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ABSTRACT 
The unavailability of financial resources to farmers in the developing countries is one of the major constraints to increase 
farm production. The importance of agricultural credits, especially from the institutional sources, is widely recognized as 
affective tool to enhance agricultural productivity. Keeping in mind the effective role of timely availability of financial 
capital to the farmers; this study was designed to analyze the impact of short term credit scheme of Zarai Tarraqiati Bank 
Limited on farm production. The study was carried out in four villages of district Karak in 2005-06. The main findings of the 
study suggest that short term agricultural credit by Zarai Tarraqiati Bank has positive effects on wheat, gram and livestock 
production. Based on the encouraging response of the farmers towards credit porgramme and timely repayment by he 
farmers, it is recommended that for increasing production per unit area in the area, ZTBL should expand the short term credit 
programme and increase the credit limits so that large number of farmers could benefit from the credit programme of the 
bank.  
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INTRODUCTION 
Pakistan is an agro-based developing country 
where agriculture plays an important role in the 
economy.Agriculture absorbs 45 percent labor 
force and shares 23 percent to the GDP of Pakistan. 
The growth rate of agriculture was 4.03 percent 
during 2004-05 (Govt. of Pakistan, 2005). The 
rural population accounts for almost 68 percent of 
the total population (UNDP, 2006) which directly 
or indirectly depends on agriculture for their 
subsistence. The development of agriculture has 
direct influence on the improvement of 
socioeconomic life of the rural inhabitants. 
Previous studies show that agricultural credit has 
played a key role in improving socioeconomic 
conditions of rural people through increased farm 
production (see for example, Richard, 1990; 
Khandker and Faruqee, 2000). 
 
Majority of the farmers in rural areas are 
smallholders. The number of progressive and well-
off farmers in each village is too small. The large 
proportion of small farmers often lack capital to 
timely finance inputs, which adversely affects their 
farm production. The provision of loans to the 
farmers for financing variable inputs is important 
for increasing agricultural production per unit area.                 
 
Like other developing countries, there are two 
types of financial institutions for agricultural 
credits in Pakistan; formal and informal (Zeller and 
Sharma, 1998). The formal credit sources in 
Pakistan include Zarai Tarraqiati Bank Limited 
(ZTBL), other commercial banks, cooperatives and 
microfinance institutions (MFIs). ZTBL is leading 
agricultural credit source in Pakistan. In the supply 
of credit from the organized creditors, there are 

only minor differences with respect to the upper 
credit limits and the security demanded. 
 
ZTBL was established in 1964 as Agricultural 
Development Bank of Pakistan (ADBP). The Head 
Office is located in Islamabad which is supported 
by 29 regional offices with a network of 213 
branches throughout the country.  There are two 
branches of ZTBL in district Karak located in 
Karak city and Banda Daud Shah. The ZTBL loan 
disbursement and recovery record of the last five 
years (2000-2005) in district Karak is provided in 
Table I (ZTBL, district Karak, 2005). 
 
The ZTBL generally grants two types of loans; 
medium-term loans (development loans) for 
procurement of the capacity effective inputs and 
short-term loans (seasonal loans and production 
loans) in order to finance variable inputs (Inayat, 
2007:36). 
 
Short-term credit plays an important role in 
agricultural development through increasing small 
farm productivity and income of the farmers. Short 
term loan is normally sanctioned at the start of the 
growing season. The amount of the loan disbursed 
depends upon the size of land possession by the 
beneficiary. The credit can be availed against 
personal surety or security of agricultural land. The 
limit of agricultural loans against two credits 
worthy sureties acceptable to the bank in lieu of 
mortgage of land is Rs. 100,000. Bank can accept 
agricultural land as security on the basis of 
realizable value / forced value, instead of accepting 
only agricultural land as security on the basis of 
market value (State Bank of Pakistan, 2003).  
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Repayment of Credit  
The ZTBL provides credit to the farmers with the 
condition to repay the amount along with the 
interest on the total amount borrowed. The 
borrower is legally binding to repay as he provides 
guarantee in the form of land collateral or personal 
guarantors to the credit institutions. The repayment 
time starts after the first harvest (six month). The 
repayment amount includes the premier amount 
along with the interest rate on the total amount. The 
interest rate, which is determined by the State Bank 
of Pakistan, is 9% of the total amount for the whole 
period of credit. The total amount however has to 
be repaid in installments. The number of 
installments depends on the amount of the credit 
taken (Inayat, 2007: 91).  
 
