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Abstract:One of the important elements of rural development is adequate provision of credit 

which helps to attain rapid and sustainable economic development of the tribal population of the 

state. Access to safe, easy and affordable credit by the poor and vulnerable groups is recognized 

as a pre-condition for accelerating growth and reducing income disparities and poverty. Tribal 

people constitute the weakest section of India’s population. The socio-economic development of 

the tribal people can be accelerated through development of entrepreneurship amongst them. 

Entrepreneurship development can only be possible if the adequate credit facilities are provided 

to them from various sources. An explorative study was conducted in Mayurbhanj district of 

Orissa, India. to know the tribal entrepreneurs access to credit with a view to assess their 

knowledge and practice of lending from formal and informal financial institutions This study was 

set out for providing useful information to tribal entrepreneurs regarding various credit facilities 

available, in order to enhance their access to credit. The study also aims at examining the 

factors influencing the access of tribal entrepreneurs to formal credit system. It is revealed from 

the study that credit facilities are not adequate for the tribal entrepreneurs in the district. There 

is variation in interest rates in relation to types of loan by financial institutions. Other informal 

financial institutions charge high rate of interest than formal ones. There is lack of awareness 

among entrepreneurs regarding various rural schemes of credit of formal financial institutions. 

Keywords- Tribal entrepreneur, accessibility of credit facilities, financial institutions 

Nomenclature-SHG-Self Help Group, LAMPS-Large Agriculture Multipurpose society 

*1Corresponding Author: Mr. Ananda Sankar.Mohapatra, Email ID- rabi_lisha@yahoo.com 



International Journal of Research in Management                                                                                 ISSN 2249-5908 

Issue2, Vol. 1 (January-2012) 

Page 102 

 

1. Introduction   

One of the important elements of tribal development is adequate provision of credit. Safe, easy 

and adequate credit facilities, from both formal and informal sources help to attain rapid and 

sustainable economic development of the tribal, the weaker section of the population of the state 

of Orissa, India. Agriculture remains the main source of the economy of tribal people. Around 

70% of the tribal depend upon crop based enterprises and its related occupations for earning their 

livelihood (Datt Tara) [1]. Reserve Bank of India has adopted a multi-agency approach for 

ensuring smooth flow of credit to this sector. Access to safe, easy and affordable credit and other 

financial services by these poor and vulnerable groups, is recognized as a pre-condition for 

accelerating growth and reducing income disparity and poverty (Moni) [2]. The availability and 

access to credit is a major issue in the agriculture development in peasant economies where 

small- scale farmers dominate the agriculture sector (Olubiyo) [3]. Despite the broad 

international accord regarding the importance of access to finance as a decisive poverty 

alleviation tool, it is estimated that globally over two billion people are currently excluded from 

access to financial services (United Nations,2006a)[4]. In most developing countries, a large 

segment of society, particularly low-income tribal people, have very little or no access to both 

formal and semi-formal financial sources. As a consequence, many of them have to necessarily 

depend either on their own or informal sources in an unreasonably high rate of interest payment. 

Since 2005 the Reserve Bank of India has been trying to bring this section of the population 

within the structured and organized financial system (Mohan, Rakesh) [5].Financial inclusion is 

also influenced by specific credit needs of various segments of the society. The demand for 

credit by the people arises for a number of activities such as housing, micro-enterprises, 

agricultural operations and consumption needs (United Bank of India) [6]. Some of the important 

causes of relatively low extension of institutional credit in the rural areas are risk perception, cost 

of its assessment and management, lack of rural infrastructure, and vast geographical spread of 

the rural areas with more than half a million villages, some sparsely populated (Mohapatra 

Prafulla Chandra)[7]. 

 

 



International Journal of Research in Management                                                                                 ISSN 2249-5908 

Issue2, Vol. 1 (January-2012) 

Page 103 

 

1.1. Profile of the study area 

Mayurbhanj district is situated in the northern most point of the state of Orissa in India. This 

study covers the district of Mayurbhanj which is the largest district of the state where the 

concentration of tribal population is the highest (56.6 percent) among the entire 30 district. 

