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Chapter 6- Rural Development 

 

 

Rural development: Key issues - credit and marketing - role of cooperatives; agricultural 

diversification; alternative farming - organic farming 

 

1. Introduction: 

Rural development is the comprehensive socio-economic process to develop the areas that are lagging behind 

the overall development of the village economy. 

   Or 

Rural development is an action plan for the economic and social upliftment of rural areas. 

 

Objectives of rural development:  

1. Increasing productivity of agricultural sector.  

2. Generating alternative means of livelihood in rural sector.  

3. Promoting education and health facilities in the rural areas.  

 

2. Dimensions and issues in Rural Development: 

The dimensions or key issues of rural development constitute of those areas in which a village economy 

generally lagging behind in comparison to its counterparts. The challenging issues of rural development in 

India are as follows. 

• Development of human resources 

• Land Reforms 

• Development of productive resources 

• Infrastructure development 

• Measures for poverty alleviation 

 

3. Rural Credit: 

Meaning: Credit  is  an  agreement  in  which  the  lender  supplies  the  borrower  with  money  ,  goods  and 

services in return for the promise of future payment. 

 

4. Need of Credit in rural economy: 

In rural areas credit is needed due to the following reasons: 

• To realize higher productivity in agriculture and non-agriculture sector. 

• The time gestation between   crop sowing and realization of income after production is too long, so 

farmer has to borrow to meet his initial investment. 

• The rural agriculture is dependent upon marginal and subsistence farming by the millions  of  small  

farmers  who  are  not  in  a  position  to  save  for  productive purposes due to low output. 

 



5. Sources of Credit: Rural credit comprises of the followings 

Formal/Institutional lending System: 

• Credit by commercial banks  

• Credit by Regional Rural Banks (RRB’s) 

• Credit    by    Land    Development    Banks(LDB’s) 

• Credit extended by NABARD 

• Credit by Cooperatives 

• Micro credit involving SHG linkage 

• Credit by Micro Finance Institutions 

• Credit extended by banks through govt. employment generation programmes like SGSY 

 

Informal/Non -institutional System: 

• Credit extended by friends 

• Credit extended by relatives 

• Credit by money lenders 

• Credit by traders 

 

6. Agricultural Marketing: 

• Meaning: The  process  of  assembling,  storage  , processing  ,  transportation,  packaging  ,  grading 

and distribution of agricultural commodities is called agricultural marketing 

 

• Functions of agricultural market: 

❖ Collection of surpluses from the individual farmers 

❖ Transportation to nearest assembling centre 

❖ Grading and standardization 

❖ Pooling 

❖ Processing 

❖ Warehousing 

❖ Packing 

❖ Transportation to the consuming centers 

❖ Bringing the buyers and sellers together 

❖ Sale to the ultimate consumers 

❖ Arranging requisite finance for the above purposes 

 

• Need of agricultural marketing in India: 

Agricultural marketing is needed due to the following reasons 

❖ To give a better price of the produce to the farmer 

❖ To link the farmer directly to the consumers by avoiding intermediaries 

❖ To minimize wastage 

❖ To save the farmers against exploitation and cheating from the traders 

 

• Measures taken by the govt. to improve agricultural marketing: 

❖ Govt. regulated the  markets 

❖ Govt. made provision of physical infrastructures like roads, railways, warehouses, godowns, 

cold storage etc. 

❖ Govt. establishes cooperatives to realize fair prices 

❖ Govt. assured the farmers through Minimum Support Prices (MSP) 

• Problems of agricultural marketing in India 

❖ Predominance of private traders 

❖ Improper warehouses 

❖ Lack of grading and standardization 

❖ Inadequate 

❖ transport facilities 



❖ Presence of large number of intermediaries 

❖ Malpractices in unregulated markets 

❖ Inadequate market information 

❖ Inadequate credit facilities 

 

       

Alternative agricultural marketing channels in India: 

Some of such marketing systems are briefly given below - 

❖ Group Marketing: Group marketing includes, joint planning, funding, implementation, 

pricing, sharing risk equally in the marketing and reaping the benefit of collective bargaining. 

❖ Cooperative Marketing: This system is pursued on the principle of “self help by mutual help” 

❖ Direct Marketing: Farmers come into direct contact with the consumers and receive the 

payment directly from the consumers. This system is prevailing in many parts of the country 

viz., 

(i) Apni Mandi: In Punjab and Rajasthan 

(ii) Rythu Bazrs: In Andhra Pradesh 

(iii) Uzhavar Santhaigal: In Tamil Nadu 

(iv) Raithara Santhegalu : In Karnataka 

❖ Contract  Farming: Contract  farming,  is  a  type  of  farming  wherein  the  industry  or 

perspective  buyer  enters  into  a  contract  with  the  farmer  and  promises  to  buy  the  

farmer’s produce at a pre-negotiated price under pre-negotiated conditions. 

 

8. Role of co-operatives: 

Cooperatives played a vital role in rural development. These are as follows. 

• Main aim  of  the  cooperative  was  to  get  the  poor  and  indebted  farmers  out  of  poverty and and 

out from the clutches of money lenders. 

• Within short span of time, role of cooperatives extended beyond agricultural credit. 

• It started covering activities such as production, farming, marketing and processing. 

•  Cooperatives provide credit to the farmers, the most needed thing in the farming. 

• Apart from this  cooperatives  help  farmers  by  providing  top  quality  fertilizers,  seeds, insecticides, 

pesticides etc at reasonable price. 

•  Farmers also get  marketing,  warehousing  facility  and  transportation  support  from  the 

Cooperatives. 

• Service   cooperative societies help the poor   and marginal farmers   with  tractors, threshers etc on 

rent. 

