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and regional rural banks (RRBs) from 1990-91 to 2023-24. It also assesses the adoption of the Kisan Credit Card (KCC)
scheme to achieve financial inclusion in India. The results show rapid growth in institutional credit, with SCBs becoming
the main lenders, while cooperatives and RRBs have seen their shares decline despite their community presence. Increasing
outstanding loans indicate greater dependence on formal credit but also raise concerns about debt levels and repayment
capacity. The KCC scheme has reached over 7 crore farmers, although changes in its adoption suggest uneven access and
institutional hurdles. The study concludes that expanding credit alone cannot fully solve rural distress. It must be combined
with social protection, climate-smart practices, and inclusive policies to support sustainable livelihoods. Strengthening
cooperatives and RRBs, along with improving efficiency, is key to creating a balanced rural financial system. This study
contributes to the discussion of rural development by linking institutional credit to livelihood security, resilience, and
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L INTRODUCTION abundant labor supply, but it faces constraints due to limited
financial resources. Financial institutions often act

Economic development is a vital component of societal
growth, aimed at enhancing individuals' well-being by
increasing income and expanding opportunities. It involves
strategically allocating resources and investments to promote
sustainable growth and prosperity. By understanding how
economic factors interact, we can work towards creating a
more equitable and prosperous future for all. However,
economic development depends on both economic and non-
economic factors that influence each sector of the economy.
According to economic development theory, transforming an
economy requires changing working conditions and
optimizing the economy through engineering. The structure
of the global economy must shift from traditional modes of
production to modern technologies. This transformation
requires human and financial resources dedicated to specific
goals. Theories suggest that the rural economy has an
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monopolistically in rural areas to develop operational
infrastructure. Heterogeneous grassroots clusters mainly
restrict rural economies. Economic development involves
creating infrastructure that connects people to the market. The
rural economy faces significant disadvantages, including
reliance on unskilled labor, marginalization of farmers and
small-scale industries, low density of financial institutions,
and social issues. Although governments are attempting to
transform rural ecosystems through e-governance, social and
political structures often impede the functioning of the free
market. Rural distress has emerged as one of the most
pressing challenges in India. Despite decades of policy
interventions, rural households continue to face structural
vulnerabilities arising from small landholdings, dependence
on informal credit, climate shocks, and entrenched social
inequalities. =~ These factors undermine agricultural
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productivity and perpetuate cycles of indebtedness and
poverty, making rural distress a multidimensional problem
that requires both economic and social solutions.

Financial institutions play a crucial role because most
rural citizens are trapped with local moneylenders, face
seasonal climatic distress, low productivity, a weak economic
base, limited economies of scale, social unrest, and class
struggles. According to Shaban et al. (2024), the agricultural
economy in India is under stress, resulting in 0.35 million
farmer suicides between 1996 and 2021. This study aims to
identify methods and solutions for rural distress through
financial institutions. We believe that if financial institutions,
primarily banks, provide support, the rural economy can
transition from distress to development. Currently, many
SHGs and NGOs are shifting their focus from unskilled labor
to entrepreneurship. Despite this heterogeneity and the
scarcity of financial institutions, existing economic systems
struggle to adapt to change. Through e-governance initiatives
such as JAM, the government seeks to transform the financial
landscape; however, given the large size of the rural economy,
a substantial push is needed. Although India has launched
numerous  government-supported schemes since its
independence to develop infrastructure, these efforts remain
insufficient, given the scale and population of rural areas. The
expansion of financial institutions has made significant
progress; however, their share of support remains limited
because of constraints on fixed capital.