According to 2001 census, the district covers an area of 10418 square kilometers which 

constitutes 6.69 per cent of the state territory. The total population was 22.34 lakhs that 

constitutes 6.08 percent of the state’s total population. Density of population in the district is 213 

per sq. km. as against 236 at the state level. It is a rural based district where the rural population 

constitutes 93 percent as against state average of 85 percent. Mayurbhanj is said to be a land of 

tribals. Out of 62 tribal communities of Orissa, 45 communities are found in Mayurbhanj alone.  

Out of total population of the district, 12, 58,459 belong to ST population which constitutes 56.6 

percent of the total population. Tribal communities the most marginalized and poor social groups 

with over 72% living below the poverty line of the district .They mostly reside in hilly and forest 

regions.  Agriculture is the primary occupation of the tribal. Agriculture in the district is frequently 

affected by recurring droughts and limited irrigation facilities. They normally adopt various types of 

crop based enterprises according to the suitability of soil and climatic conditions of the district. But 

majority of rural poor especially tribal are highly degraded and lack desired financial inputs. 

(Padhi Kishore. C.)[8]. The study was conducted to know the tribal entrepreneurs access to credit 

with a view to assess their knowledge and practice of lending from formal and informal financial 

institutions This study was set out for providing useful information to tribal entrepreneurs in 

agriculture sector regarding various credit facilities available, in order to enhance their access to 

credit. The study also aims at examining the factors influencing the access of tribal entrepreneurs 

to formal credit system.  

1.2. The objectives of the study are as follows: 

 To illustrate the chain of networks available on credit from state to the rural area and its 

system of functioning. 

 To assess the available informal and formal mechanisms existing in the rural areas in 

Mayurbhanj district for the credit facilities and the extent of its utilization by tribal 

agricultural entrepreneurs. 
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 To study the structural constraints of entrepreneur’s access to avail formal credit 

facilities. 

 To recommend suitable measures of strengthening the formal credit provision framework 

by which more and more entrepreneurs can be developed thus enhancing the socio-

economic development of the tribals in the district. 

2. Materials and Methods 

A multistage sampling design was adopted for data collection. The district of Mayurbhanj is 

selected to examine the available credit sources and the constraints to access if any in relation to 

the objectives laid down in this study. Within the district, three Blocks were selected on the basis 

of predominance of tribal population. Further four villages in each Block were chosen. These 

were taken in to account on the basis of their proximity to the block head Quarter and 

concentration of tribal entrepreneurs. A random sample of 15 entrepreneurs from each village 

was taken leading to a total sample of 180 numbers of tribal entrepreneurs in agriculture sector. 

2. 1. Data sources 

Both primary and secondary data are utilized in the present study.   The primary data was 

collected by using the interview schedule, consisting of four parameters i.e. Extent of utilization 

of credit; structural constraints for entrepreneurs; use of informal lending system and 

entrepreneur’s awareness of the schemes. Banking personnel and researchers conducting similar 

studies were consulted for development of questionnaires. The secondary data are collected from 

several published sources such as books, journals, bulletins, reports and publications of 

Government and Research Institution. Consistent with the objective of the study different 

techniques are used for the analysis of the primary data. Data analysis was done after tabulation 

in terms of percentage, based on frequency of response. 

3. Results 

3.1. Demographic characteristics of the Sample  

It is revealed from Table1 that out of the total sample of 180, 156 were male and 24 were 

females. The percentage of male and female respondents to total population under study is 

86.67%, 13.33% respectively. 72.23 per cent of the respondents belong to young age group of up 
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to 30 years. 23.33 per cent of the respondents were middle age group i.e. 30-50 years. Out of the 

total 180 respondents 53.33% were literate and rest 46.67% was illiterates. 45.55% with 

education up to matriculation and only 7.78% have education up to college level.  

Table-1:Demographic characteristics of the Sample 

Demographic 

Characteristics 

Category No. of respondents Percentage (%) 

Sex Male 156 86.67 

Female 24 13.33 

Age Up to 30 years 130 72.23 

30-50 years 42 23.33 

above 50   8 4.44 

Literacy level Illiterate  84 46.67 

Under matriculate  35 19.44 

Matriculate  47 26.11 

College level up to Graduation    14 7.78 

Source: Primary data 

3.2. Extent of Utilization to sources of credit by entrepreneurs  

Table 2 reveals that 92.78% of the respondents had expressed of facing financial problems. 

