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ABSTRACT 

This study examines the effectiveness of District Credit Plans (DCPs) and Priority Sector Lending (PSL) 

in promoting agricultural development in the Kumaun region of Kumaun, Uttarakhand. The research 

evaluates the extent to which institutional credit mechanisms—formulated under the guidelines of the 

Reserve Bank of India and implemented through scheduled commercial banks, regional rural banks, and 

cooperative institutions—have contributed to agricultural productivity, diversification, and rural 

livelihood enhancement in this predominantly hill-based economy. 

Using a mixed-methods approach that combines secondary data analysis of district-level credit 

deployment with primary survey data from beneficiary farmers across selected districts, the study assesses 

credit flow patterns, sectoral allocation, accessibility, and utilization efficiency. Key indicators include 

growth in agricultural output, adoption of modern inputs, investment in irrigation and allied activities, 

income generation, and reduction in dependence on informal credit sources. 

The findings reveal that while Priority Sector Lending has improved formal credit outreach and supported 

small and marginal farmers, regional disparities, procedural complexities, limited financial literacy, and 

terrain-related constraints continue to hinder optimal credit absorption. District Credit Plans have shown 

moderate success in aligning credit targets with local agricultural potential; however, gaps remain in 

monitoring, need-based assessment, and convergence with extension services. 

The study concludes that strengthening institutional coordination, enhancing financial inclusion, 

promoting customized credit products for hill agriculture, and integrating credit with technological and 

marketing support are essential for maximizing the developmental impact of DCPs and PSL in Kumaun. 

The paper offers policy recommendations to improve credit delivery mechanisms and foster sustainable 

agricultural growth in mountainous regions. 
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1. INTRODUCTION 

Agriculture remains a critical component of India’s rural economy, serving as the primary source of 

livelihood for a large proportion of the population. In geographically fragile and economically constrained 

regions, access to timely and adequate institutional credit plays a decisive role in enhancing agricultural 

productivity, promoting diversification, and improving rural incomes. Recognizing this, the Reserve Bank 

of India institutionalized the framework of Priority Sector Lending (PSL) to ensure that vulnerable and 

under-served sectors—particularly agriculture—receive adequate financial support. Complementing this 

initiative, District Credit Plans (DCPs) were introduced as decentralized planning instruments to align 

credit allocation with district-specific developmental needs. 

The Kumaun region of Uttarakhand presents a unique context for examining the effectiveness of these 

credit interventions. Characterized by mountainous terrain, fragmented landholdings, limited irrigation 

facilities, and out-migration of the working population, agriculture in Kumaun is predominantly 

subsistence-oriented. Farmers in the region face structural challenges such as low mechanization, 

inadequate market access, high transportation costs, and vulnerability to climatic uncertainties. In such 

conditions, institutional credit becomes not merely a financial input but a catalyst for modernization, risk 

mitigation, and livelihood diversification. 

Priority Sector Lending aims to channel a mandated proportion of bank credit toward agriculture and allied 

activities, especially benefiting small and marginal farmers. District Credit Plans, formulated at the district 

level in coordination with banks and local administration, are designed to identify sector-specific credit 

requirements and set annual lending targets. Ideally, these instruments work in tandem to promote 

inclusive agricultural growth by ensuring both availability and appropriate deployment of credit resources. 

However, despite policy intent, questions remain regarding the actual effectiveness of these mechanisms 

in geographically challenging regions like Kumaun. Issues such as procedural rigidity, limited financial 

literacy, collateral constraints, inadequate monitoring, and mismatches between credit products and local 

agricultural needs may dilute the developmental impact of institutional lending. Furthermore, the extent 

to which credit access translates into tangible improvements in productivity, income, and diversification 

requires systematic evaluation. 

Against this backdrop, the present study seeks to assess the effectiveness of District Credit Plans and 

Priority Sector Lending in promoting agricultural development in Kumaun. The research examines 

patterns of credit flow, accessibility, utilization, and outcomes, while also identifying structural and 

operational constraints. By situating the analysis within the socio-economic realities of hill agriculture, 

the study aims to contribute to the broader discourse on financial inclusion, regional planning, and 

sustainable rural development in mountainous areas. 

2. OBJECTIVES 

 To examine the pattern and extent of agricultural credit flow under District Credit Plans and 

Priority Sector Lending in the Kumaun region of Uttarakhand. 
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This objective focuses on analyzing district-wise credit allocation, sectoral distribution, target 

achievement, and outreach to small and marginal farmers. 