It has normally been observed that the repayment 
trend is not so satisfactory in case of agricultural 
loans. In case of no repayment, however, the credit 
providing institution takes legal actions against the 
defaulters which finally lead to confiscation and 
auction of the collateral land. In case of the regular 
repayment, the bank has the policy to relax 1 – 2 % 
of the mark up. This trend is helpful for 
encouraging the farmers to repay in time (Inayat, 
2007: 91).  
 
The ZTBL agricultural credit disbursement and 
recovery statistics are given in Table I. The table 
shows that for a period of five years (2000-2005), 
ZTBL disbursed Rs. 3.8 million in district Karak. 
For the said period, the bank recovered Rs. 5.5 
million. This shows encouraging trend of the credit 
recovery mechanism in district Karak 
(ZTBL,district Karak, 2005).    
 
The aim of this study was to analyze the 
disbursement- recovery mechanism of agricultural 
short-term credits of ZTBL in district Karak and to 
find out the effects of these loans on farm 
production. The study also attempts to explore the 
difficulties being experienced in attainment of the 
agricultural credits in the area.  
 
 MATERIALS AND METHODS 
The study was carried out in 2005-06 in four 
villages of district Karak. The villages were 
selected on the basis of maximum frequency of 
credit beneficiaries in these villages in the district. 
The villages included for the study are Tappi 
Karak, Metha Khel, Ahmad Abad and Dabb. The 
total number of credit beneficiaries in these villages 
during the study period was 150 out of which 50 
percent (N = 75) were taken as main sample.  The 
selection of the farmers was, however, made 
randomly. Data was collected through 
questionnaire method. A standardized 
questionnaire was used to collect qualitative as well 
as quantitative information from the field.  

RESULTS AND DISCUSSION 
The descriptive analysis of the short term credit 
scheme by ZTBL in district Karak is elaborated in 
this section. Emphasis has been given to credit 
disbursement, the impact of credit on the farm 
production in the area, its influence of household 
income and recovery of the credit.  
 
Amount of Credit Disbursed by ZTBL 
The amount disbursed by ZTBL in the area for the 
year 2005 is presented in Table II. The table shows 
that a total amount of Rs. 1351600 was disbursed 
among 75 beneficiaries. Thus the average amount 
per person was Rs. 18021. The table further 
explains that the maximum number of beneficiaries 
(28) was found in village Metha Khel who attained 
an average of Rs. 12496, which is the minimum per 
head in all villages. This shows that the amount of 
credit decreases with the increase in the number of 
borrowers, perhaps due to limited amount of funds 
sanctioned for different villages.  
 
Utilization of Credit for Agricultural Purposes 
Data in Table III shows the percent distribution of 
farmers who utilized credit for agricultural 
purposes. The table elaborates that 81 percent of 
the respondents used credit for the required purpose 
whereas the remaining 19 percent used it for other 
non-farm purposes like construction, health and 
wedding purposes etc. The trend of credit 
utilization in the villages has been quite 
satisfactory.  
 
Effect of Credit on per Acre Yield in the Area  
The major crops grown in the area are wheat and 
gram. The effect of credit on wheat yield is shown 
in Table IV. The table shows that credit has 
positive effects on wheat production in the area. 
The table further depicts that the average wheat 
yield in the area was 416 kg per acre before short 
term credit programme by ZTBL. But after 
attaining credit from the bank, the average wheat 
yield in the area was increased to 510 kg per acre. 
Thus 23 percent increase was recorded in the area. 
The maximum increase in wheat yield (27%) 
occurred in Tappi Karak. Similarly increase in 
wheat yield in other villages was also recorded (for 
details, please see table IV). 
 
Similarly, the table shows that there was an average 
increase of 47% in per acre yield of gram after 
receiving the credit from ZTBL. The data also 
reveals that maximum increase of 59% was 
observed in Ahmad Abad followed by 55% in 
Tappi Karak, 22% in Dabb and 20% in Metha Khel 
area respectively. 
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Effect of Credit on Livestock Production in the 
Area 
Livestock plays an important role in supplementing 
a household’s income in rural areas. Majority of the 
respondents in the area kept different kinds of 
livestock. Table V represents the livestock situation 
in the area before credit and increase in livestock in 
the wake of credit programme of ZTBL. The table 
elaborates that the credit intervention has positive 
effects on livestock situation in the area. Poultry is 
an important home based micro enterprise 
maintained by the rural households. As a result of 
the credit intervention by ZTBL, 56% increase has 
occurred in poultry in the area. Similarly, 76% 
increase occurred in goats, 33% in cows and 26% 
in buffaloes. This increase in the number of 
livestock has resulted positive effects on increase in 
a household’s income.   
 