Regarding source of approach of loan, 37.78% of the respondents expressed that banks are major 

source of credit for them because of easy and in time accessibility. Money lenders were also a 

better source of credit according to 23.33% of respondents. 22.77% of the respondents expressed 

SHGs as a good source of credit. Only 9.44% preferred friends and relatives as a source for their 

financial requirements.17.77% of the respondents had knowledge about bank account. 37.77% 

had accounts in financial institutions. 10.56 % expressed helps provided by bank officials in 

relating to opening accounts in banks. Regarding entrepreneurs mode of access to bank,19.45% 

had direct access,10% accessed by middleman, 13.33% accessed by bank official,7.78% by 

government official,6.67% by SHGs. 15% of the entrepreneurs were Kissan Card holders, 6.67% 

were members of LAMPS,7.78% expressed  Govt. official’s help for sanctioning loan from 

financial institutions.  
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Table-2:Extent of Utilization to sources of credit by entrepreneurs 

Statements  Responses 

Yes Percentage (%) 

Facing financial problem 167 92.78 

Source of approach of loan   

a. Money Lender 42 23.33 

b. Friends &Relatives 17 9.44 

c. Banks  68 37.77 

d. Co-operatives/LAMPS 12 6.67 

e. SHG 41 22.77 

Having Accounts in Financial Institutions 68 37.77 

a. Savings  20 29.41 

b. Loan  48 70.59 

Knowledge about bank account  32 17.77 

Explanation by Bank officials for opening account in Bank 19 10.56 

Entrepreneurs mode of access to Bank   

i. Direct access 35 19.45 

ii. Accessed by middle man 18 10 

iii. By Govt. official 14 7.78 

iv. By Bank Official 24 13.33 

v. By SHG 12 6.67 

Visit of Bank people for extension of credit facilities   

a. Quarterly  12 6.67 

b. Yearly  17 9.44 

c. No visit 6 3.33 

No. of Kissan Card holders 27 15 

Member of LAMPS 12 6.67 

Govt. official’s help for sanctioning loan  14 7.78 

Source: Primary data 
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3.3. Structural Constraints of entrepreneurs’ to access Financial Institutions for credit 

It is revealed from Table 3 that 92.78% of the respondents expressed of facing financial 

problems. 22.78% of the respondents faced problems for getting loan.30% of entrepreneurs 

informed counseling is the important source of information for accessing loan. Counseling by 

bank officials for loan was regarded as a good source of information by 50.91% of the 

respondents. Only 2.78% respondents expressed friends and relatives help in counseling of 

getting loan.73.33% perceived that it was risky in borrowing of loan from Financial Institutions. 

62.22% abandoned loan from Financial Institutions in fear of risk. 37.22% expressed satisfaction 

on credit institutions.35.56% felt the cumbersome service delivery process of formal Financial 

Institutions, 31.11% expressed satisfaction over adequacy of loans.  

3.4. Views of entrepreneurs on constraints in getting loans from different sources. 

It is found from the Table 4 that 64.44% of the entrepreneurs felt the constraint of collateral 

security in availing loan from Money lenders. 91.11% expressed that Money Lenders charged 

very high rate of interest and 80% said that repayment time was short. Credit from Money 

lenders perceived to be comfortable in other variables: timely availability, second loan is 

possible, distance, ethics etc. 

SHGs were one of the convenient and viable sources of credit for entrepreneurs. It is seen from 

the Table that in Mayurbhanj district, entrepreneurs experienced dissatisfaction because of high 

rate of interests charged by SHGs (56.67%).Repayment period was also short as expressed by 

(68.33%) respondents. SHGs were comparatively favorable to entrepreneurs in relation to 

variables of availability of loan, repayment period, distance, working time, ethics etc.  

It is revealed from the Table that 51% respondents felt the cooperatives require collateral 

security for allocating loans. Some of the other constraints they faced (more than 60%) include 

delay in getting loan, short repayment period, working culture of officials, cumbersome 

procedure for obtaining loan etc. 
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Table-3:Structural Constraints of entrepreneurs’ to access Financial Institutions for credit 

Statement Responses 

Yes Percentage (%) 