• Rural  cooperative  societies  are  now  entering  into  real  estate,  power,  insurance,  health Care and 

communication sector.  

9. Diversification in agriculture activities:It has the two aspects: 

1. Diversification of crop production refers to a system of multiple cropping rather than mono cropping. It 

may also mean a shift from subsistence farming to commercial farming. 

It has the three advantages: 

(i) It lowers the risk of farmer on account of failure of monsoon. 



(ii) It enhances the scope for commercialisation of farming. 

(iii) Minimise the market risk arising due to price fluctuation. 

2. Diversification of productive activities implies a shift from crop farming to non-farming areas of 

employment. Non-farm areas of employment include. 

(i) Animal husbandry. 

(ii) Fisheries. 

(iii) Horticulture. 

(iv) Cottage and household industry. 

(v) Information technology-every village a knowledge Centre 

It has following advantages: 

1. Reduce the risk from agriculture sector. 

2. Provide ecological balance. 

3. Provide sustainable livelihood option to people living in village. 

• Need of agricultural diversification: 

a. There is greater risk in depending exclusively on agriculture 

b. To provide productive sustainable livelihood options to rural people 

c. Agriculture is seasonal in nature– to give employment to the people throughout the year. 

d. To overcome poverty and other tribulations by providing sustainable employment in rural 

areas 

• Merits of agricultural diversification: 

❖ A combination of crops is expected to utilize more fully the properties of soil than does 

concentration, year after year on one crop. 

❖ Rotation of crops facilitates reduction of weeds. 

❖ It make possible to grow more than one crop in a year in the same field where it would be 

impossible to plant and harvest the same crop. 

❖ It also facilitates breeding of live stock which feeds on the residue of crops , providing 

additional source of income to the farmers in the form of milk ,meat, wool and fuel. 

❖ It creates a sustainable employment opportunity in village economy. 

❖ It enables the farmer to spread his risk. 

❖ It enables the farmer for a sustainable source of income throughout the year. 

 

• Some of the important agricultural diversifications in India 

❖ Animal Husbandry 

❖ Operation Flood (White Revolution): 

❖ Fisheries (Blue Revolution): 

❖ Horticulture (Golden Revolution) 

 

10. Alternative livelihood Options: 

      IT will play a critical role in achieving sustainable development and food security in the twenty-first 

century. 

- To prevent or reduce the likelihood of an emergency by predicting the areas of food 

insecurity and vulnerability   

- To disseminates information regarding emerging technologies and its applications, prices, 

weather and soil conditions for growing different crops etc.  

- It has ushered in a knowledge economy. 

- Have the potential of employment generation in rural areas.  
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Important Questions: (1 Mark Questions): 

1. What is rural development? 

2. What is ‘Golden Revolution’? 

3. Write two instruments to safeguard the interests of farmers by the government. 

4. What is cooperative marketing? 

5.  What do you mean by ‘Operation Flood’? 

6. What do you mean by micro credit programmer. 

7.  Define no institutional sources of agricultural credit. 

8. What is agricultural marketing? 

9.  Mention two limitations of rural banking. 

10. Name two institutional sources of agricultural credit. 

11.  Which state has an efficient implementation of milk cooperatives? 

12. When was NABARD established? 

13. What is sustainable development? 

14. SHG’s are____ 

a. None 
b. Self Higher Group 
c. Social Help Group 
d. Self Help Group 

15. Which is the apex institute at national level which provide re-finance facilities to institutions 

engaged in providing rural credit  

a. NBAARD 
b. DABARD 
c. NABADR 
d. NABARD 

16. An academy called _______ for rural prosperity has been established  

e. Janta Tata National Virtual Academy 
f. Jamshedji Tatron National Real Academy 
g. Jamshedji Tata Net Virtual Academy 
h. Jamshedji Tata National Virtual Academy 

17. Mention any two non-farm activities which should be developed in rural areas.  

18. Why is rural development important in India?  
19. Why does a farmer need risk management and insurance?  
20. What is contribution of marine and inland sources to total fish production? 

Short Answer Type Questions [3/4 marks]: 

21. Give two basic objectives of the cooperative credit societies. 

22. Explain the importance of self help groups (SHG’S) in rural areas 

23.  Why is state intervention necessary to regulate the activities of private traders in the rural 



agricultural sector? 

24. How has horticulture encouraged Indian rural development?  

25. Is it possible to develop information technology as an alternate livelihood option? Give reasons. 

26. Why does Indian farmer need credit?  

27. Why were alternate marketing channels set up?  

28. Why has rural banking not able to give adequate credit to farmers?  

29. What do you understand by   

(i) MSP (Minimum selling price)     (ii) Buffer stock?  

(iii) PDS (Public distribution system)      (iv) SHG (Self help group)  

30. Explain three non-farm areas of employment for rural population.  
31. sWhy is it important to develop proper storage facilities in rural areas?  
32. Explain the importance of self help groups (SHGS) in rural areas.  
33. What do you understand by the term ‘distress sale’? 

Long Answer Type Questions [6 marks] : 

34. What do you mean by agricultural diversification? Why is it required?  

35. What steps have been initiated by the government to improve agricultural market system in 

India? 

36. What are the functions and weaknesses of cooperative credit societies?  

37. What do you understand by the term rural development? What are the key issues of  rural 

development?  

38. Explain how animal husbandry, fisheries and horticulture are a significant source of  

 sustainable livelihood in rural areas.   

39. Explain the types of credit taken by formers for different purposes. Bring out the 

 significance and implications of non institutional credit. 

40. How are credit and marketing significant for the progress of agriculture?  
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