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In India, the credit needs of dryland farmers, especially small and marginal farmers, are served largely by non-institutional sources. The formal bank​ing system follows a risk-averse strategy towards lending to this segment, and does not appear to attach any significance to the generation of substantial intangible benefits to households through financial intermedia​tion. After analysing the risk perceptions of households and banks in the Hariltar and Mulkamuru blocks in Karnataka, the authors of this paper point to the need to develop an integrated approach to risk management while extending loans to dryland agriculture.
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Despite the increased access of the Indian agriculture sector to the banking system in the post-Independence era, dryland agriculture in the country has not received its due share of institutional credit and is plagued by problems of overdue and poor recovery. A commonly ob​served phenomenon in dryland agriculture is persistent chronic deficits-in the household budgets which give rise to never-ending indebtedness and associated problems.1 This is specially important when a large proportion of households in these areas still obtain credit from non-institutional sources like money-lenders at very high interest rate. The non-institutional loan involves informal contracts which are characterised by numerous transaction linkages, or what is called 'inter-locking of factor and product markets' .2 The money-lender can be the borrower's employer or buyer of labour or supplier of other inputs in addition to being a supplier of credit.
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This entraps the borrower and does not allow his entrepreneurship skills to grow.
Interestingly enough, the banks in general have focused on large-size viable farms in dryland areas, rather than stimulating a demand for credit for productive purposes from poor and small farmers. The impact of this has been under-investment in dryland agriculture which, in a way, has become the cause of poor repayment capacity. The latter, in turn, has made bankers more risk-averse in lending to dryland areas. Furthermore, bankers' lending in general is enterprise-based; that is, bankers like to finance an enterprise which is deemed productive or which generates cash. Such an enterprise may be producing very little indirect or intangible benefits to enhance the capacity of a household to fight drought as well as to make prompt repayment. As a matter of fact, various enterprises in dryland agriculture generate very little tangible and large intangible benefits. The latter is very crucial for households for their sustenance as well as achieving farm growth. Thus lending based on enterprise rather than portfolio creates several imbalances in the household portfolio resulting in a mismatch between the two.3 In other words, the mismatch between the portfolios and the ecological resource endowment of the dryland farm entrepreneurs is reflected in the poor development of these areas.
A common problem that bankers and farm entrepreneurs in dryland agriculture have to face is the risk arising out of dry climate. The risky environment adds to poor recovery by bankers and results in the problem of overdues. Bankers have responded to this problem by following a risk-averse strategy of diversifying their lending. The major objective of this paper is to understand how dryland farm households—the smaller ones in particular—and bankers adjust to this risk and how differential risk perceptions add to the problems of declining investment in agricul​ture. The factors which contribute to overdues are analysed with the help of an econometric model. This paper also explores and tests econometric-ally the factors which determine bankers' risk-averse behaviour.
The primary data for the study was collected during 1993 from two blocks, Harihar and Mulkamuru, in the Chitradurga district of Karnataka. Both these blocks represent dryland agricultural conditions, such as poor and erratic rainfall and the absence of irrigation facilities. Mulkamuru is an underdeveloped area while Harihar is relatively developed. A large set of data was collected, including business indicators of bank branches in the study area, loan accounts, village endowments, and data related to the risk perceptions of both households and bankers. This data was managed
and analysed using appropriate techniques. Both cause-effect models and heuristic devices were used for the analysis.
How Households Adjust to Risk
Households in dryland areas face different types of risk. These include production or technical risks, market or price risks, technological risks, legal and social risks, and human risks. Production or technical risks refer to risks in production due to the weather, disease, pest infestations, fire, wind, theft and other casualties. Of these, production variability due to rainfall is the most important in dryland agriculture. Market or price risks can arise due to unstable and varying prices of agricultural inputs and outputs, volatility in inflation and interest rates in the economy, and erratic availability of inputs for the agriculture sector. Most important is the volatility of prices, especially downward. This, however, is common to both dry and irrigated agricultures but its impact is greater on dryland farm entrepreneurs.
Technological risks related to technological obsolescence are not common in dryland agriculture or, for that matter, in the agriculture sector as a whole. Legal and social risks arise when farms become more depend​ent on the non-farm sector for capital, markets and technology. These types of risk arise due to changes in support prices, laws related to tax and credit, environmental policies, and information on input and output markets. Subsistence agriculture is less prone to such risk. Human sources of risk are associated with human resource management problems of farms, such as water and health problems of the farmer's family. A comparison of different types of risk under irrigated and dryland agricul​ture is given in Table 1. 
TABLE 1