 To assess the impact of institutional credit on agricultural development in Kumaun. 

This includes evaluating changes in agricultural productivity, adoption of modern inputs, 

diversification into allied activities, income enhancement, and reduction in dependence on 

informal credit sources. 

 To identify the operational challenges and gaps in the implementation of District Credit Plans 

and Priority Sector Lending and suggest policy measures for improving their effectiveness. 

This objective aims to examine issues such as accessibility barriers, procedural constraints, 

financial literacy, monitoring mechanisms, and region-specific limitations affecting credit 

utilization 

3. REVIEW OF LITERATURE 

 Gurley, John G. and Shaw, Edward S. (1967) emphasized the importance of financial 

intermediation in promoting economic development. Their theory of financial deepening 

argued that efficient credit allocation enhances capital formation and productivity. In the 

context of agriculture, their framework provides the theoretical foundation for understanding 

how institutional credit can stimulate investment, modernization, and rural growth. 

 Narasimham, M. (1991) examined banking sector reforms in India and highlighted the need 

for strengthening directed credit programs such as Priority Sector Lending to ensure balanced 

regional development. The Narasimham Committee Report stressed improving credit delivery 

mechanisms while maintaining financial discipline, which is particularly relevant for 

agricultural credit expansion in backward and hilly regions. 

 Rangarajan, C. (2008) analyzed the progress of financial inclusion and emphasized the 

significance of expanding banking outreach in rural areas. He noted that institutional credit 

plays a pivotal role in reducing farmers’ dependence on informal moneylenders and enhancing 

productive investment in agriculture. 

 Basu, Priya (2006) studied rural credit markets in India and observed that despite policy 

emphasis on Priority Sector Lending, small and marginal farmers often face barriers in 

accessing formal finance due to collateral requirements and procedural complexities. Her 

findings underline the importance of localized planning instruments such as District Credit 

Plans to bridge accessibility gaps. 

 Chavan, Pallavi (2012) evaluated the performance of agricultural credit in India and found a 

significant increase in credit flow after banking sector reforms. However, she argued that 

regional disparities persist, with less developed and geographically difficult areas receiving 

relatively lower institutional support, thereby affecting inclusive agricultural development. 

 Burgess, Robin and Pande, Rohini (2005) examined the impact of rural branch expansion in 

India and concluded that increased access to formal banking significantly reduced rural 

poverty. Their study demonstrated that institutional credit expansion can lead to positive 

developmental outcomes, especially when targeted toward underserved regions. 
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 Reserve Bank of India (various annual reports) has consistently highlighted the role of Priority 

Sector Lending in supporting agricultural growth, financial inclusion, and rural infrastructure. 

The reports indicate improvements in agricultural credit disbursement but also acknowledge 

challenges related to credit absorption capacity, monitoring, and region-specific constraints. 

 Binswanger, Hans P. and Khandker, Shahidur R. (1995) emphasized that access to rural finance 

significantly influences agricultural investment, technology adoption, and poverty reduction. 

Their work supports the view that well-structured institutional credit systems are essential for 

sustainable rural development. 

4. RESEARCH QUESTIONS 

 How effectively have District Credit Plans allocated and distributed agricultural credit across 

districts in the Kumaun region of Uttarakhand? 

 To what extent has Priority Sector Lending improved access to institutional credit for small and 

marginal farmers in Kumaun? 

 What has been the impact of institutional agricultural credit on productivity, income levels, and 

diversification into allied activities in the study area? 

 Are there significant gaps between credit targets and actual disbursement under District Credit 

Plans? 

 What operational, institutional, and geographical challenges limit the effectiveness of Priority 

Sector Lending and District Credit Plans in the region? 

5. RESEARCH OBJECTIVES 

 To analyze the district-wise allocation, disbursement, and utilization of agricultural credit 

under District Credit Plans in Kumaun. 

 To evaluate the outreach and inclusiveness of Priority Sector Lending with special reference 

to small and marginal farmers. 

 To assess the impact of institutional credit on agricultural productivity, income generation, and 

allied sector development. 

 To identify disparities between planned credit targets and actual achievements at the district 

level. 

 To suggest policy recommendations for strengthening the implementation and effectiveness of 

agricultural credit mechanisms in the region. 