Institutional credit has long been recognized as a critical
instrument for alleviating rural distress in India. By providing
affordable finance, institutional mechanisms such as
cooperatives, Scheduled Commercial Banks (SCBs), and
Regional Rural Banks (RRBs) aim to reduce dependence on
moneylenders, support agricultural investment, and promote
livelihood diversification. Over the past three decades, India
has witnessed exponential growth in institutional credit
disbursement, accompanied by government initiatives such as
the Kisan Credit Card (KCC) scheme and the JAM trinity (Jan
Dhan—Aadhaar—Mobile), which are designed to enhance
financial inclusion. However, questions remain regarding the
inclusivity, sustainability, and effectiveness of these
mechanisms in reaching marginalized groups and addressing
structural barriers. This study examines distress in the Indian
rural economy and identifies the key factors that influence it,
with a focus on the capabilities of these financial institutions.
India's diverse geographic and climatic regions require
tailored approaches to support rural development efforts. My
primary goal is to examine how the rural economy has shifted
from human-made distress to productive citizens through
financial support. To achieve this, we analyzed initiatives by
the government and financial institutions, particularly
banking services and self-help groups, aimed at improving
livelihood security and economic progress. Rural distress has
emerged as one of the most pressing challenges in India’s
development  trajectory, reflecting the  structural
vulnerabilities of agrarian economies and the limitations of
institutional mechanisms to address them. Despite decades of
policy interventions, rural households continue to face
persistent  constraints, including low  productivity,
dependence on informal credit, climatic shocks, and
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inadequate access to modern infrastructure. These challenges
undermine livelihood security and impede the broader goals
of inclusive economic growth and social equity. Economic
development theory emphasizes that transforming traditional
economies requires both structural and institutional changes.
In rural India, where agriculture and allied activities remain
the backbone of livelihoods, the availability of affordable and
timely credit is central to modernization, diversification, and
resilience. Financial institutions, such as cooperatives,
scheduled commercial banks (SCBs), and regional rural
banks (RRBs), play a pivotal role in bridging the gap between
subsistence farming and entrepreneurial activity. However,
their outreach and effectiveness remain uneven, with rural
citizens often trapped in cycles of indebtedness to local
moneylenders, seasonal climatic distress, and limited
economies of scale in farming. The expansion of institutional
credit since the 1990s has been significant, as evidenced by
the data from the Reserve Bank of India and NABARD.
Loans issued and outstanding have grown exponentially, and
schemes such as the Kisan Credit Card (KCC) seek to
democratize access to finance. However, the distribution of
credit across regions, institutions, and farmer categories
reveals persistent disparities. Small and marginal farmers,
women, and socially disadvantaged groups continue to face
barriers in accessing formal financial services, thereby
perpetuating this rural distress.

The persistence of rural distress despite credit expansion
highlights a paradox: while institutional credit has grown in
scale, its impact on livelihood security and resilience remains
unevenly distributed. Rising outstanding loans raise concerns
about indebtedness and repayment capacity, whereas
fluctuations in KCC adoption highlight challenges in
accessibility and institutional outreach. Moreover, climate
variability and social inequality continue to limit the
transformative potential of credit systems. The literature
underscores the multidimensional nature of rural
vulnerability. Studies have highlighted the impacts of climate
change, migration, caste identity, and social inequalities on
rural livelihoods. In contrast, others have emphasized the
roles of financial inclusion, welfare economics, and
institutional reforms in mitigating distress. Together, these
perspectives suggest that rural distress cannot be addressed
solely through credit expansion; rather, it requires integrated
strategies that combine financial services with social
protection,  capacity  building, and infrastructural
development. Against this backdrop, the present study
explores the role of institutional credit in alleviating rural
distress and promoting economic growth in India. By
analyzing trends in credit disbursement, outstanding loans,
and KCC adoption, this study seeks to understand how
financial institutions contribute to livelihood security and
resilience. It also examines the limitations of current
mechanisms and identifies pathways to strengthen rural
financial ecosystems. The central argument is that, if
effectively designed and implemented, institutional credit can
transform rural economies from sites of vulnerability into
engines of inclusive development.
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II. REVIEW OF LITERATURE

The literature on rural distress, institutional credit, and
livelihood security spans multiple disciplines, including
economics, development, climate policy, and social welfare.
The thematic synthesis reveals several strands of scholarship
that inform the present study, enhance academic discourse,
and optimize the analysis. Building on previous theoretical
and empirical studies, we mapped the literature review onto
its theoretical foundations.