A Qualitative Comparison of Risks Perceived in Dryland and Irrigated Agricultures
Types of Risk
Dryland
Irrigated
Production
High
Low
Market
High
High
Technological
Low
Low j
Legal and social
Medium
High   '
Human
High
'
Medium
Risk adjustment strategies of households are best understood if we realise that they are both producers and consumers and that their decision
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to produce and consume are interrelated. In other words, risks in con​sumption and production have a bearing on each other. Various risk adjustment mechanisms employed by households to thwart or deflect risks are classified into three categories: (a) intra- and inter-household mechanisms, (b) extra-household mechanisms, and (c) public risk adjust​ment mechanisms.
Intra-household risk adjustments (intra-HHRA) imply such options which can be exercised within the household. They require social, ethical and moral trade-offs. For instance, three major intra-household choicer are migration, disposal of assets, and the modification or reduction of household food consumption. Inter-household risk adjustments (inter-HHRA) imply those options in which at least two or more households are involved (for instance, tenancy, credit, labour and product contracts). Extra-household mechanisms require the collective efforts of the com​munity or institutions. The organisational set-up plays a very important role here. Public relief mechanisms modify the perception of and response to risk. Emigration rates can be modified, the carrying capacity can undergo a shift because of the lack of livestock migration in periods of drought and, accordingly, short-term relief can have long-term ecological and economic consequences.
Among the various intra-household risk adjustment strategies, the diversification strategy is very common. For example, dryland farmers in Tumkur district in Karnataka combined other enterprises (like dairy, sheep, sericulture and petty shops) with agriculture as a mechanism to stabilise income. Mixed cropping and crop rotations were also used to impart stability.4 Gupta and Tewari found that wealthier farmers in Allahabad are relatively less diversified than small farmers.5 Walker, Singh and Jodha observed that differences in the quantity and quality of the resource base are largely responsible for the variation in diversifica​tion, both within and across villages.6
Under-investment is another mechanism to cope with risk in dryland agriculture.7 Farmers have been found to increase seed rates and invest less in modern inputs such as chemicals and fertilisers, the productivity of which is highly dependent upon water availability. This behaviour is reversed if investment in irrigation is made. Out-migration from drought-affected areas is a commonly observed strategy to escape the effects of drought. Other land management strategies (such as share-cropping and fallowing) are also a means of risk reduction. Share-cropping divides the risk between landlord and tenant; likewise, fallowing minimises risk by saving seeds, farmyard manure and fertilisers."
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The curtailment of consumption levels below normal during drought years is also very common. Households also postpone important family activities during this time. Even basic necessities like food, clothing and children's education are sometimes curtailed.9 Other coping mechanisms include (a) consciously under-eating in order to stretch supplies over a longer-period, (b) using accumulated savings and borrowing, and (c) making children work. As Bharati and Basu observe, land sale (asset depletion) is another strategy that has widespread usage to cope with food supply uncertainty.10
On the production front, drought-resistant crops and moisture-conserving technologies are frequently used. The choice of technology varies accord​ing to the place and climate. For example, in the Chhotanagpur area villagers have been observed to use various strategies for sustainable productivity at the subsistence level. These include choice of crops according to land slope (low-lying areas are planted with long-duration paddy varieties since water logs there for a long time); input application strategies, like applying fertilisers where water collects during the rainy season; mixed cropping; and higher seed rates." Risk-averse farmers may use fertilisers in a limited crop area.12 A study of the risk involved in using fertilisers in Uttar Pradesh and its impact on the adoption of green revolution techniques found that farmers would not spend on fertilisers unless the chances of getting more than what is spent on fertilisers is greater than 94 per pent.13
As far as extra-household or organisational coping strategies are con​cerned, there has been very little research. However, several studies in other areas confirm that organisations behave similar to individuals.14 That is, organisations show risk-averse behaviour above the target—return level and behave as risk-seekers below it.15 Socio-cultural risks are also important for organisations in understanding perceptions of risk, like that of losing identity or cultural extinction, destruction of religious values, and reduced quality of life.16 A new conceptual model for understanding risk adjustment strategies of organisations is given by Sitkin and Pablo which emphasises the role of risk propensity and risk perception in explaining an organisation's behaviour.17 Gupta has provided a social-ecological perspective for studying the response of banking organisations. to risk, as analysed in this paper.18
Why Over dues?
A major feature of dry land agriculture is the persistent deficit in household budgets, which impacts upon the repayment capacity of farmers. As a result bankers have to face the chronic problem of over dues. For example, in the study area, 10 to 15 per cent of the loan advances were overdue even after a lapse of five years after the repayment period. Information on the factors that determine overdues is important for bankers to plan their investment in dryland agriculture.
TABLE2 
Overdue Regression Results for the Study Area, Karnataka, India
	Variable 
	Coefficient 
	t-value 