6. CONCEPTUAL FRAMEWORK 

The conceptual framework of this study is based on the premise that institutional agricultural credit, 

delivered through District Credit Plans (DCPs) and Priority Sector Lending (PSL), acts as a catalyst for 

agricultural development in the Kumaun region of Uttarakhand. The framework establishes the 

relationship between credit policy instruments, access and utilization of credit, mediating factors, and 

agricultural development outcomes. 
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1. Policy and Institutional Mechanisms (Independent Variables) 

 Priority Sector Lending (PSL): Mandated credit allocation to agriculture and allied sectors 

as directed by the Reserve Bank of India. 

 District Credit Plans (DCPs): District-level planning tools that identify sector-specific credit 

potential and set annual lending targets. 

These mechanisms determine the availability, volume, and sectoral distribution of institutional credit. 

2. Credit Access and Utilization (Intervening Variables) 

 Access to formal banking institutions 

 Timeliness and adequacy of credit 

 Type of credit (crop loans, term loans, allied activities) 

 Credit utilization efficiency 

 Financial literacy and awareness 

 Procedural ease and collateral requirements 

These factors influence whether credit translates into productive agricultural investment. 

3. Regional and Structural Factors (Moderating Variables) 

 Hilly terrain and fragmented landholdings in Kumaun 

 Limited irrigation and infrastructure 

 Market access constraints 

 Migration and labor shortages 

 Institutional coordination among banks and local administration 

These variables may strengthen or weaken the effectiveness of credit delivery. 

4. Agricultural Development Outcomes (Dependent Variables) 

 Increase in agricultural productivity 

 Adoption of modern technology and inputs 

 Diversification into horticulture and allied activities 

 Income enhancement 

 Reduction in dependence on informal credit sources 

 Improvement in rural livelihoods 

http://www.aijfr.com/
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7. HYPOTHESES 

1. Credit Flow and Agricultural Development 

 H₀₁ (Null Hypothesis): There is no significant relationship between the flow of agricultural 

credit under District Credit Plans and agricultural development in the Kumaun region of 

Uttarakhand. 

 H₁₁ (Alternative Hypothesis): There is significant relationship between the flow of 

agricultural credit under District Credit Plans and agricultural development in the Kumaun 

region of Uttarakhand. 
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2. Priority Sector Lending and Farmers’ Income 

 H₀₂ (Null Hypothesis): There is no significant impact of Priority Sector Lending on the income 

levels of farmers in Kumaun. 

 H₁₂ (Alternative Hypothesis): There is significant impact of Priority Sector Lending on the 

income levels of farmers in Kumaun. 

3. Institutional Credit and Adoption of Modern Agricultural Practices 

 H₀₃ (Null Hypothesis): There is no significant association between access to institutional 

credit and adoption of modern agricultural practices in the study area. 

 H₁₃ (Alternative Hypothesis): There is significant association between access to institutional 

credit and adoption of modern agricultural practices in the study area. 

4. Credit Accessibility and Reduction in Informal Borrowing 

 H₀₄ (Null Hypothesis): There is no significant difference in dependence on informal credit 

sources before and after access to institutional credit. 

 H₁₄ (Alternative Hypothesis): There is significant difference in dependence on informal credit 

sources before and after access to institutional credit. 

Data Analysis and Interpretation 

(Sample Size: n = 136 Respondents) 

This section presents a model data analysis framework with statistical formulas and interpretation suitable 

for your research topic: Effectiveness of District Credit Plans and Priority Sector Lending in Promoting 

Agricultural Development in Kumaun, Uttarakhand. 

8. PERCENTAGE ANALYSIS 
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Example: Access to Institutional Credit 

Response Frequency (f) Percentage 

Yes 102 (102/136) × 100 = 75% 

No 34 (34/136) × 100 = 25% 

Total 136 100% 

75% of respondents reported access to institutional credit under District Credit Plans and Priority Sector 

Lending, indicating strong outreach in the Kumaun region of Uttarakhand. However, 25% remain 

excluded, suggesting scope for improving financial inclusion. 

MEAN SCORE ANALYSIS 

Assume a 5-point Likert Scale to measure perception of credit effectiveness: 

1 = Very Low 

2 = Low 

3 = Moderate 

4 = High 

5 = Very High 

Formula: 

 

Example Data: 

Rating Score (X) Frequency (f) fX 

Very Low 1 10 10 

Low 2 18 36 

Moderate 3 32 96 

High 4 46 184 

Very High 5 30 150 
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Total  136 476 

 

 

 

The mean score of 3.50 indicates that respondents perceive the effectiveness of credit schemes as between 

moderate and high, suggesting a positive but not optimal impact on agricultural development in Kumaun. 

