)
	153289
(16.74)
	156476
(14.68)
	167096
(14.37)
	171261
(13.63)
	197015
(14.15)
	
8.61

	Western Region
	95420
(13.07)
	106981
(12.66)
	107934
(11.79)
	136787
(12.83)
	136374
(11.73)
	151115
(12.02)
	156206
(11.21)
	
8.96

	Southern Region
	295398
(40.46)
	318284
(37.65)
	327862
(35.81)
	444013
(41.66)
	495132
(42.59)
	539292
(42.91)
	612087
(43.95)
	
13.93

	India
	730123
(100)
	845328
(100)
	915510
(100
	1065756
(100)
	1162617
(100)
	1256830
(100)
	1392729
(100)
	11.19


Source: NABARD Data Bank (various issues) and Ensure Portal, NABARD. Figures in parentheses indicate the share in Total GLC. 
On average, The table provides insights into the region-wise average loan disbursement per account for all farmers and small/marginal farmers (SF/MF) during 2019-20. The national average loan amount per account was ₹1,02,482 for all farmers and ₹71,034 for SF/MF. The northern region recorded the highest average loan amount per account for all farmers (₹1,60,165) and SF/MF (₹95,351), indicating better access to higher credit in this region. Conversely, the eastern region reported the lowest averages, with ₹66,307 for all farmers and ₹51,592 for SF/MF, highlighting the need for improved credit accessibility. Uttar Pradesh’s average loan amount per account was below the national average, with ₹93,906 for all farmers and ₹69,689 for SF/MF, suggesting relatively limited credit support compared to other regions. 
Table V: Region-wise Average Loan Disbursement per Account during 2019-20 (in Rs.)
	Region/State
	Average loan amount of all
Farmers
	Average loan amount of
SF/MF