	Intercept 
	168650.6 
	2.74* 

	Number of pumpsets 
	223.1 
	0.69 

	Number of tractors 
	29.7 
	0.08 

	Number of goats 
	47.4 
	2.28* 

	Number of milch animals 
	2.8 
	0.37 

	Number of sheep 
	-11.1 
	1.08 

	Number of bullocks 
	99.4 
	2.59* 

	Number of SC/ST farmers 
	-871.5 
	2.52* 

	Number of electrified 
	
	

	households 
	-702.5 
	1.65* 

	Total agricultural area 
	594.6 
	1.16 

	Total area cultivated 
	42.7 
	0.09 

	Area under paddy 
	78.9 
	2.13* 

	Area under oilseeds        \ 
	46.9 
	1.20 

	Area under pulses                   » 
	380.4 
	2.40* 

	Area under maize 
	199.5 
	3.56 

	Area under cash crops 
	-212.6 
	2.42* 

	Area under irrigation 
	-64.3 
	0.89 

	Cropping intensity 
	-691.0 
	2.21* 

	R'2 
	0.28 
	4.14* 

	DW 
	1.9828 
	

	N 
	136 
	


*Significant at 5% level of significance, + t-values. 
+ Significant at 10% level of significance.
In the past overdues have been explained primarily in terms of differen​ces in regional endowments.19 Various other factors which capture the ecological characteristics of dryland agriculture are not taken into account
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by these studies. We hypothesise five basic factors as affecting the problem of overdues in general in dryland areas. These are: (a) endow​ments (£); (b) infrastructural facilities (F); (c) socio-economic factors (5); (d) bank-intervention factors (B); and (e) other random factors (U). Using village-level data, the following overdue equation was specified and estimated:
Oi=f(Ei,Fi,Si,Bi,Ui) where i = village.
A number of explanatory variables are specified under each basic factor.
The overdue regression results for the study area are given in Table 2. The equation explains 28 percent variation in overdues and is significant. Looking at the results from Table 2, the following observations are made:
i
1. Livestock variables appear to increase the problem of overdues. For
example, the number of bullocks (VBUL) and the number of goats
(VGOAT) appear significant and with positive signs, which means an
increase of one goat or bullock in the study area would cause overdues
to increase by Rs 47 and Rs 49 respectively.
2. The cropping intensity (CROP1) and area under cash crops (VCASH)
appear very significant and with negative signs. This suggests that
loans given for cash crops and in areas where the cropping intensity is
high have a higher chance of repayment and less chance of falling
overdue. As per the regression estimates, a 1 per cent increase in the
cropping intensity would decrease the overdues by Rs 691. Similarly,
an increase of 1 per cent under cash crops will reduce overdues by an
amount equal to Rs 213.
3. Among the infrastructural variables, the number of households
electrified appeared with a negative sign and significant, suggesting
that villages with a higher proportion of households electrified are
likely to repay their loans in time. That is, an extra household electrified
will bring down overdues to the villages by Rs 703.
4. The Scheduled Caste/Scheduled Tribe population variable (NSCST)
appeared with a negative sign and significant. That is, 1 per cent
