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ABSTRACT 

The alleviation of poverty continues to be the central issue in development discourse in the 

present day.  Marginal and Small farmers are facing several constraints in the twenty century. 

Major constraints that are faced by small and marginal farmers are- poor land accesses, poor 

credit accesses, poor accesses to inputs, high production risk and low insurance coverage and 

limited market accesses. The present study is based on secondary data collected from 59th 

Round National Sample Survey and Agricultural Census (2005 and 2010). We have tried to 

concentrate the study at national level as well as the state of West Bengal and we have 

captured the present conditions regarding credit market in both the cases. Secondary data 

reveals that rate of indebtedness is decreasing with an increase in land holding. On the other 

hand small and marginal farmers are making credit from the non-institutional agencies such 

as relatives, traders, money lenders which are in greater portion compare to not only large 

farmers but also compare to institutional credit market. On the other hand the large farmers 

are taking loan from banks, cooperatives and micro credit. The only purpose for the loan for 

the small and marginal farmers is for daily family consumptions followed by current 

production expenditure and capital consumption at national level. 

Jel classification: Q1, Q12, Q13 

 

INTRODUCTION 

The alleviation of poverty continues to be the central issue in development discourse in the 

present day. Traditionally, agricultural productivity has provided an excellent direction out of 

poverty for a lot of developing countries. There exits many literature which identifies the 

linkages between increases in agricultural productivity and poverty reduction. There are 

multiple pathways through which increases in agricultural productivity can reduce the 

poverty including real income changes, rural non-farm multiplier effects, employment 

generation and food prices effects (Schneider, Gugerty, 2011). Some studies (Mellor, 1999), 

Thirtle (2003), Datt and Ravallion (1998), Byerlee, Diao and Jackson (2009), Fan, Hazell and 

Thorat (1999) have also demonstrated the significant positive impact of agricultural 

productivity on poverty.  
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On the other hand, the contemporary global financial crisis and global food crisis numerously 

affect the economics of developing countries. However it has become crucial to assess the 

impact of the crisis on rural economy (especially agriculture) as they are the backbone of the 

whole economy. The developing countries have adopted several structural adjustment 

measures in their economics during 1991 and 1995 with the effective commencement of New 

Economic Reforms and World Trade Organization. The impact of policies emphasizing cut-

down of public expenditure has mostly negative implications for the rural economics in 

general and specifically for marginal and small land holding agriculture (Banerjee, 2009). 

From the above it is very likely to study the current situation of the small and marginal 

landholders in India in general and in West Bengal agriculture in particular. 

This paper attempts to capture the present situation of the small and marginal farms, their 

constraints and opportunities in Indian agriculture in general and in specifically in West-

Bengal agriculture. The present study divided into seven sections. The introductory chapter 

describes the relationship among food security, poverty and agriculture. Then we have 

described the concept of small and marginal farms followed by their constraints and 

opportunities.  After that we have portrayed some International scenario of small and 

marginal farms followed by Indian scenario and West Bengal scenario. Then we will look 

after some data review on the basis of operated land by them, their credit scenario, share of 

output, purpose and sources of credit etc. Then we conclude with some policy conclusion.   

  

 “Marginal and Small Farms” 

Marginal and Small farms, also known as family farms, have been defined in a variety of 

ways.  The most common measure is farm size. Many sources defined small farms as those 

with less than two hectares of crop land. The World Bank’s Rural Development Strategy 

(RDS) defines smallholders as those with a low asset base, operating less than 2 hectares of 

cropland (World Bank, 2003). One study of FAO defines small farms with the limited 

resources endowments, relative to the farms in the sector.  According to Hazell (2007) small 

farms are those depending on household members for most of the labour or those with a 

subsistence orientation, where the primary aim of the farm is to produce the bulk of the 

household’s consumption of staple foods. The small and marginal holding character of Indian 

agriculture is much more important and relevant in the present days than ever before. In the 

Indian context the small and marginal farms (According to Agricultural Census of India and 

it is recommended by FAO) is defined as the follows- 
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Sl No Classes LandSize (in hectares) 
1 Marginal 0.01-1 
2 Small 1-2 
3 Semi-medium 2-4 
4 Medium 4-10 
5 Large 10-above 
Source: Agricultural Census, Government of India. 