» Rural Livelihoods, Migration, and Social Vulnerability:
In the study, we primarily focused on key concerns
regarding the rural economy, development strategies, and the
role of financial institutions in facilitating the transformation
of the rural economy into a mainstream economic enterprise.
In India, rural distress stems from rural livelihoods, and its
causes include migration, with temporary migration
increasing social vulnerability. Within the vital rural
discourse, we examine these themes in the context of global
concerns and draw on prior studies to guide our investigation
and to inform our findings. Migration has long been viewed
as both a coping strategy and a driver of rural transformation
in the Philippines. Eshetu et al. (2023) demonstrate that rural
out-migration in Ethiopia enhances household consumption
and food security, supporting the remittance hypothesis.
Nienkerke et al. (2022) showed that integrated farming
systems in India reduce distress migration by stabilizing rural
incomes. Mosse (2018) underscores caste identity as a
persistent determinant of life opportunities in India, while
Nayak and Jatav (2023) apply the Sustainable Livelihood
Security approach to wurban slums, revealing deep
vulnerabilities among marginalized households. Cutter
(2024) traces the evolution of the Social Vulnerability Index
(SoVI) and highlights its utility for disaster preparedness.
Together, these studies emphasize that rural distress is not
merely economic but is deeply embedded in social structures
and migration dynamics. These findings highlight the
importance of institutional and financial support in reducing
vulnerability and enabling livelihood diversification.

» Institutional Credit and Financial Inclusion:

Formal or institutional finance is the backbone of a
country's financial system. The rural economy primarily faces
a lack of finance for rural and agricultural activities.
Historically, zamindars, moneylenders, and financial
institutions have controlled India’s economy. After
independence, Indian policymakers were keenly interested in
the development of the rural economy, as the Indian economy
was largely dependent on rural economic activity. Many
financial institutions and policy instruments emphasize
agricultural development to advance rural development. In
this regard, we examine how the studies are progressing and
the primary concerns of financial institutions regarding the
mitigation of rural distress through financial inclusion. We
incorporate some key studies on this theme. Financial
inclusion is central to rural development. Arun and Kamath
(2015) argue for progressive financial inclusion policies in
India and beyond, while Bhuiyan and Ivlevs (2018) show that
microcredit-enabled entrepreneurship improves financial
security but may also increase psychological stress. Vasquez
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(2020) explores indebtedness among Colombian peasants,
revealing how debt repayment structures reinforce capitalist
expansion in the region. Shaban et al. (2024) documented the
alarming scale of farmer suicides in India, linking them to
entrepreneurial uncertainty and inadequate institutional
responses. These studies highlight both the transformative
potential and inherent risks of institutional credit in rural
economies.

» Climate  Change,  Agriculture, and  Livelihood
Vulnerability:

The Indian economy remains heavily dependent on
agriculture, which primarily provides rural employment, raw
materials for industry, and supports rural infrastructure.
Climate change is one of the most significant challenges
facing the Indian economy because agriculture emits
greenhouse gases, exacerbating global warming and rising
temperatures. Therefore, we need to examine prior studies to
determine how to mitigate climate-related risks and enhance
livelihoods. Climate variability is a major driver of rural
distress in India. Hansen et al. (2018) highlight how
stochastic shocks erode farmer welfare and hinder
investment, while Makate et al. (2022) show that drought
shocks in Ethiopia encourage diversification but reduce
agricultural activity. Jha and Gupta (2021) find that Indian
farmers’ adaptation decisions are shaped by socioeconomic
factors, while Yeleliere et al. (2023) document declining
rainfall and rising temperatures in Ghana. Aleksandrova and
Costella (2021) argue for the integration of social protection
with climate resilience, aligning with the Paris Agreement.
Kapruwan et al. (2024) assessed resilience in the Himalayas
and found that smallholders were more adaptable than
pastoralists. These studies collectively emphasize that
institutional credit must be climate-sensitive to effectively
mitigate rural vulnerabilities.

» Economic Development and Welfare Perspectives:

Constitutionally, India is a democratic and socialist
country. The constitution facilitates political engagement
from the bottom to the apex institution, thereby integrating
financial and policy effectiveness from a developmental
perspective. The Finance Commission and PRI institutions
have robust financial mechanisms to accelerate rural
economic development. From this perspective, we draw on
prior studies to examine how welfare policies mitigate rural
distress. The theoretical contributions provide a broader
context for rural distress. Bergh (2021) revisits New Welfare
Economics, emphasizing its role in poverty relief. Fleurbaey
and Zuber (2021) proposed fair utilitarianism as a framework
for measuring welfare and inequality. Cooper et al. (2023)
introduce new approaches to welfare measurement, including
life-satisfaction scales and well-being frameworks. Lucas
(2023) critiques government discount rate choices, while
Donadelli et al. (2021) link rising temperatures to reduced
R&D expenditure and increased welfare costs. These
perspectives highlight the intersection of welfare economics,
environmental change, and financial policies in shaping rural
development outcomes.
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» Policy Innovations and Case Studies:

In the Indian economy, good governance is foundational
to economic development. In rural development, most social
groups do not meet their basic needs; hence, the government
has introduced numerous schemes to enhance the rural
economy. Some schemes directly address rural distress and
enhance universal income; accordingly, we incorporate
government schemes, and the observed success rates enhance
public utility and mitigate social vulnerability. Recent case
studies illustrate these practical interventions. Trivedi et al.
(2023) evaluated India’s PMUY program, showing how
machine learning can improve LPG refill targeting. Chao
(2024) and Sangha et al. (2020) explore family farming and
Indigenous land-based opportunities as strategies for climate-
resilient food systems. Datta et al. (2024) highlighted the
vulnerabilities of Himalayan Forest communities, while
Schoneveld and Weng (2023) proposed value network
approaches to agrifood chains. These studies provide valuable
insights into how institutional credit and policy design can
mitigate rural distress and promote inclusive development.
The literature reveals that the complex interplay of migration,
climate shocks, social inequalities, and institutional structures
shapes rural distress. While institutional credit has expanded
significantly, its effectiveness depends on integration with
social protection, climate resilience, and inclusive policies.
This study builds on these insights by examining the
evolution of institutional credit in India over time, assessing
its role in alleviating distress, and identifying gaps in
inclusivity and sustainability.

» Research Gap

Despite the extensive literature on rural development,
financial inclusion, and poverty alleviation, several gaps
remain in the Indian economy. Previous studies have paid
limited attention to the integration of institutional credit into
livelihood resilience. Most studies focus either on credit
expansion or rural vulnerability, but few examine how
institutional credit directly mitigates distress and enhances
resilience to climatic and social shocks. While aggregate data
show significant growth in loans issued and outstanding,
there is insufficient analysis of how these trends vary across
states, farmer categories, and marginalized groups in India.
Existing research often emphasizes commercial banks,
leaving the contributions and challenges of cooperatives and
RRBs poorly understood. Much of the literature highlights
the quantitative expansion of credit but neglects issues of
repayment capacity, indebtedness, and the long-term
sustainability of rural financial systems. Few studies have
integrated economic, social, and environmental perspectives
to provide a comprehensive understanding of rural distress,
particularly in the context of climate change and migration.

» Research Objectives

e To analyze the role of institutional credit in alleviating
rural distress, and to examine trends in credit
disbursement and outstanding loans

o To evaluate the institutional contributions of cooperatives,
SCBs, and RRBs in addressing rural credit needs and
highlight strengths/weaknesses
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e To evaluate the effectiveness of government initiatives
(KCC, JAM scheme) in improving rural households’
access to institutional credit

e To identify structural barriers and propose tailored
interventions, such as climatic shocks, social inequalities,
and small landholdings, that continue to limit the
effectiveness of institutional credit in the region

II1. RESEARCH METHODOLOGY

This study adopts a mixed-method approach, combining
secondary data analysis with conceptual synthesis, to
examine the role of institutional credit in addressing rural
distress in India. The methodology is structured around the
following components: Data Sources: Reports from the
Reserve Bank of India (RBI) and the National Bank for
Agriculture and Rural Development (NABARD) were used
to collect annual data on loans issued and outstanding by
cooperatives, scheduled commercial banks (SCBs), and
regional rural banks (RRBs). Government databases, such as
data.gov.in, provide information on Kisan Credit Card (KCC)
accounts issued to farmers between 2014-15 and 2022-23.
Published literature from peer-reviewed journals and policy
reports was reviewed to contextualize rural distress, financial
inclusion, and livelihood vulnerability. We quantitatively
analyzed yearly data on institutional credit disbursements and
outstanding loans to identify growth patterns, institutional
contributions, and structural shifts in rural financing. The
relative roles of cooperatives, SCBs, and RRBs are examined
to highlight their respective strengths and weaknesses. In
addition to government initiatives, such as the KCC scheme
and JAM trinity, the effectiveness of these initiatives in
expanding financial inclusion and reducing dependence on
informal credit was assessed. Finally, insights from the
literature review were synthesized to connect -credit
expansion to broader issues of rural vulnerability, including
climate change, migration, caste, and social inequality.
Quantitative data were used to establish empirical trends in
the expansion of regional credit. Qualitative insights from the
literature were integrated to explain the structural causes of
rural distress and the potential of institutional credit as a
transformative tool. This study adopts an interdisciplinary
lens, combining economics, social policy, and development
studies to provide a holistic understanding of rural distress.
This study primarily focuses on agriculture and allied
activities, recognizing their centrality to rural livelihoods.
Data are limited to institutional sources and may not fully
capture informal credit dynamics, which are significant in
rural India. The analysis is at the macro-level, emphasizing
national trends rather than micro-level household surveys;
however, insights from the literature help bridge this gap.