increase in the proportion of the Scheduled Caste/Scheduled Tribe
population will reduce overdues by Rs 872. This means that the
Scheduled Caste/Scheduled Tribe candidates are most likely to repay
their loan in time contrary to popular belief.
5. Among the crops, all kharif crops—especially paddy (NPD), oilseeds
(NOIL), pulses (NPUL) and maize (NMZE)—appeared significant with positive signs. This implies that kharif loans are more likely to fall overdue than rabi loans. And, within the kharif crop, it is the pulses which are most likely to cause large overdues.
How Bankers Adjust to Risk
The problem of overdues has made bankers risk-averse with respect to lending in dryland areas. Bankers hedge against risk through diversifica​tion of portfolios. In order to design programmes to promote credit flow to small and marginal farm entrepreneurs, it is important that bankers have proper information on the determinants of diversification. We have as​sessed some of these factors based on a sample of two blocks, viz., Harihar and Mulkamuru, in Chitradurga district in Karnataka.
Although there are various measures of diversification in the literature, the entropy index and Herphindal index are very popular. We developed the Herphindal index (H) for all the bank branches in each block. The Herphindal index is defined as the sum of squares of all W proportions, where Pi is the proportion of the ith activity in total activity. In this case P, is the portion of any loan/advance for a given purpose in the total loan given by a branch. It is obvious that with increasing diversification the value of H is decreasing. That is, H takes the value of one when there is a complete specialisation and approaches 0 as diversification increases. The H index for Mulkamuru ranged between 0.1 and 0.7 and between 0.1 to 0.4 for Harihar, suggesting a relatively higher variation in the level of diversification by bank branches in Mulkamuru block.
Diversification at the branch level was hypothesised to depend upon several factors or business indicators. Seventeen such business indicators were identified. These are listed below along with their acronyms in brackets: deposits (BDEP); advances (BADV); interest paid (BINTPD); interest earned (BINTED); commission earned (BCOMED); salaries (BSAL); travelling allowance paid (BTAPD); profit and loss before head office interest (BPLBHOINT); profit and loss after head office interest (BPLAHOINT); number of officers (BOFFCR); number of clerical staff (BCLRCL); number of demand drafts paid (BDDPD); number of demand drafts issued (BDDISD); number, of mail transfers issued (BMTISO); number of mail transfers paid (BMTPD); number of bills/cheques sent for collection (BCHQSENT); and other random factors (ERROR). The Her​phindal index (H) as a function of these seventeen variables was specified
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and estimated using the regression technique. The estimated results are given in Table 3.
TABLES
Diversification Regression Results for the Study Area (Dependent Variable = Herphindal Index)
Particulars
Coefficients
Intercept
-1.14
 
 
(6.00)
  In (BINTED-BINTPD)
 