 

“Small and Marginal Farms”: Opportunities and Constraints 

There are nearly 500 million farmers who farm less than 2 hectares of land in the world 

(IFPRI, 2005).  For many developing land scarce countries, small farms fetch several 

advantages over the large farms which include their economic efficiency, their contributions 

to creating more employment, reducing poverty and improving food security. Some studies 

provided that the small farms achieve their higher productivity with lower capital intensities 

than large farms and these are the important efficiency incentive for small farms in poor 

countries where land and capital are scarce relative to labour. Rosegrant and Hazell (2000) 

showed that in many underdeveloped labour abundant economics, not only the small farms 

are more efficient but they also account for large shares of the rural poor. They have revealed 

that Asia’s green revolution has improved the agricultural growth of small farms and 

transformed their rural economics. This change has been instrumental in bringing enormous 

number of people out of poverty. One study by World Bank (2007) showed that a more 

egalitarian distribution of land not only leads to higher economic growth but also helps 

ensure that the growth that is achieved is more beneficial to the poor. Small farms also 

contributed to food security particularly in areas with poor infrastructure high transport costs 

make locally produced foods less costly and risky than many purchased foods (Hazell, 2011). 

Some studies by Mellor (1976), Hazell and Roell, (1983) showed that how small farms 

households spend their shares of incremental income on locally produced goods and services 

which stimulate employment intensive growth in non-farm economy and also small farm can 

help to diversify based on migration which is beneficial to the rural poor.  Rosset (1999) 

demonstrated that small and marginal farms worked efficiently because of their following 

features: multiple cropping, land use intensity, output composition, efficient use of irrigation, 

labour quality and labour intensity.  
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But in the present day small and marginal farms in many developing countries are facing 

many constraints. They are facing constraints like- poor land accesses, poor credit accesses, 

poor accesses to inputs such as water, seed, fertilizer, pesticides, manure, high production 

risk and low insurance coverage, limited market accesses.   One study by NCEUS (2008) 

showed that the situation of small and marginal farmer has worsened over the time in India. 

Increasing globalization and liberalization has added an international dimension to the 

problems faced by small and marginal farmers. The policies of huge subsidies and 

protectionism widely practiced by industrialized countries often have a negative effect on 

small and marginal farmers in developing countries. In the absence of proper steps, the future 

of these farmers seems to be very bleak.  

 

International Scenario of Small and Marginal Farms 

Agriculture is the backbone of overall growth for the majority of countries in sub-Saharan 

Africa and is essential for poverty reduction and food security. However poverty alleviation 

cannot be sustained without economic growth and economic growth cannot be sustained in 

non-competitive industries implying that agriculture must become competitive for small scale 

farming to succeed in addressing poverty and food insecurity in sub-Saharan Africa (World 

Development, 2008). Small agricultural holdings constitute a vast majority of farms in many 

developing countries (FAO, 2010). The studies based on World Programme of Census of 

Agriculture 2000 indicate that the Asia and Pacific region has the smallest size of holdings in 

the world. It is estimated that out of 500 millions small farms 87 percent are from Asia and 

the Pacific region (IFPRI, 2007). India and China is accounted for 93 and 193 million small 

farms respectively. Three other Asian countries with large number of small farms viz. 

Indonesia and Bangladesh with 17 million small farms, while Vietnam with 10 million small 

farms.  

 

Average farm size and number of small farms in South Asia 

Country  Census year  Average farm size (ha) Numbers of small farms (millions) 
India 2001 1.3 98.10 

Bangladesh 1996 0.6 17.03 
Nepal 2002 0.8 3.08 
Pakistan 2000 3.1 3.81 
Sri Lanka 2002 0.8 1.61 
Source: Hazell et al (2010) 
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About 81 per cent of farms in India have land holdings of less than 2 hectares; whereas their 

share in total cultivated area is about 44 per cent (NCEUS, 2008). In China 95 per cent of 

farms are smaller than 2 hectares. In Nepal 93 per cent of operational holdings are operated 

by small farmers covering 69 per cent of the cultivated area. In Bangladesh, small farms 

account for 96 per cent of operational holdings with a share of 69 per cent of cultivated area. 

The overall trend in Asia has been that of declining farm size over time. In China farm size 

decreased from 0.56 hectares in 1980 to 0.4 hectares in 1999, in Pakistan it declined from 5.3 

hectares in 1971-73 to 3.1 hectares in 2000; in the Philippines the average farm size fell from 

3.6 hectares in 1971 to 2 hectares in 1991 and in India it declined from 2.2 hectares in 1950 

to 1.8 hectares in 1980, to 1.4 hectares in 1995-96 and to 1.33 hectares in 2000-01 (Fan and 

Chan-Kang, 2003). However the number of small farms and their share in total cultivated 

area has been increasing over time in Pakistan and India. It is surveyed that in India, small 

farms accounted for almost 81 per cent of operational holdings in 2002-03 compared to about 

62 per cent in 1960-61 (NCEUS, 2008) and the area operated by small farms increased from 

about 19 per cent to 44 per cent during this period.   The number of small farms and their 

total cultivated area has been increasing over the time in some Asian countries.  