» Research Questions:

e How has institutional credit for agriculture and allied
activities evolved in India from 1990-91 to 2023-24?

e What is the relative contribution of cooperatives, SCBs,
and RRBs in addressing rural credit needs?

e To what extent has the Kisan Credit Card (KCC) scheme
improved rural households’ access to institutional credit?
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e What structural barriers (climatic shocks, social
inequalities, small landholdings) continue to limit the
effectiveness of institutional credit in the region?

» Conceptual Framework

Rural distress in India arises from a confluence of
economic, social, and environmental factors, including small
landholdings, reliance on informal credit, climatic shocks,
and social inequalities. Institutional credit, offered through
cooperatives, Scheduled Commercial Banks, and Regional
Rural Banks, plays a transformative role in mitigating rural
distress. Expanding access to affordable finance reduces
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dependence on moneylenders and supports livelihood
diversification and resilience, thereby complementing
government initiatives such as the Kisan Credit Card and
JAM Trinity. However, the efficacy of institutional credit
depends on its quality, inclusiveness, and sustainability. The
increase in outstanding loans underscores the risks associated
with indebtedness, while the uneven implementation of
initiatives such as the Kisan Credit Card (KCC) scheme
highlights existing structural barriers. Consequently, the
framework positions institutional credit as both a catalyst for
rural development and a potential source of vulnerability if
not managed inclusively. The components of this framework

are as follows:

Inputs (Determinants of Rural Distress)

0 d
landholdings, low
productivity)

Climatic shocks (droughts,
floods, variability)

Social inequalities (caste,
gender, marginalization)

cooperatives/RRBS)

Interventions (Institutional Credit Mechanisms)

E-governance initiatives
(JAM, DBT)

Social protection linkages
(MGNREGA, PM-Kisan)

Loans issued by SCBs,
cooperatives, and RRBs

Kisan Credit Card scheme.

Processes (Mediating Factors)

VIV a OIUCE
en, marginalized
groups)

’ Integration with climate-
resilient practices

Affordability and repayment

U
capacity wom

= J
(coverage, awareness,
adoption)

Outputs (Immediate Outcomes)

d cU dU c
investment and
diversification

Outcomes (Long-Term Impacts)

- . - Sustainable rural ; ;
Livelihood security Reduced rural distress development Inclusive economic growth

Expanded financial
inclusion.

Reduced dependence on

Increased credit availability informal moneylenders

Through the conceptual framework, we are now proceeding with data analysis to examine the expansion of institutional credit
in the agricultural sector. Through this, we present a trend analysis of RBI and NABARD data (Tables 1 and 2) and year-wise
comparisons of loans issued and outstanding, as well as Kisan Credit Card accounts.

V. DATA ANALYSIS
Our study reveals that the transformation of the Indian economy, especially in the agricultural sector, requires such financial
support. This support comes from various sources within the financial institutions. In accordance with the research questions, we

proceeded with the data to support our research objectives.

Table 1: Institutional Credit for Agriculture and Allied Activities (X Crore)

Year Loans Issued by Different Banks
Co-operatives SCBs RRBs Total
1990-91 4819 4676 335 9829
1994-95 9876 7408 1083 18366
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1999-00 25678 16350 2985 45013
2004-05 45009 48367 11927 105303
2009-10 63497 188253 34640 286390
2014-15 138470 604376 102483 845329
2015-16 153295 642954 119261 915510
2016-17 142758 799781 123216 1065755
2017-18 150321 871080 141216 1162617
2018-19 152340 954823 149667 1256830
2019-20 157367 1070036 165326 1392729
2020-21 190682 1194704 190012 1575398
2021-22 243220 1415964 204180 1863363
2022-23P 236349 1676529 242286 2155163
2023-24P 242008 2023749 282878 2548635

Source: 1. Reserve Bank of India 2. National Bank for Agriculture and Rural Development (NABARD).