   
-0.15
(2.84)*
In (BPLBHO1NT)
0.28
(3.59)*
In (BDEP/BADV)
0.23
(1.47)
BSAL
v        -0.23
(2.56)*
R2
0.42
F
4.98*
DW
2.26
N
23.00
*Significant at 5% level.
The estimated equation suggests the following three factors as deter​mining bankers' diversification strategy to a great extent: (a) the amount of net interest earned (BINTED-BINTPD); (b) the amount of salaries (BSL); and (c) profit and loss before head office interest (BPLBHOINT). All these three variables are significant and contribute positively to diversification. That is, an increase in the net interest earned by the branch, an increase in the amount of salaries paid and an increase in the profit and loss before head office interest contribute to the diversification in lending at the branch level. The deposit-advance ratio did not appear significant.
The results are startling, indicating that the richer a branch, the more diversified its lending will be. Branches having low interest income and small salary payments do not diversify much and hence cannot cross-subsidise the dryland farm entrepreneurs.
Differential Risk Perceptions: Bankers Versus Households
The perceptional differences between bankers and households towards an enterprise reveal the match-and-mismatch between the two groups. Hence
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we interviewed thirty-two bankers and forty-eight household heads. The average banker in the sample was 36 years old with about 2.5 years of service experience in the current branch and 12.7 years of total service experience. Similarly, an average household head was about 48 years old with an average landholding size of 3.6 acres, and an average short-term loan amount of Rs 10,980. Most households borrowed from banks; only 26 per cent of the total household heads interviewed had borrowed from non-institutional sources.
Although it is very difficult to measure the differences in risk percep​tions, a comparison of risk preferences on a'given scale can provide a fair idea. Both bankers and household heads were, hence, given a set of questions and asked to express their preferences on a scale from one to five, where one represents strong agreement and five strong disagreement with a given statement. In addition, both household heads and bankers were asked to grade the riskiness of loans given for a particular enterprise on a scale ranging from one to five, where one represents 'very highly risky' and five 'almost no risk'.
A comparison of the perceptions of farmers and bankers on crop and livestock loans in Harihar and Mulkamuru block is given in Tables 4 and 5.
TABLE4
Comparison of Perceptions of Fanners and Bankers about Crop and Livestock Loans, Harihar Block, Karnataka
	Riskiness of Loan Graded for 
	Crop Loan Riskiness '    (graded by 
	Livestock Loan Riskiness Graded by 

	
	Farmer 
	Banker 
	Farmer 
	Banker 

	Marginal Fanners 
	
	
	
	

	Very highly risky 
	-(-) 
	1 (04.8) 
	-(-) 
	3(14.3) 

	Highly risky 
	4(21.0) 
	3(14.3) 
	2(10.5) 
	6 (28.6) 

	Average risky Somewhat risky 
	4(21.0) 3 (15.8) 
	4(19.0) 6(28.6)  
	7 (36.8) 3(15.8) 
	6(28.6) 5(23.8) 

	Almost no risk 
	8(42.1) 
	6 (28.6) 
	6(31.6) 
	1 (04.8) 

	No response 
	O(-) 
	1 (04.8) 
	1 (05.3) 
	   0 (-)

	Total number of 
	
	
	
	

	response 
	19(100) 
	21 (100) 
	19(100) 
	   21(100) 

	Small Fanners 
	
	
	
	

	Very highly risky 
	-(-) 
	1 (04.8) 
	-(-) 
	1 (04.8) 

	Highly risky 
	1 (05.3) 
	2 (09.5) 
	1 (05.3) 
	6 (28.6) 

	Average risky 
	4(21.0) 
	6(28.6) 
	6(31.6) 
	6 (28.6) 
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	Table 4 Contd. 

	Riskiness of Loan Graded far 
	Crop Limn Riskiness Graded by 
	Livestock Loan Riskiness Graded by 

	
	Fanner 
	Banker 
	Farmer 
	Banker 

	Somewhat risky 
	6(31.6) 
	4(19.0) 
	6(31.6) 
	6 (28.6) 

	Almost no risk 
	8(42.1) 
	7 (33.3) 
	5(26.3) 
	2 (09.5) 

	No response 
	O(-) 
	1 (04.8) 
	1 (05.3) 
	   0 (-) 

	Total number of 
	
	
	
	

	response 
	19(100) 
	21(100) 
	19(100) 
	21 (100) 

	Large Farmers 
	
	
	
	

	Very highly risky 
	-(-) 
	-(-) 
	-(-) 
	-(-) 

