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Abstract

In India, agriculture is the primary profession contributing to the country’s economic
development. The Tenth Five-Year Plan encouraged organic farming in a significant way,
recognizing the growing global demand for organically produced food and the premium
prices they command. India remains a relatively low chemical fertilizer-using country,
particularly in rain-fed regions, the northeastern states, and hill areas. This scenario
provides India with a strong opportunity to expand organic food production for both
domestic consumption and exports. In this context, the government has actively promoted
the use of organic fertilizers by converting farm waste and municipal solid waste into high-
quality compost or manure. Organic farming has been instrumental in protecting human
health, improving soil fertility, and ensuring sustainability. Commercial Banks and
Regional Rural Banks have also stepped forward to provide financial support for organic
farming. These institutions assist farmers in transitioning from conventional to organic or
sustainable farming systems under certification by approved agencies. Investment credit is
also extended for farm design, infrastructure development, and management in organic
farming practices. In recent years, banks have emerged as crucial stakeholders in financing
organic farming, thereby supporting sustainable agricultural transformation. This research
article throws light on the role of banks in financing organic farming with special reference
to Tamil Nadu.
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1. INTRODUCTION

Agriculture has always been the backbone of Tamil Nadu’s
economy, contributing significantly to food security, rural
employment, and livelihood sustainability. However, in recent
decades, the overdependence on chemical fertilizers, pesticides,
and water-intensive farming practices has resulted in soil
degradation, groundwater depletion, and loss of biodiversity.
Farmers in regions like the Cauvery delta, western Tamil Nadu,
and drought-prone districts such as Ramanathapuram and
Sivagangai face serious challenges in sustaining agricultural
productivity. Against this background, organic farming emerges
as a viable alternative that can restore ecological balance while
ensuring food safety and sustainable income generation. Organic
farming emphasizes natural methods of cultivation by avoiding
chemical inputs and adopting eco-friendly techniques such as
crop rotation, green manuring, composting, and biological pest
control. For Tamil Nadu, where both small and marginal farmers
constitute a major share, organic farming offers multiple
advantages — lower input cost, better soil health, and access to
premium markets where demand for organic products is steadily
growing. Moreover, Tamil Nadu has a rich tradition of
indigenous agricultural practices that naturally align with the
principles of organic farming. Institutional credit plays a crucial
role in encouraging farmers to adopt organic farming.
Commercial banks, cooperative banks, and regional rural banks
have started extending financial support for organic cultivation,
certification, and marketing. Government schemes such as
Paramparagat Krishi Vikas Yojana (PKVY), National
Programme for Organic Production (NPOP), and the Tamil Nadu
Organic Certification Department provide further assistance to
farmers.

Organic farming in Tamil Nadu

Organic farming is an eco-friendly agricultural method that
avoids the use of chemical fertilizers, pesticides, and genetically
modified inputs. It was first popularized by Sir Albert Howard,
known as the father of organic farming, who emphasized
sustainable and nature-based practices. Unlike conventional
farming that relies heavily on synthetic inputs, organic farming
in Tamil Nadu encourages natural processes, recycling of farm
wastes, and biodiversity conservation. In Tamil Nadu, organic
farming has gained momentum particularly in districts like
Erode, Coimbatore, Thanjavur, Villupuram, Thiruvannamalai,
Namakkal, and Dindigul, where farmers have started adopting
sustainable practices both for domestic consumption and export
markets. The state government, through the Tamil Nadu Organic
Certification Department (TNOCD), promotes and certifies
organic farms, ensuring credibility and quality for farmers and
consumers.

Key practices of organic farming in Tamil Nadu include:

e Crop Rotation and Mixed Cropping: Farmers in
Villupuram and Cuddalore follow multi-cropping with
paddy, pulses, and groundnut to maintain soil fertility.

e  Use of Bio-fertilizers and Green Manure: Vermicompost,
farmyard manure (FYM), and green manures like sunhemp
are widely used in Erode and Thanjavur delta regions.

e Biological Pest Control: Neem oil, Trichoderma, and
natural predators are employed to manage pests in vegetable
and turmeric cultivation in Coimbatore and Erode.

e  Mulching and Soil Moisture Conservation: Coconut and
banana plantations in Pollachi region follow mulching
techniques to conserve water.

e Integrated Nutrient Management (INM): Use of organic
manures along with mineral-grade rock phosphate
supplements nutrient supply sustainably.