	Northern Region
	160165
	95351

	North Eastern Region
	72571
	61295

	Eastern Region
	66307
	51592

	Central Region
	88545
	61324

	Western Region
	150094
	80636

	Southern Region
	95599
	73520

	Uttar Pradesh
	93906
	69689

	All India
	102482
	71034


Source: NABARD Data Bank (various issues) and Ensure Portal, NABARD.
These figures underscore regional disparities in agricultural credit allocation and the need for targeted interventions to ensure equitable access to financial resources for farmers, particularly in underserved regions. 
Challenges in Financing Agriculture through Rural Credit Systems
Despite significant progress, India’s rural finance system faces challenges that limit its effectiveness. Small and marginal farmers, making up 86% of the farming community, struggle to access institutional credit due to inadequate collateral, low creditworthiness, and bureaucratic hurdles. Regional disparities further compound the issue, with agrarian north-eastern and eastern states receiving less institutional credit than southern and western regions. Many rural households still rely on informal credit sources due to their accessibility, despite exploitative practices that perpetuate debt cycles. Additionally, high Non-Performing Assets (NPAs), driven by crop failures, market volatility, and loan waivers, strain lending institutions and hinder credit expansion.
Indian agriculture faces several challenges in accessing adequate and timely credit. Institutional credit remains insufficient, with unfair distribution favouring urban areas and certain states like Andhra Pradesh, Gujarat, Maharashtra, Punjab, and Tamil Nadu. Small and marginal farmers – who form the largest share of India’s farming population – face the greatest difficulties because formal financial institutions provide insufficient credit, pushing them toward informal lenders who charge extremely high interest rates. These loans are often used for non-productive purposes, leading to generational debt. The problem is further compounded by mounting overdue loans, which hinder credit expansion. The seasonal and uncertain nature of agriculture, combined with long sowing-to-harvest intervals, adds to the complexity of financing. Even though credit facilities have expanded over time, the financial requirements of modern agriculture are still far from being fully met (Kesarwani et al., 2022). Agricultural credit disbursement in India faces challenges on both the supply and demand sides. Government policies, the spread of banking networks, and institutional loan recovery performance all shape the flow of agricultural credit. However, repayment rates remain lower in formal institutions compared to informal lenders, despite the latter charging much higher interest. Marginalized groups, such as SCs, STs, and OBCs, often rely on non-institutional credit sources due to difficulties in meeting formal credit requirements, including collateral and procedural complexities (Kumar, A., 2010; Kumar, V., 2011; ). Limited rural banking infrastructure and the long‑standing perception that small and marginal farmers are “high‑risk” borrowers continue to restrict their access to institutional credit (Birthal & Singh, 1996). Tenant farmers, who require small but urgent loans, often face unmet needs due to the inefficiency of the multi-agency credit system. Addressing these issues requires restructured institutional networks capable of understanding and meeting the diverse and urgent credit needs of farmers (Satyasai, 2008; Choudhary, N., 2022; Kumar, V., 2021). India’s agricultural credit system faces key issues, including inadequate support for small and marginal farmers, insufficient medium- and long-term lending as the focus remains on short-term loans, and a heavy reliance on borrowed funds due to limited deposit mobilization by major credit institutions. These challenges hinder agricultural development and negatively impact farmer’s well-being (Mohan, 2004).
Impact on Agribusiness Growth 
The availability and accessibility of rural finance have profound implications for the growth and sustainability of agribusiness in India:
1. Enhanced Productivity: Access to credit enables farmers to invest in high-quality seeds, fertilizers, and advanced agricultural equipment, thereby improving productivity. Institutional credit, particularly through schemes like Kisan Credit Cards (KCCs), has empowered farmers to adopt modern farming techniques.
2. Improved Market Access: Credit facilitates investments in post-harvest infrastructure, such as cold storage and transportation, enabling farmers to connect with broader markets. This reduces dependency on local traders and enhances income stability.
3. Risk Mitigation: Credit-linked insurance schemes, such as the Pradhan Mantri Fasal Bima Yojana (PMFBY), provide a safety net against risks arising from climate change and market fluctuations. These schemes help farmers recover from losses and continue their agribusiness operations.
Recommendations to Strengthen Rural Finance and Agricultural Development
To overcome the challenges and the potential of rural finance to enhance agribusiness, the following recommendations are provided:
1. Digital Integration: Fintech integration is capable of revolutionizing the sector of rural finance. Credit application would be made easy with digital banking, transaction costs reduced, and easy transparency would have been achieved. Aadhaar-linked accounts and mobile banking should extend to more downtrodden areas.
2. Region-Specific Policies: Financial policies specific to a region are necessary to combat regional imbalances. North-eastern states need special schemes that take into account their socio-economic and geographical challenges.
3. Capacity Building and Financial Literacy: Financial literacy for farmers can enhance their knowledge of the institutional credit delivery system, which can reduce dependence on informal sources. Insurance, saving, and loan management benefits should be encouraged through such programs.
4. Strengthening Cooperative Networks: Revitalizing cooperative institutions can improve grassroots credit availability. Investments in the modernization of PACS and their governance will ensure that PACS remain a relevant institution for rural finance.
5. Public-Private Partnerships: Cooperation between the government, financial institutions, and private players can ensure diversified funding and innovative credit products tailored to agribusiness stakeholder needs.