 

Indian Scenario of Small and Marginal Farms:     

India is the seventh largest country geographically, second most populated and the twelfth 

largest economy in the world. The economy of India is diverse and agriculture plays a pivotal 

role in the Indian economy. Its contribution to gross domestic product (GDP) is 12.3 percent 

in 2010-11 (at 2004-05 current prices), it provides employment to 58.2 per cent of the Indian 

workforce and share of agriculture in total gross capital formation is 6.2 percent (CSO). On 

the other hand the share of GDP in agriculture and allied sector is 7.9 percent in 2010-11 in 

India (at 2004-05 current prices). However, there have been exclusion problems in the 

country.  In other words, real development in terms of growth shared by all sections of the 

population has not taken place. One of the excluded sectors during the reform period was 

agriculture which showed low growth and agrarian distress led more farmers’ suicides (Dev, 

2012). Indian agriculture is the home of small and marginal farmers.  Therefore, the future of 

sustainable agricultural growth and food security in India depends on the performance of 

small and marginal farmers. Agricultural Census data (2005) showed that there were about 

121 million agricultural holdings in India in 2000-01 from which 99 million were small and 

marginal farmers.   Average size has declined from 2.3 hectares in 1970-71 to 1.37 hectares 
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in 2000-01.  We have also found that there are significant land inequalities in India. The 

following table shows the percentage of operational holding in different NSSO round-  

 

 
 

 
 

Source:  NCEUS (2008) National Sample Survey Land Holdings 8th, 17th, 26th, 37th, 48th, 55th Rounds, 
Central Statistical Organization, Government of India 
The above tables illustrated the share of the small and marginal farms in different NSSO 

round in India. The share of the small and marginal farms in the 17th NSSO round (1960-61) 

was 61.7 percent which expanded to 68.2 percent in 26th round (1970-71), 75.3 percent in 

37th round (1981-82), 80.6 percent in 48th round (1991-92) and finally in 87.6 percent in 59th 

round NSSO round (2003). This explicitly points out that the Indian agricultural economy is 

the home of the small and marginal farmers and sustainable agriculture of these farmers will 

provide lesser inequalities in food, reduce poverty in near future.   

The subsequent data collected from Situational Assessment Survey of Farmer, NSSO 59th 

round, indicates the percentage distribution of farmer households, percentage of area 

operated and share of total output.  Small and marginal farms together griped 83.64 percent 

of farmer households and they possessed 42.04 percent of total land with 74 percent of total 

output at national level.  

Percentage distribution of farmers and area operated and their share of total output 

 Size Class Percentage of Farmer 
Households 

Percentage of Area 
Operated 

share of 
total output

Marginal 65.54 21.85 29 
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Small 18.1 20.19 49 
Semi-Medium 10.64 22.81  

22 Medium 4.82 22.09 
Large 0.9 13.06 
Source: SAS of Farmer, 2003, NSSO 59th round  

 

The following two tables based on the Situational Assessment Survey of Farmers by National 

Sample Survey Organization (NSSO, 59th round) elucidated the rate of indebtedness and 

percentages distribution of sources of loan among size class at national level. It is observed 

from the below table that small and marginal farms are generating their loan more in informal 

sector compare to formal sector.  The small and marginal farmers are jointly creating loan 

57.4 percent in formal sector while 69.9 percent in informal sector. This may be one of the 

indications that small and marginal farmers having fewer mortgages to ensure their loan in 

formal sector which has also a higher rate of interest payment. However in the credit or loan 

market are divided into two categories viz. Institutional and Non-Institutional. An 

institutional credit belongs to Government, Bank and Cooperatives while non-institutional 

leads to moneylender, landlord, traders, relatives and friends. It is seen Small and marginal 

farmers are taking their informal loan from relatives, commission agent, traders, landlord and 

money lender while the large farmer taking loan from bank, cooperatives and government. It 

is appealing that the informal credit are lesser important those having the higher landholding 

and vice-versa. And the last diagrammatic presentation exhibited the percentage distribution 

of credits according to fulfillment of the purpose that are drawing benefits from it. It clearly 

tells us that the small and marginal farms are making credits to meet their daily consumption 

followed by current production expenditure and capital expenditure. Figures are telling that 

61 percent and 43 percent small and marginal farms respectively borrow credits for home 

consumption which may be leads to the informal credit market.  