The benefits of organic farming in Tamil Nadu are:

e Improved soil fertility and structure, especially in drought-
prone districts like Dharmapuri.

e Enhanced biodiversity by encouraging native seed varieties
and traditional farming methods.

e  Growing consumer demand for organic products in Chennai,
Coimbatore, and Madurai markets.

e Export potential for organic turmeric, cotton, and bananas,
which Tamil Nadu farmers are increasingly tapping into.

Thus, organic farming in Tamil Nadu not only promotes food
safety and nutritional quality but also aligns with sustainable
rural development and environmental conservation. It provides
farmers with an alternative to chemical-intensive practices while
meeting the rising demand for safe, eco-friendly produce.

Need for the study

The rapid increase in population has made it imperative to adopt
organic farming practices to ensure food security while
safeguarding the environment. With conventional farming
methods leading to soil degradation, loss of biodiversity, and
increased health hazards due to chemical residues, a natural
balance needs to be maintained at all costs for the existence of
life and property. Organic farming, therefore, emerges as a
sustainable alternative that not only protects human health but
also enhances the fertility of soil and preserves ecological
balance. Organic farming has been playing a significant role in
minimizing the negative impacts of chemical-intensive
agriculture by encouraging natural nutrient cycles, biological
pest management, and eco-friendly farming techniques. This has
led to growing consumer demand for organic products, both
domestically and globally, creating opportunities for farmers to
enter premium markets. Commercial Banks and Regional Rural
Banks have recognized the importance of this transition and have
stepped forward to provide financial support to farmers. These
institutions assist in converting conventional farms into organic
farms by offering credit facilities, loans, and subsidies under
organic certification programs approved by accredited certifying
agencies. Investment credit is directed towards developing farm
designs, purchasing organic inputs, and adopting efficient farm
management practices aligned with organic principles.
Moreover, government schemes and policy incentives are also
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complementing the banking sector in promoting organic
farming, thereby ensuring farmer empowerment, rural livelihood
generation, and long-term sustainability of agriculture. Against
this backdrop, the present research article attempts to analyze the
credit inflow by banks to organic farming with special reference
to Tamil Nadu, highlighting the role of institutional finance in
supporting sustainable agricultural transformation.

METHODOLOGY

The present study is based on both primary and secondary data.
Primary Data Collected from selected farmers engaged in
organic farming through a well-structured questionnaire and
field survey. Respondents were interviewed personally to obtain
reliable information on credit facilities, farming practices,
constraints, and perceptions. Secondary Data Collected from
published and unpublished reports of Commercial Banks,
Regional Rural Banks, NABARD, Department of Agriculture,
Government of Tamil Nadu, District Statistical Handbook,
books, annual reports, and various research studies related to
organic farming. A multi-stage random sampling method was
adopted. In the first stage, Erode district was purposively
selected as it has considerable organic farming activities,
particularly in turmeric, banana, and coconut cultivation. In the
second stage, five blocks from Erode district were selected. In
the final stage, a random sample of farmers practicing organic
farming from each block was taken. The total sample size for the
study is 150 farmers, proportionately distributed across five
blocks of Erode district.

Sampling Design

Table 1: Sample Size of Farmers Selected in Different Blocks of Erode District

SI. No Block Name Sample Size
1. Modakurichi 30
2. Bhavani 30
3. Gobichettipalayam 30
4. Perundurai 30
5. Sathyamangalam 30
Total 150

In this research study, a simple random sampling method has
been adopted. Simple random sampling of 50
borrowers/beneficiaries was interviewed and responses were
collected. From each taluk bank a sample of 10 borrowers have
been selected randomly. While selecting the borrowers, it was
kept in view the beneficiaries from different age groups/Income
level / Education level/land holding/borrowing and utilization of
credit.

OBJECTIVES OF THE STUDY

1. To study the status of organic farming in Erode district,
Tamil Nadu.

2. To analyze the socio-economic profile of organic farmers.

To assess cost, returns, and profitability of organic farming.

4. To examine farmers’ awareness and perceptions of organic
farming.

5. To identify constraints and challenges in adoption.

(%)

6. To suggest policy measures for promoting organic farming.

Hypotheses of the Study

1. There is no significant difference in the socio-economic
characteristics of organic farmers across different blocks of
Erode district.

2. Organic farming is economically more viable than
conventional farming in terms of cost and returns.

3. Farmers’ level of awareness significantly influences the
adoption of organic farming practices.

4. Access to institutional credit has a positive impact on the
extent of organic farming.

5. Major constraints such as lack of market facilities, high
certification cost, and limited government support hinder the
expansion of organic farming.