The changing dietary patterns and rising demand for non-cereal products necessitate agricultural diversification, emphasizing value addition and strong financial systems to sustain rural employment and income. Addressing this requires region-specific programs tailored to agro-climatic zones, incorporating technology, infrastructure, and credit facilities. Private sector suppliers, microfinance institutions, SHGs, and cooperatives should be integrated to strengthen market participation. Diversified activities like horticulture, aquaculture, dairying, and food processing must be prioritized. Increasing small and marginal farmers’ credit share to 40% under the SACP, reducing credit costs, simplifying loan procedures, and aligning NPA norms with farmers’ cash flows will improve access and financial stability. Expanding microfinance and involving Panchayati Raj institutions will further enhance credit access for disadvantaged groups and support agricultural diversification (Mohan, R. 2006). 
DISCUSSION
The study explored the evolution, current trends, and challenges in rural finance systems, emphasizing their role in sustaining agribusiness in India. Findings revealed the pivotal role of institutional credit mechanisms, including NABARD and Regional Rural Banks (RRBs), in driving agribusiness development. Over the past decades, rural finance has transitioned from non-institutional reliance to a structured, multi-agency framework. Institutional sources now dominate rural credit, with commercial banks accounting for 76.83% of total disbursement in 2019-2020, while cooperative banks and RRBs contribute 11.30% and 11.87%, respectively.
The volume of credit increased significantly as non-institutional credit gave way to institutional credit. From ₹46,268 crore in 1999-2000 to ₹13,92,729 crore in 2019-2020, the Compound Annual Growth Rate (CAGR) of 19.81% highlights the increasing emphasis on agricultural finance. However, this expansion has not been uniform. Regional disparities persist, with southern regions receiving 43.95% of credit in 2019-2020 compared to only 0.85% in north-eastern states, indicating systemic inequities.
Credit utilization was proven to significantly influence agribusiness productivity. Expansion of formal credit access increased farmers’ opportunities for modernized farming, improved resource use efficiency, and higher yield quality. Initiatives such as Kisan Credit Card have eased the process of obtaining short-term credit, enabling the purchase of seeds, fertilizers, and machinery. On the other hand, inefficiencies have also been recorded. For instance, long-term credit disbursement declined during the years preceding 2014-2015 and this has cast a doubt on private capital formation in crucial sectors such as irrigation infrastructure and farm mechanization.
Another important finding was the problems small and marginal farmers face in accessing institutional credit. Despite contributing significantly to agricultural output, small and marginal farmers often lack collateral and creditworthiness, thus relying on informal sources like moneylenders who charge exorbitant interest rates. This keeps them in debt cycles and restricts their economic mobility. The results from region-wise credit flow analyses further validated the disparities in credit allocation. For example, the southern region had the highest average loan disbursement per account, while north-eastern and eastern regions lagged behind. Similarly, average loan amounts for small and marginal farmers were significantly lower than those for all farmers nationally, thereby underlining systemic biases in credit distribution.
Recommendations from this study include an adoption of a digital financial product, such as mobile banking or Aadhaar linked accounts, aimed at improving and increasing credit penetration and transparency and region-specific tailor-made interventions enhancing cooperative institutions, among others. Financial literacy training for farmers and the reduction in informal sources is also an identified strategy.
Conclusion
The study shows that rural finance has played a significant role in transforming agribusiness in India by expanding access to institutional credit and supporting agricultural investment. Over the years, the agricultural credit system has moved away from heavy dependence on informal lenders toward a broader institutional structure involving commercial banks, cooperative banks, Regional Rural Banks, NABARD, and other financial institutions. This transition has increased the overall availability of credit and has supported the adoption of improved inputs, farm technologies, post-harvest infrastructure, and risk-management mechanisms.
Despite this progress, important gaps remain. Credit distribution continues to be uneven across regions, with the southern region receiving a much larger share than the north-eastern and eastern regions. Small and marginal farmers face persistent difficulties in obtaining formal credit because of collateral requirements, procedural complexity, limited institutional reach, and perceived repayment risk. Dependence on informal lenders therefore remains a concern in several rural areas. The study also indicates the need for greater attention to medium- and long-term credit, which is important for capital formation in irrigation, mechanization, land development, and other productive assets.
Overall, rural finance can contribute more effectively to sustainable agribusiness if credit delivery becomes more inclusive, region-sensitive, transparent, and farmer-oriented.
Limitations
This study is based entirely on secondary data and published sources. It does not include primary data from farmers, financial institutions, policymakers, or agribusiness stakeholders. Therefore, the findings are limited to the interpretation of available reports, surveys, and previous studies. The analysis also depends on data from different sources and time periods, which may vary in definitions, coverage, and reporting methods. Some of the major credit-flow data used in the study extend only up to 2019–2020, which limits the ability to assess the most recent changes in rural finance and agricultural lending. Regional and farmer-level variations are discussed using aggregate data, but detailed household-level or district-level analysis is not undertaken. The study also does not apply econometric or statistical modelling to test causal relationships between rural finance and agribusiness outcomes. Future research may address these limitations by using updated datasets, primary surveys, and comparative regional analysis.
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