 

Rate of Indebtedness by Farm size  
Land Size(ha) Formal Informal Both Total 

<=0.40 12.7 30.3 3.5 46.5 

0.41-1.00 18.8 21.7 4.6 45 

1.01-2.00 25.9 17.9 7 50.8 

>2.00 34.7 14.4 8.6 57.8 

Total 20.4 23 5.3 48.6 

Source: SAS of Farmer, 2003, NSSO 59th round 
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Percentages distribution of sources of loan among size class (in ha) 

Source of loan <=0.40 0.41-1.00 1.01-2.00 >2.00 
Government 3.9 3.8 1.7 1.4 
Cooperative 14.1 17 20.5 22.8 
Bank 24.4 32 35.4 42.6 
Total Institutional 42.4 52.8 57.6 66.8 
money lender 32.4 30.8 25.9 20 
Trader 4.9 4.6 4.2 6 
relatives and friend 15.2 9.1 8.8 5.2 
Others 3.6 2 2.6 1.2 
Total Non Institutional 57.6 47.2 42.4 33.2 
Source: SAS of Farmer, 2003, NSSO 59th round 

 

 

Percentage Distribution of Loans by Purpose in all size class 
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Source: SAS of Farmer, 2003, NSSO 59th round 
West Bengal Scenario of Small and Marginal Farms 

West Bengal is situated on the eastern part of India, extended from the Himalayas in the north 

to the Bay of Bengal in the south with total area of88,752 square kilometers (Census, 2011). 
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In West Bengal nearly 72 per cent of the population living in the rural areas and agriculture is 

the predominant occupation. The index number of agricultural area, production and 

productivity during 2007-08 was 116, 252 and 218 respectively (NABARD, 2012). The total 

reporting area of the State is 86.84 lakh hectares of which 52.96 lakh hectares are the Net 

Sown Area (61 per cent of the total reporting area). The Gross Cropped Area is 97.52 lakh 

hectares with a cropping intensity of 184 per cent. Agriculture in the State is small farmer 

centric with 90 per cent of the cultivators being small and marginal farmers. Small and 

marginal farming communities hold 84% of the State’s agricultural lands. Marginal 

operational holding (less than 1 ha) accounts for 88.8 percent of the total operational holdings 

as against 69.8 percent at all India level. And according to 2005-06 Agricultural Census, the 

share of small and marginal farmers are 95.55 (Agricultural Census). Cropping pattern in the 

State is dominated by food crops which account for about 78 per cent of the area under 

principal crops. Rice is cultivated in 58.48 lakh hectares (production of 161.48 lakh MT) 

followed by cereals (all combined) in 63.49 lakh hectares and oilseeds in 7.14 lakh hectares, 

jute in 6.09 lakh hectares and potato in 3.67 lakh hectares. The state is second largest 

producer of potato after and one of the highest producers of vegetable in the country. 

Traditionally, West Bengal has been the highest producer of jute. The State also accounts for 

25 per cent of tea production in the country. Against the ultimate irrigation potential of 67.43 

lakh hectares, the gross irrigation potential created through major, medium and minor 

irrigation in the State till the end of 2009 was 55.01 lakh hectares. The percentage utilization 

of potential created is 81.73 percent in major and medium irrigation structures and 81.64 

percent in minor irrigation. The following table shows the percentage distribution of 

operational holding of the state of West Bengal. The operational holding of small and 

marginal farms was 91.45 percent in 1990-91 which increased in 93.23 in 1995-96 and 95.30 

in 2000-01 and further it increased in 95.55 in 2005-06(Agricultural Census, Directorate of 

Agriculture, West Bengal, 2005-06). It shows that a major part of the small and marginal 

farms are stating in West Bengal and their sustainability is a central subject for the policy 

makers for future development in agriculture.   