Techniques of Analysis

The data collected from primary and secondary sources were

systematically classified, tabulated, and analyzed using both

descriptive and inferential statistical tools.

e Descriptive Statistics such as averages, percentages, and
ratios were used to study the socio-economic characteristics
of farmers and farming practices.

e Chi-square test was applied to examine the association
between socio-economic factors and adoption of organic
farming.

e  Garrett Ranking Technique was employed to identify and
rank the major problems faced by organic farmers.

e Cost and Return Analysis was carried out to compare the
economic viability of organic and conventional farming.

e Regression Analysis was used to assess the influence of
factors such as credit, awareness, and extension services on
organic farming adoption.

Limitations

1. The study is confined only to Erode district of Tamil Nadu,
and therefore, the findings may not be generalized to the
entire state or country.

2. The study is based on a sample of 150 farmers, which may
not fully capture the diverse conditions and practices of all
organic farmers in the region.

3. The study relies on farmers’ responses through interviews
and questionnaires, which may involve recall bias or
subjective opinions affecting data accuracy.

Need of Organic Farming

1. Soil Health Protection: Organic farming improves soil
fertility, structure, and microbial activity by avoiding
harmful chemicals.

2. Sustainable Agriculture: It ensures long-term productivity
and environmental balance, reducing dependency on
synthetic inputs.

3. Health and Nutrition: Produces chemical-free, safe, and
nutrient-rich food for consumers.

4. Environmental Safety: Reduces water, soil, and air
pollution by minimizing pesticide and fertilizer use.
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5. Market Demand: Growing consumer preference for
organic products creates better income opportunities for
farmers.

6. Climate Change Mitigation: Organic practices enhance
carbon sequestration and reduce greenhouse gas emissions.

Financing for Organic Farming in Tamil Nadu

Purposes

Financing support for organic farming in Tamil Nadu is designed

to help farmers adopt sustainable practices and reduce

dependency on chemical-based cultivation. The credit assistance
will serve the following purposes:

1. To assist farmers in converting conventional farms into
certified organic farms under the guidance of approved
certifying agencies recognized in Tamil Nadu.

2. To provide investment credit for preparing a farm design and
developing appropriate management practices during the
crucial initial conversion period of two years.

3. To utilize the assessed financial limit for the production and
incorporation of organic inputs, including bio-fertilizers,
bio-pesticides, vermicompost, farmyard manure (FYM), and
compost prepared from fruit and vegetable waste available
across Tamil Nadu.

4. To cover certification charges and training expenses related
to organic farming through institutions like the Tamil Nadu
Organic Certification Department (TNOCD).

5. To extend additional short-term crop loans through the
Kisan Credit Card (KCC) scheme for meeting seasonal
production needs of organic farmers.

Eligibility

The following categories of farmers in Tamil Nadu are eligible

to access financing for organic farming:

1. Individual or group farmers who own a minimum of 4 acres
of irrigated land or 10 acres of dry/rainfed land (or its
equivalent).

2. Joint Liability Groups (JLGs) actively engaged in crop
production activities within the state.

3. Farmers who have applied for organic farming registration
with certified agencies in Tamil Nadu (such as TNOCD)
may also be considered, subject to completion of registration
and verification formalities.

Impact of Credit Inflow of Banks to Organic Farming in
Tamil Nadu Erode District

Analysis

The analysis of the study reveals that credit inflow from banks
has played a significant role in supporting the growth of organic
farming in Erode district. Access to institutional finance has
enabled farmers to shift from conventional farming to organic
cultivation by meeting expenses related to certification, organic
inputs, and farm management. The availability of credit,
particularly through Kisan Credit Card (KCC) and term loans,
has encouraged small and medium farmers to invest in bio-
fertilizers, vermicomposting units, and other sustainable inputs.
This research article examines the extent of credit facilities

provided by banks to organic farming in Tamil Nadu. The
observations are based on a field survey of 50 sample
beneficiaries who received loans from commercial and
cooperative banks in Erode District. The analysis is divided into
two sections:

e Section I: Socio-economic profile of the beneficiaries.

e Section II: Utilization of credit and borrowing patterns.

Section I: Socio-Economic Profile of the Beneficiaries
Sample Borrowers

A simple random sampling method was adopted to select
borrowers from five major blocks of the Erode district. Ten
respondents from each block were selected, making a total
sample size of 50.

Table 2: Sample Borrowers Interviewed

Blocks (Erode District) No. of Borrowers
Bhavani 10 (20)
Modakurichi 10 (20)
Perundurai 10 (20)
Sathyamangalam 10 (20)
Gobichettipalayam 10 (20)
Total 50 (100)

Source: Survey Data
Note: Figures in brackets represent percentages.