Facing financial problems 167 92.78 

Face problems for getting loan 41 22.78 

Entrepreneurs getting counseling for loan 55 30.56 

a. Bank official 28 50.91 

b. SHG 19 34.55 

c. Village Head 3 1.67 

d. Friends & Relatives 5 2.78 

Payment of cash/kind for getting loan 23 12.78 

Reason of entrepreneurs not taking loan   

a. No need of a loan 24 13.33 

b. Loan is a burden.  32 17.78 

c. Difficult to get a loan 31 17.22 

d. Unaware about the process of applying for loan 27 15 

Perception of risk in borrowing of loan from FIs 132 73.33 

Abandonment of loan from FIs in fear of risk 112 62.22 

Satisfaction on credit institutions 67 37,22 

Cumbersome service delivery process of formal FIs 64 35.56 

Adequacy of loans 56 31.11 

Source: Primary data 

 

It is found that about 60%   of the entrepreneurs experienced difficulties in getting loan from 

banks which includes collateral security deposit is a pre-condition for accessing loan, un-

availability of loan in time, approaching banks several times, distance of banks from the place of 

living of respondents, working time of the Banks, non-provision of second time loan if first time 

loan is due, too many forms to be filled up etc. But they (more than 70%) feel comfortable with 

regard to rate of interest charged by banks. 
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Table-4:Views of entrepreneurs on constraints in getting loans from different sources  

Constraints Sources of credit 

Money Lenders SHGs Cooperative 

/LAMPS 

Banks 

Yes % Yes % Yes % Yes % 

Individual collateral 

security 

116 64.44 70 38.89 92 51.11 86 47.78 

High interest rate 164 91.11 102 56.67 42 23.33 38 21.11 

Credit not available 

timely 

46 25.56 41 22.78 108 60 97 53.89 

Running several times 34 18.89 24 13.33 130 72.22 150 83.33 

Repayment period is 

short 

144 80 123 68.33 74 41.11 32 17.78 

Lack of opportunity to 

take a second loan 

17 9.44 12 6.67 36 20 40 22.22 

Distance from lending 

institution 

8 4.44 14 7.78 148 82.22 134 74.44 

Working time of the 

institution 

18 10 46 25.56 97 53.89 110 61.11 

Working ethics and 

efficiencies of 

employees of the 

organization 

12 6.67 38 21.11 170 94.44 148 82.22 

Too many forms to be 

filled up 

8 4.44 10 5.56 168 93.33 165 91.67 

Source: Primary data 
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3.5. Use of informal lending system 

It is seen from Table 5 that informal system of loan co-exists with the formal system. Both the 

systems had certain advantages and disadvantages. In case of exigencies and non availability or 

delay in getting loan from the formal sectors, the informal system stood out as a preferred 

alternative on account of its ready-to-access facility. Money lenders and Friends and Relatives 

were two informal sources of credit as expressed by 37.78% and 9.44% of entrepreneurs 

respectively. The disadvantages of getting credit from these two sources include mortgage 

deposit, not getting in single installment, high interest rate, inadequate loan allocation etc. Only 

9.44% of the entrepreneurs expressed the adequacy of finance from informal alternative sources. 

According to 62.22% respondents, mortgage or guarantee for getting loan was required. 63.33% 

expressed that loan amount at one stroke can be obtained. As per 62.22% of the entrepreneurs, 

rate of interest is affordable in informal lending systems. Informal sources charged higher rate of 

interest than banks as expressed by 81.11% respondents. 

Table-5:Use of informal lending system 

Statements Responses 

Yes Percentage (%) 

Entrepreneurs alternative source of finance   

a. Money lenders 68 37.78 

b. Friends and Relatives 17 9.44 

Adequacy of finance 17 9.44 

Mortgage or guarantee for getting loan 112 62.22 

Getting loan amount at one stroke 114 63.33 

Affordable interest rate 112 62.22 

Higher rate of interest than Banks 146 81.11 

Source: Primary data 

 

3.6. Awareness of entrepreneurs on various credit schemes of bank/Government 

       Department 

It is found from Table 6 that the level of awareness of the entrepreneurs about different credit 

schemes was abysmally low. The low levels of awareness were attributed to inadequate 
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extension services by govt. officials and Banks. Because of the presence of Self Help Groups, 

they were better aware of the provision of loan. About 60% of the respondents felt that micro 

credit institutions were better alternative than formal banking system to meet their credit needs. 

Knowledge in opening Bank Account by the Entrepreneur was very poor. Only 31.11% of the 

respondents had knowledge of opening a bank account. Entrepreneur’s Knowledge on various 

credit schemes was very low. Such awareness includes Kissan Credit card (9.44%), Personal 

Accident Insurance Scheme (2.22%), Zero balance A/C (No frill A/C) [2.78%], Land 

development loan (2.22%), Loan for groups/SHG (2.78%). 