Table 1 presents the progress of agricultural credit in India through different banks. Data show that loans issued for agriculture
and allied activities increased from 39,829 crore in 1990-91 to over 325,48,635 crore in 2023-24. This reflects a nearly 260-fold
increase over three decades. The table shows the dominance of Scheduled Commercial Banks (SCBs). SCBs have accounted for
more than 80% of total disbursements in recent years. Their share rose sharply after 2004-05, coinciding with financial sector
reforms and government-led credit-expansion programs. Although cooperatives and RRBs contributed significantly in the early
1990s, their relative shares declined over time. By 2023-24, cooperatives accounted for less than 10% of total disbursement,
highlighting structural weaknesses in cooperative credit institutions. While institutional credit has expanded dramatically, rural
distress persists due to structural issues, small landholdings, climatic shocks, and social inequalities. SCBs dominate the volume,
but cooperatives and RRBs remain crucial for local access. Strengthening these institutions is essential for inclusive financial

penetration in rural areas.

Table 2: Institutional Loans Outstanding for Agriculture and Allied Activities (X Crore)

Year Loans Outstanding
Co-operatives SCBs RRBs Total
1990-91 10531 17032 1753 29316
1994-95 16810 20920 3009 40738
1999-00 41950 33442 5991 81383
2004-05 78822 95519 16709 191050
2009-10 59791 315436 46282 421509
2014-15 154287 683969 112604 950860
2015-16 156121 814841 133401 1104363
2016-17 226698 668109 153416 1048223
2017-18 184396 924084 171301 1279781
2018-19 178820 995114 197432 1371365
2019-20 187262 1012858 209505 1409625
2020-21 200615 1842028 234786 2277429
2021-22 230604 2025721 257174 2513499
2022-23 252550 2348975 286648 2888173
2023-24 265418 2767346 319881 3352645

Source: Reserve Bank of India and National Bank for Agriculture and Rural Development

Loans outstanding are a form of delayed payment system in which borrowers are unable to repay on the maturity date. This is
a crucial concern for rural livelihoods and vulnerability. Table 2 presents the status of outstanding loans across Indian banks. From
1990-91 to 1999-2000, outstanding loans increased from 329,316 to ¥81,383, indicating rising indebtedness. 2004-05 to 2009-10:
More than doubled (31,91,050 to ¥4,21,509), reflecting aggressive credit expansion. 2014-15 to 2023-24: Outstanding loans rose
from %9,50,860 to X33,52,645, indicating both increased access and repayment challenges. The table indicates both the expansion
in credit availability and rising indebtedness among rural households. Table 2 shows that SCBs dominate outstanding loans,
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reflecting their aggressive expansion in the rural credit markets. Cooperatives, which were once central to rural finance, now play a
secondary role. The rising outstanding loans suggest increased dependence on institutional credit but also raise concerns about
repayment capacity, debt sustainability, and potential vulnerability to credit shocks.

Table 3: Year-Wise Details of Kisan Credit Card (KCC) Issued by Banks

Year Public Sector Banks Cooperative Banks Regional Rural Banks Total
2014-15 22524560 39091037 11984462 73600059
2015-16 23469789 39165770 12634450 75270009
2016-17 23368309 35882515 12271488 71522312
2017-18 23521236 33494661 12193439 69209336
2018-19 23632381 30414149 12253069 66299599
2019-20 24144682 28938167 12197405 65280254
2020-21 30696058 30183283 12890610 73769951
2021-22 26870864 31131326 13348024 71350214
2022-23 28296021 31344000 13829000 73469021

Source: https://www.data.gov.in/resource/year-wise-details-kisan-credit-card-kcc-accounts-farmers-who-have-been-issued-kcc-