Table 3: Age-wise Classification of Borrowers

Blocks (Erode) Upto45 | 45-60 Above 60 Total
Bhavani 7(70) 3(30) 0 10
Modakurichi 6 (60) 4 (40) 0 10
Perundurai 5(50) 3 (30) 2 (20) 10
Sathyamangalam 8 (80) 2 (20) 0 10
Gobichettipalayam 7 (70) 2 (20) 1(10) 10
Total 33 (66) 14 (28) 3(6) 50 (100)

Source: Survey Data
Note: Figures in brackets represent percentages.

The majority (66%) of respondents were below 45 years,
indicating that younger farmers are more engaged in adopting

organic farming practices.

Table 4: Education Level of Borrowers

Blocks IlliteratePrimary|High School-PUC |Degree & Above
Bhavani 1(10) | 3(30) 5(50) 1(10)
Modakurichi 0 2 (20) 6 (60) 2 (20)
Perundurai 2(20) | 1(10) 6 (60) 1(10)
Sathyamangalam 0 3 (30) 6 (60) 1(10)
Gobichettipalayam| 1 (10) | 1(10) 8 (80) 0
Total 4(8) |10(0) 31 (62) 5(10)

Source: Survey Data
Note: Figures in brackets represent percentages.

A large proportion (62%) of farmers had high school level
education, showing better awareness of farming techniques.
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Table 5: Landholding Pattern of Borrowers

Up to 2.5 acres | 2.5-5 acres | Above 5 acres

Blocks l()Marginal) (Small) (Large) Total
Bhavani 2 (20) 6 (60) 2 (20) 10
Modakurichi 1(10) 7(70) 2 (20) 10
Perundurai 1(10) 6 (60) 3 (30) 10
Sathyamangalam 0 8 (80) 2 (20) 10
Gobichettipalayam 1 (10) 6 (60) 3(30) 10
Total 5(10) 33 (66) 12 (24) 50

Source: Survey Data
Note: Figures in brackets represent percentages.

The majority (66%) of the farmers were small farmers (2.5-5
acres).

Section II: Utilization of Credit

Table 6: Utilization of Loan

Type of Farming Fully Utilised Partially Utilised Total
Conventional 25 (71.43) 10 (28.57) 35
Organic 10 (66.67) 5(33.33) 15
Total 35 (70) 15 (30) 50

Source: Survey Data
Note: Figures in brackets represent percentages.

Chi-square test = 0.111 (df = 1), significant at 5%. Hypothesis
accepted — full utilisation of organic loans is rare due to lower
yields and higher risks.

Table 7: Demand for Loan

Farming Type High Demand Low Demand Total
Organic 2 (20) 8 (80) 10
Conventional 35(87.5) 5(2.5) 40
Total 37.(74) 13 (26) 50

Source: Survey Data
Note: Figures in brackets represent percentages.

Demand for loans is high for conventional farming. Organic
farming loan demand remains very low.

Table 8: Borrowing of Funds

Farming Type Increase Decrease Total
Conventional 38 (95) 2 (5 40
Organic 2 (20) 8 (80) 10
Total 42 (84) 8 (16) 50

Source: Survey Data
Note: Figures in brackets represent percentages.

Borrowings for organic farming are while

conventional farming dominates.

declining,

Major Findings

1. The majority of loans are still directed towards conventional
farming in the Erode district.

2. Only 15 farmers (30%) fully or partially utilised loans for
organic farming.

3. Younger farmers (below 45) are more interested in organic
farming, but lack incentives.

4. Demand for organic loans is low, reflecting low profitability
and high risk.

5. Borrowings for organic farming are declining, showing a
need for better policy and bank support.

Suggestions

1. Expand marketing facilities for organic produce through
regulated markets and e-NAM platforms.

2. Increase credit flow to organic farmers with lower interest
rates.

3. Provide certified labeling through Tamil Nadu Organic
Certification Department (TNOCD) to boost consumer
confidence.

4. Organise awareness camps and training by banks and
agricultural universities.

5. Ensure fair pricing for organic products to encourage
farmers.

6. Develop soil health programs and link organic farming with
dairy and livestock to ensure input availability.

CONCLUSION

Organic farming in Tamil Nadu is eco-friendly and sustainable,
but credit inflows are still skewed towards conventional farming.
Farmers hesitate to adopt organic practices due to lower yield,
scarcity of organic inputs, and weak market linkages. However,
organic farming offers long-term benefits such as reduced
groundwater pollution, soil fertility enhancement, and
biodiversity conservation. Banks and government institutions
must strengthen financial support, certification systems, and
market linkages to make organic farming more attractive and
viable in districts like Erode.
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