Table-6:Awareness of entrepreneurs on various credit schemes of bank/Government 

Department.  

Statements Responses 

Yes Percentage (%) 

Entrepreneur’s Knowledge in opening Bank A/C 56 31.11 

Entrepreneur’s Knowledge on: 

a. Kissan Credit card 17 9.44 

b. Personal Accident Insurance Scheme 4 2.22 

c. Zero  balance A/C(No frill A/C) 5 2.78 

d. Land development loan 4 2.22 

e. Loan for groups/Self Help Groups 5 2.78 

Help of Govt. official in getting loan from Bank 6 3.33 

Visit of Govt. officials for creation of awareness 8 4.44 

Higher rate of interest in others 100 55.56 

Micro finance as better institution 112 62.22 

Source: Primary data 

 

4. Conclusions 

From the above findings it is concluded that credit facilities are not adequate for the tribal 

entrepreneurs in the district. Types of credits taken by entrepreneurs are productive loans mostly 
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used in agriculture purpose such as purchase of seeds, pesticides, farm implements, livestock etc. 

and consumption loans for the purpose of meeting health and social observations.  

The delivery of agricultural credit remains still weak to small and marginal tribal entrepreneurs. 

Despite their prominent contribution to the society with basic survival needs, Tribal 

entrepreneurs are not being given due recognition and support. 

Bankers should come forward to nurture credit facilities to tribal entrepreneurs since the 

innovations that are taking place in the tribal population are many. Because of the indifference 

attitude of banks towards poor tribal folks, micro-finance delivery models have come out as the 

panacea of these problems. Voluntary  agencies, thrift and credit societies, Self-Help Groups 

(SHGs) etc in backward regions help the tribal entrepreneurs to solve the problem of credit to a 

great extent. Each of these innovations offers potential to be replicated for the greater good of 

the poor and the unreached.  

In many cases most of the banks give least importance for credit dispensation to individual 

entrepreneurs due to non-availability of security. Illiteracy poses problem in extension of credit 

to them for which gender sensitization programme is required. Creation of awareness through 

training, formation of SHGs and linkage of the same with banks for women empowerment in 

economic and social levels is the need of the hour. Banks should give priority for SHG bank 

linkage programme and provide timely credit to the women SHGs for income generating 

activities both in Farm and Non Farm sector for their socio-economic development. 

4.1. Recommendations 

 For tribal entrepreneurs, Credit policy to be reformulated to maximize the availability of 

credit. Formal credit institutions should activate micro-enterprise lending system in 

order to mobilize credit and savings of the tribal entrepreneurs. 

 For raising the level of awareness of the tribal entrepreneurs massive programmes about 

availability of loans may be taken up on priority basis. 

 Tribal Entrepreneurs should be informed on the availability of credit services through 
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village meetings and in social gathering or trough mass media such as the radio and 

Television. 

 The procedural details including the cumbersome process of filling forms and other 

requirements of banks need to be simplified so as to emerge as the single largest 

productivity-oriented source of credit for tribal entrepreneurs. 

 SHGs are to be assisted with better finance with low interest rates of repayment to work 

as a viable source of finance for tribal entrepreneurs. 

 Bank has to develop different service facilities to respond to farmers needs. Extension of 

mobile banking facilities in certain remote areas should be extended by the banks.  

 To avoid default in repayment and the future income flows, acceptable loan period 

should be formulated by formal institutions mutually with tribal entrepreneurs, instead of 

implementing the pre-fixed repayment period. 

 Realistic finance for different crops and adjustment of it on a regular basis should be 

fixed up to take-care of the price changes and requirements of inputs based on new 

technologies and development.  

 There is an urgent need for making 'no frill accounts' fully functional, through 

awareness, by the involvement of Government and Banking sectors.  

 Cooperatives, entrepreneurs associations or other forms of group should be strengthened 

to supervise and administer the credit programmes at the local level.  

 Formal credit institutions should deliver easy and timely credit to tribal entrepreneurs at 

their doorsteps, not insisting security, which will benefit the agricultural production at 

large.  

 Banks should appoint adequate number of employees especially in rural branches on a 

priority basis. 
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