Distribution of Operational Holdings in West Bengal during 1990-91 to 2005-06 

Size Class 1990-91 1995-96 2000-01 2005-06 

Marginal 73.83 76.42 80.44 81.17 
Small 17.62 16.81 14.86 14.38 
Semi Medium 7.28 5.83 4.17 4.04 
Medium 1.26 0.92 0.51 0.40 
Large 0.02 0.02 0.01 0.01 
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Source: Agricultural Census, Directorate of Agriculture, West Bengal (2005-06) 
 
Percentage distribution of area operated by size class for All Social Groups 
State   Size Class WB India 

Agricultural Census 2005-06 Marginal 50.65 20.23 

Small  28.87 20.91 

Semi-Medium 13.98 23.94 

Medium 2.49 23.11 

Large 4.00 11.82 

Agricultural Census 2010-11 Marginal 52.47 22.24 

Small  28.26 22.07 

Semi-Medium 13.26 23.59 

Medium 1.99 21.18 

Large 4.02 10.92 

Source: Agricultural Census, Directorate of Agriculture, West Bengal (2005-06) 
 

The above data of the table based on the Agricultural Census (Govt. of West Bengal, 2010-

11) demonstrated the percentage distribution of area operated by different size class in West 

Bengal. The above table revealed that small and marginal farms are operating more land 

compare to large farmer at an all India level. Small and marginal farms are operating 79.52 

percent of land compare to 41.14 percent in all India level according the report of 

Agricultural Census. However the figures were increased from 80.73 percent to 44.31 in the 

2010-11 respectively. The following table indicates the average size of operational land 

holding in West Bengal. The average size of the operational holding is higher in West Bengal 

than all India level. The average operational land holding of marginal and small farms in 

West Bengal were 0.49 hectares and 1.59 hectares respectively which has the same 

magnitude in the year that is 2005-06 and 2010-11. On the other hand in case of India the 

operational land holding of marginal and small farms were 0.38 and 1.38 and interestingly for 

the marginal farmers the operational land holding pattern were the same in two respective 

years but for the small farms the operational land holding has increased from 1.38 to 1.42 

during these period.     

Average size of operational holding for Marginal and Small Size group (in ha) 

State  Size Class  WB India 

Agricultural Census 2005-06 Marginal 0.49 0.38 
Small  1.59 1.38 

Agricultural Census 2010-11 Marginal 0.49 0.38 
Small  1.59 1.42 
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Per 1000 distribution of outstanding loans (in Rs.) by source of loan for each size class  
 
Source of loan <=0.40 0.41-1.00 1.01-2.00 >2.00 
Government 84 165 54 30 
Cooperative 115 234 278 259 
Bank 228 232 469 465 
money lender 161 148 58 222 
Trader 156 59 69 17 
relatives and friend 214 143 57 549 
Others 28 19 14 0 
Source: Indebtedness of Farmer Household, 59th round NSSO  
 
 
 
 
 
Per 1000 distribution of outstanding loans (in Rs.) by purpose of loan for each size class  

 
The above two table reflects the per 1000 distribution of outstanding loans (in Rs.) by source 

and purpose of loan for each size class of land possessed by farmer households in the state of 

West Bengal respectively. Compare to all India perspective, the state of West Bengal having 

some different picture. The small and marginal farms were borrowing credits mainly for their 

current consumption followed by capital consumption and consumption expenditure. 

However we can argue that to carry out current consumption that is borne by their daily 

consumption is very essential for small and marginal farms. So we can say that current 

consumption and consumption expenditure are two important factors for which small and 

marginal farms are not eligible to create further credit from institutional sector. And for that 

reasons they have gone for non institutional credit market which has higher rate of interest 

payment.   

 

Conclusion  
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The above simple discussion and data review collected from NSSO 59th round and 

Agricultural Census revealed that in almost all area small and marginal farmers are facing 

many constraints. In this paper we have attempted to explore the credit market scenario of 

India as well as the state of West Bengal. Secondary data reveals that the rate of indebtedness 

is decreasing with an increase in land holding reflects that large farmers are less in debt 

compare to small and marginal farmers. On the other hand small and marginal farmers are 

making loan from the non-institutional market such as relatives, traders, money lenders and 

land lord while the large farmers are taking loan from banks, cooperatives at all India level. 

The only purpose for the loan of the small and marginal farmers is for daily family 

consumptions followed by current production expenditure and capital consumption at 

national level. But in case of West Bengal the situation for the small and marginal farms are 

slight better compare to national level. It may be the reasons of the successful implementation 

of land reforms in West Bengal. But New Economic Policy and World Trade Organization 

may give some threats to these farming classes in near future. And this factors can also be 

reduced the agrarian relations which ultimately affect the future of the sustainable agriculture 

for the small and marginal farms. So we can say that there needs to be construct strong policy 

by Indian policy makers to generate or create a healthy environment for these farming classes 

for which they can use modern inputs, credits, irrigations etc. for sustainable agriculture.     
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