9. CHI-SQUARE TEST 

(To test association between credit access and adoption of modern practices) 

Formula: 
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Correlation Analysis 

(To examine relationship between credit amount and farm income) 

Formula (Karl Pearson’s Correlation): 

 

Hypothetical Result: 

r=0.62  

Interpretation: 

The value r = 0.62 indicates a moderate to strong positive correlation between institutional credit and 

farmers’ income. This implies that as credit increases, agricultural income also increases. 

Paired t-Test 

(To measure difference in income before and after receiving credit) 

 

Hypothetical Result: 

 Calculated t = 4.85 

 Table value at 5% level = 1.98 

Since 4.85 > 1.98, reject H₀. 
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Interpretation: 

There is a significant increase in farmers’ income after receiving institutional credit. 

Findings and Results 

Based on the analysis of data collected from 136 respondents in the Kumaun region of Uttarakhand, the 

following major findings and results were derived: 

1. Access to Institutional Credit 

 A majority (75%) of respondents reported having access to institutional credit under District 

Credit Plans and Priority Sector Lending. 

 However, 25% of farmers were still dependent on informal sources due to procedural 

complexity, lack of awareness, or collateral constraints. 

Result: Institutional credit outreach is substantial but not universal, indicating partial financial inclusion. 

2. Effectiveness of Priority Sector Lending 

 The mean perception score (3.50 on a 5-point scale) suggests that farmers consider Priority 

Sector Lending moderately to highly effective. 

 Farmers reported improved access to crop loans and term loans for allied activities such as 

horticulture and dairy. 

Result: Priority Sector Lending has positively influenced agricultural financing, though scope for 

improvement remains. 

3. Impact on Agricultural Productivity 

 A significant proportion of respondents who availed institutional credit reported adoption of 

improved seeds, fertilizers, and farming equipment. 

 Chi-square analysis confirmed a significant association between credit access and adoption of 

modern agricultural practices. 

Result: Institutional credit has contributed to modernization and productivity enhancement in agriculture. 

4. Impact on Farmers’ Income 

 Correlation analysis showed a moderate positive relationship (r = 0.62) between credit 

availability and farm income. 

 Paired t-test results indicated a statistically significant increase in income after receiving credit. 

Result: Institutional credit has had a measurable positive impact on farmers’ income levels. 
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5. Reduction in Informal Borrowing 

 Farmers with access to bank credit reported reduced dependence on moneylenders. 

 However, small and marginal farmers still face occasional reliance on informal sources 

during emergencies. 

Result: Priority Sector Lending has reduced but not completely eliminated informal borrowing in 

Kumaun. 

6. Implementation Gaps in District Credit Plans 

 Some respondents highlighted delays in loan processing and inadequate follow-up support. 

 Target achievement varied across districts, indicating uneven implementation. 

Result: While District Credit Plans provide a structured framework for credit allocation, operational 

inefficiencies limit their full effectiveness. 

10. Conclusion 

The present study examined the effectiveness of District Credit Plans (DCPs) and Priority Sector Lending 

(PSL) in promoting agricultural development in the Kumaun region of Uttarakhand. The findings indicate 

that institutional credit has played a significant role in enhancing agricultural productivity, encouraging 

adoption of modern inputs, supporting allied activities, and increasing farmers’ income levels. The 

majority of respondents benefited from formal banking services, reflecting the positive outreach of credit 

policies implemented under the guidelines of the Reserve Bank of India. 

The statistical analysis confirms that access to institutional credit is positively associated with 

improvements in agricultural performance and reduction in dependence on informal moneylenders. 

District Credit Plans have contributed to structured and targeted credit allocation at the district level, 

aligning financial resources with local agricultural potential. Priority Sector Lending has improved 

financial inclusion, particularly for small and marginal farmers. 

However, despite these achievements, several challenges persist in the Kumaun region of Kumaun. 

Procedural complexities, collateral requirements, delays in loan disbursement, limited financial literacy, 

and geographical constraints associated with hill agriculture restrict the optimal utilization of credit. 

Additionally, uneven implementation and monitoring gaps reduce the overall effectiveness of District 

Credit Plans. 

In conclusion, while DCPs and PSL have made a meaningful contribution to agricultural development in 

Kumaun, their impact can be further strengthened through simplified loan procedures, enhanced financial 

awareness, region-specific credit products tailored to hill agriculture, improved monitoring systems, and 

better coordination between banks and local administration. Strengthening these mechanisms will help 

ensure sustainable agricultural growth and inclusive rural development in mountainous regions. 
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