	Highly risky 
	1 (05.3) 
	O(-) 
	1 (05.3) 
	1 (04.8) 

	Average risky 
	2(10.5) 
	2 (09.5) 
	3(15.8) 
	3(14.3) 

	Somewhat risky 
	2(10.5) 
	9 (42.8) 
	7 (36.8) 
	6 (28.6) 

	Almost no risk 
	13(68.4) 
	7 (33.3) 
	6(31.6) 
	8(38.1) 

	No response 
	1 (05.3) 
	3(14.3) 
	2(10.5) 
	3(14.3) 

	Total number of 
	
	
	
	

	response 
	19(100) 
	21 (99.9) 
	19(100) 
	21(100.1) 


Source: Based on survey data.
The following observations appear to be pertinent. First, the perceived riskiness of loan depends upon the perceived economic status of the borrower by the household and banker. In both Harihar and Mulkamuru blocks we observed that a crop loan is considered 'highly risky" for the marginal or small farmers but not the large farmers. This perception was held by both farmers and bankers. For example, 21 per cent of the household heads in Harihar block considered crop loans for marginal farmers 'highly risky' whereas only 5.3 per cent of the respondents considered it 'highly risky' for large farmers (see Table 4). In the case of livestock loans, only 10.5 per cent of household heads considered it 'highly risky' for marginal farmers, as opposed to 5.3 per cent for small and large farmers. In essence, a large proportion of the respondents felt that a loan to a large farmer is less risky than to a small, farmer.
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TABLE 5
Comparison of Perceptions of Farmers and Bankers about Crop and Livestock Loans, Mulkamuru Block
	Riskiness of Loan Graded for 
	Crop Loan Riskiness Graded by 
	Livestock Loan Riskiness Graded by 

	
	Farmer 
	Banker 
	Farmer 
	Banker 

	Marginal Farmers 
	
	
	
	

	Very highly risky 
	1(08.3) 
	1 (08.3) 
	-(-)
	-(-)

	Highly risky 
	2(16.6) 
	4(33.3) 
	3 (25.5) 
	3 (25.0) 

	Average risky 
	-(-)
	2(16.6) 
	1 (08.3) 
	5(41.6) 

	Somewhat risky 
	5(41.6) 
	2(16.6) 
	3 (25.0) 
	1 (08.3) 

	Almost no risk 
	4 (33.3) 
	2(16.6) 
	2(16.6) 
	-(-) 

	No response 
	-(-) 
	1 (08.3) 
	3 (25.0) 
	3 (25.0) 

	TotaJ number of 
	
	
	
	

	response 
	12(100) 
	12(100) 
	12(100) 
	12(100) 

	Small Farmers 
	
	
	
	

	Very highly risky 
	-(-) 
	-(-) 
	-(-) 
	-(-) 

	Highly risky 
	-(-) 
	2(16.6) 
	1 (08.3) 
	2(16.6) 

	Average risky 
	3 (25.0) 
	2(16.6) 
	2(16.6) 
	4(33.3) 

	Somewhat risky 
	3 (25.0) 
	4(33.3) 
	5(41.6) 
	2(16.6) 

	Almost no risk 
	6 (50.0) 
	2(16.6) 
	1 (08.3) 
	I (08.3) 

	No response 
	-(-) 
	2(16,6) 
	3 (25.0) 
	3 (25.0) 

	Total number of 
	
	
	
	

	response 
	12(100) 
	12(100) 
	12(100) 
	12(100) 

	Large Farmers 
	
	
	
	

	Very highly risky 
	-(-) 
	-(-) 
	-(-) 
	-(-) 

	Highly risky 
	-(-) 
	-(-)
	-(-)
	1 (09.0) 

	Average risky 
	-(-) 
	-(-)
	2(18.1) 
	1 (09.0) 

	Somewhat risky 
	5 (45.4) 
	6 (54.5) 
	4(36.3) 
	2(18.1) 