Table 3 presents the adoption of the Kisan Credit Card
(KCC) among Indian farmers to expand agricultural
activities. 2014-15 to 2019-20: Decline from 7.36 crore to
6.52 crore accounts, suggesting stagnation in adoption. 2020-
21: Sharp recovery to 7.37 crore accounts, likely due to the
renewed government focus during COVID-19. 2022-23:
Stabilized at 7.34 crore, showing consistent outreach but
limited growth beyond saturation levels. Historically, the
largest issuers were Cooperative Banks (3.9 crore in 2014-
15), but this number declined to ~3.1 crore by 2022-23. In
total, the KCC scheme issued over 7.3 crore cards by 2022-
23, providing farmers with flexible access to credit.
Cooperative banks are the largest issuers of KCCs, followed
by public sector banks and regional rural banks (RRBs). This
contrasts with loan disbursement trends, in which SCBs
dominate, suggesting that cooperatives maintain a strong
grassroots presence in farmer outreach. The number of active
KCC accounts declined between 2014-15 and 2019-20,
before recovering in 2020-21. This reflects both policy
adjustments and farmers’ changing credit requirements. We
infer that initiatives such as the KCC and JAM have improved
access; however, disparities in utilization and repayment
highlight the need for tailored interventions across regions
and farmer categories.

V. DISCUSSION

This study reveals a complex and evolving relationship
between institutional credit and rural distress in India. The
conceptual framework developed in this study illustrates how
structural determinants, such as climatic shocks, social
inequalities, economic constraints, and institutional gaps,
interact with credit mechanisms to shape livelihood
outcomes. While institutional credit has expanded
significantly over the past three decades, its effectiveness in
reducing rural distress remains uneven and conditional. The
dominance of Scheduled Commercial Banks (SCBs) in credit
disbursement and outstanding loans reflects a centralized
financial architecture that prioritizes volume over inclusivity.
Despite their proximity to rural communities, cooperatives
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and Regional Rural Banks (RRBs) have experienced a decline
in their relative share, raising concerns about grassroots
accessibility. This institutional asymmetry suggests that
credit expansion alone cannot ensure equitable development
unless accompanied by structural reforms and capacity
building. The Kisan Credit Card (KCC) scheme, a flagship
initiative for financial inclusion, has reached over 7 million
farmers. However, fluctuations in account numbers and
uneven adoption across institutions indicate challenges in
awareness, renewal, and institutional outreach. These
findings align with the literature, emphasizing the need for
localized, socially sensitive financial instruments (Arun &
Kamath, 2015; Bhuiyan & Ivlevs, 2018). Rising outstanding
loans signal increased dependence on formal credit but also
raise questions about repayment capacity and debt
sustainability. This echoes the concerns raised by Vasquez
(2020) and Shaban et al. (2024), who linked indebtedness and
entrepreneurial uncertainty to rural distress and farmer
suicides. Moreover, the integration of institutional credit with
climate resilience is limited. Studies by Hansen et al. (2018),
Makate et al. (2022), and Kapruwan et al. (2024) emphasize
that credit mechanisms must be tailored to address climatic
shocks and livelihood wvulnerability. The conceptual
framework reinforces this by positing that climate-sensitive
credit serves as a mediating mechanism essential for
achieving sustainable outcomes. In summary, institutional
credit plays a pivotal role in transforming rural economies;
however, its impact is mediated by accessibility, affordability,
inclusivity, and integration with broader development
strategies. This study calls for a reimagining of rural financial
ecosystems—one that balances scale with sensitivity and
expansion with equity.
VL FINDINGS

Institutional credit for agriculture and allied activities
increased nearly 260-fold between 1990-91 and 2023-24,
reflecting aggressive policy interventions and financial sector
reforms. Scheduled Commercial Banks (SCBs) have emerged
as the primary drivers of rural credit, accounting for
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approximately 80% of loans issued and outstanding in recent
years. Their expansion underscores the centralization of rural
financing in formal banking. Cooperatives, once the
backbone of rural credit in the 1990s, now account for less
than 10% of total disbursements. Despite their grassroots
reach, structural weaknesses and limited capital have reduced
their market share. Regional Rural Banks (RRBs) have grown
steadily but remain secondary players, accounting for
approximately 10% of total loans. Their localized presence is
valuable but is underutilized. Outstanding loans grew from
229,316 crore in 1990-91 to 233,52,645 crore in 2023-24.
This indicates an increased reliance on institutional credit and
raises concerns about repayment capacity and debt
sustainability. Over 7 crore farmers have been issued KCCs,
making it a cornerstone of financial inclusion in India.
Cooperatives lead in KCC issuance, underscoring their
continued importance in grassroots farmer engagement,
despite declining loan volumes. The decline in accounts
between 2014-15 and 2019-20, followed by a recovery in
2020-21, suggests uneven adoption and potential challenges
with renewal, awareness, or accessibility. While SCBs
dominate the volume, cooperatives and RRBs remain crucial
for local access. This imbalance highlights the need to
strengthen smaller institutions to ensure inclusive and
equitable credit distribution. These findings show that credit
expansion alone does not eliminate rural distress. Instead,
they reveal a dual challenge.

VIL CONCLUSION

This study demonstrates that institutional credit has
expanded dramatically in India’s rural economy over the past
three decades, with total disbursements rising from less than
%10,000 crore in 1990-91 to more than 325 lakh crore in
2023-24. Scheduled Commercial Banks (SCBs) have
emerged as the dominant providers of credit, while
cooperatives and Regional Rural Banks (RRBs), despite their
grassroots presence, have seen their relative share decline.
This institutional asymmetry highlights both the strengths and
the weaknesses of India’s rural financial architecture. The
analysis of outstanding loans reveals that while access to
credit has improved, rural indebtedness has also grown
substantially, raising concerns about repayment capacity and
long-term sustainability. The Kisan Credit Card (KCC)
scheme has played a vital role in expanding financial
inclusion, reaching over 7 million farmers. However,
fluctuations in account numbers suggest uneven adoption and
challenges in maintaining consistent engagement with the
content. Overall, the findings underscore that credit
expansion alone is insufficient to eliminate rural distress.
Structural issues, such as small landholdings, climatic shocks,
social inequalities, and dependence on informal credit,
continue to wundermine rural livelihoods. Therefore,
institutional credit must be integrated with broader strategies,
such as social protection, capacity building, and
infrastructural development, to ensure that rural households
not only gain access to finance but also achieve sustainable
economic progress. The study concludes that strengthening
cooperatives and RRBs while enhancing the efficiency and
inclusivity of SCBs is essential for building a balanced and
resilient rural financial ecosystem. Institutional credit, when
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combined with tailored policies and grassroots
empowerment, can transform rural distress into rural
development, thereby contributing to inclusive growth and
improving national prosperity.

POLICY IMPLICATIONS

The dominance of Scheduled Commercial Banks
(SCBs) in rural credit highlights the need for policies that
strengthen cooperatives and Regional Rural Banks (RRBs) to
ensure balanced institutional participation and equitable
access to credit. While credit expansion has been significant,
marginalized groups (smallholders, women, and socially
disadvantaged communities) remain underserved. Tailored
credit products and localized outreach are essential for
bridging these gaps. Rising outstanding loans indicate
increasing indebtedness. Policymakers must integrate credit
expansion with debt management strategies, including
financial literacy, crop insurance, and repayment-support
mechanisms. Institutional credit should be linked with
welfare schemes (MGNREGA, PM-Kisan, and social
security programs) to provide a safety net against climatic and
market shocks in the study area. Government initiatives, such
as Jan Dhan—Aadhaar—Mobile (JAM) and digital banking
platforms, can reduce transaction costs, improve
transparency, and enhance rural households’ access to credit.

FUTURE SCOPE

Household-level surveys can provide deeper insights
into how institutional credit affects livelihood resilience,
repayment behaviors, and social mobility. Future research
should explore disparities in credit access across states, agro-
climatic zones, and caste and class groups to design region-
specific interventions. As climatic shocks intensify, studies
should examine how credit can be structured to support
climate adaptation, including crop diversification, the use of
drought-resistant seeds, and the adoption of renewable
energy. Further investigation is needed on how these
institutions can be revitalized through capacity building,
digital integration, and partnerships with NGOs/SHGs.
Longitudinal studies can assess whether rising credit volumes
translate into sustainable income growth or merely increase
indebtedness. Combining economics, behavioral science, and
policy analysis can yield holistic strategies to address rural
distress that extend beyond financial metrics alone.
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