	Almost no risk 
	6(54.5) 
	3 (27.2) 
	2(18.1) 
	4(36.3) 

	No response 
	-(-) 
	2(18.1) 
	3 (27.2) 
	3 (27.2) 

	Total number of 
	
	
	
	

	response 
	11(100) 
	11(100) 
	11(100) 
	11 (100) 


Source: Based on survey data.
Second, when we compare the perceived riskiness of the loan by the banker and the household irrespective of the size of farm, bankers appear more risk-averse than households. For example, in Harihar block, while 42.1 per cent of the household respondents considered a crop loan to a marginal farmer as almost no risk, only 28.6 per cent of the bankers felt so. The response pattern is the same for other categories too.
TABLE 6 
Opinions of Farmers about Loan Facilities from the Bank vis-a-vis the Money-lender (Percentage)
	                Statement
	Harihar
	Mulkamuru
	Total

	
	Agree
	Disagree
	Agree
	Disagree
	Agree
	Disagree


1.
2
3. 4.
7.
	11.
	Money-lender will give further assistance if the enterprise he finances fails 
	20.00 
	70.00 
	33.00     .         66.60 
	23.00 
	69.20 

	12.
	If we fail to repay the loan to the money- 
	
	
	
	
	

	
	lender we can compensate with bullock 
	
	
	
	
	

	
	labour or human labour 
	44.40 
	55.50 
	100.00                  — 
	50.00 
	55.50 

	13.
	Banks always create fear of legal action 
	71.40 
	21.40 
	40.00              20.00 
	63.10 
	21.00 


10.
Bank loan procedures are flexible
—
90.90
33.33
61.10
33.30
72.40
Bank officials are cordial and helpful in
providing loan facilities
42.80
53.50
57.70
40.00
49.50
47.50
Loans are sanctioned in time
27.70
62.90
38.20
59.50
32.60
61.30
Too much time and effort wasted in getting
documentation and file work done
58.80
31.30
60.00
37.70
59.30
34.30
Borrowing from the money-lender is less
risky than from banks despite the very high
interest rate
07.20
90.90
14.20
83.30
10.30
87.60
Quality of banking services has deteriorated during the last five years (banks say no to loans, giving only to a few farmers for limited purposes, not giving respect to
farmers, etc.)
48.70
38.40
47.30
52.60
48.20
60.30
Loan from the money-lender can be obtained
at any time for any purpose
77.70
22.20
—
66.60
77.70
30.70
Approaching the money-lender is easy
77.70
22.20
—
75.00
61.50
23.00
No security is needed to get a loan from the
money-lender
30.00
70.00
66.60
33.30
38.40
61.50
Prefer to get money from the money​
lender/landlord, have been borrowing from
them for a long time
58.30
41.60
33.30
66.60
53.30
46,60
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In order to further examine the causes of match-and-mismatch, we asked bankers and households to opine on the given statements on a scale from strongly agree (score one) to strongly disagree (score five). These results are summarised in Table 6. The opinions of both household heads and bankers about institutional and non-institutional credit were collected on the given scale. It is interesting to note that there is a significant mismatch between bankers' and farmers' expectations of each other as revealed by their statements in the aggregate.
Summary and Conclusions
In the absence of institutional sources of credit a large proportion of households, particularly the smaller ones, in dryland agriculture in India still depend upon non-institutional sources. One of the reasons why institutional credit has not been useful to dryland farmers is the chronic deficit in household budgets. This can be partly attributed to the enterprise approach of loaning by banks as opposed to the total portfolio approach. The former creates several imbalances in the household portfolio giving rise to the problem of mismatch, which then results in regional imbalances in development. There is a general lack of understanding of the causes of this mismatch, the knowledge of which would help policy-makers, espe​cially bankers, to combat credit problems in dryland agriculture.
The study suggests that an integrated approach to risk management is required with respect to dryland agriculture. A piecemeal approach, without any concern for the socio-cultural and socio-ecological set-up of dryland agriculture, is likely to be unfruitful.
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