Effect of Credit on Household Income of the 
Sample Respondents 
Data in Table VI indicates the average income of 
household before and after availing of short term 
credit from ZTBL. On the average, 24% increase in 
income occurred in all villages. The maximum 
increase was observed in village Dabb as 42% 
followed by 32% in Ahmad Abad. Similarly, 
increase in income occurred in other villages as 
well (see Table VI). 
 
Recovery of Loan by ZTBL in the Area 
Recovery of credit is essential for the effective 
continuation and further implementation of the 
credit programme. The Table VII indicates the 
recovery status of the short term credits by ZTBL 
in the area. The table clearly shows that 84% 
respondents repaid credit in time. Only 16% 
respondents returned credit after the required time. 
Some factors such as poor economic conditions, 
flood disaster, and insect attacks in the area, were 
the main reasons for delay in repayment of the 
credit.  
 
Overall Response of the Farmers about the Credit 
Programme   
The qualitative data from the farmers shows an 
encouraging trend of ZTBL short term credit in the 
area. Majority of the farmers were satisfied with 
the behaviour of the bank staff with the credit 
applicants. Their cooperation and proper 
facilitation had encouraged farmers to apply for the 
credit. However, few respondents were not 
satisfied with the credit disbursement mechanism. 
They complained that bank staff provides credit to 
influential farmers. There was slight variation in 
farmers view in response to the question, how many 
days did the credit disbursement process take? 
Majority of the farmers reported that the credit was 
granted within reasonable number of days. 
However, some farmers, who were actually small 

and poor farmers, responded that they received 
credit after undue delays because the bank staff 
gave priority to applications of the influential 
farmers and those who had offered bribes to the 
bank staff.     
 
However, large proportion of farmers was satisfied 
with the availability of credit to them. They further 
added that the timely availability of finances to 
them had positive effects on their socioeconomic 
conditions through increased production in their 
farm.  
 
CONCLUSIONS AND RECOMMENDATIONS 
This study has presented a case study of effects of 
short term loans of ZTBL in district Karak. The 
study concludes that short term credit of Zari 
Tarraqiati bank has positive effects on the 
production per unit area. The credit provided the 
farmers with a financial base to purchase different 
variable inputs such as certified seed, fertilizers, 
pesticides and modern agricultural equipments. For 
majority of the small farmers in the area, wheat, 
gram and livestock are the important farming end 
product which have influence on household’s 
income. The credit programme of ZTBL has 
positively effected the production of the important 
crops and livestock in the area.  
 
The study concludes that the availability of credit 
to small farmers has improved production per unit 
area. However, the study finds that the amount 
available to the farmers was not enough to fully 
meet the requirements of the farmers. Furthermore 
the credit amount was not sufficient to entertain all 
the applicants positively. Most of the potential 
farmers, who were credit worthy, turned out to be 
unsuccessful due to unavailability of the credit 
amount anymore.  
 
Based on the findings of the study, some 
recommendations are made as follow:  
i. The farmers in the area, in general, have 

positive attitude towards utilization of 
credit, but cannot derive maximum 
benefits due to the low credit limits by the 
bank. Therefore, the ZTBL should 
increase credit limit to the borrowers to 
increase production per unit area, 

ii.  To avoid undue hurdles in the application 
process, the ZTBL should facilitate the 
farmers and introduce a one window 
operation to make the loans easily 
available to the farmers, 

iii.  The bank monitoring team should 
regularly interact with the successful 
borrowers to ensure proper utilization of 
credit at the farm, 

iv. ZTBL should avoid the hard-to-meet pre-
conditions of the credit programme, which 
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most of the small farmers cannot comply 
with, ZTBL should widen the network of 
MCOs not only to collect the credit after 
due time, but to create awareness among 

the farmers, and to facilitate them about 
the proper procedure of application for 
different type of credits. 

 
Table I   Five year record of disbursement and recovery by ZTBL in district Karak 

Years Disbursement 
(Rs. in Million) 

Percent Recovery 
(Rs. in Million) 

Percent 

2000-2001 1.77 46.09 1.35 35.15 
2001-2002 1.53 39.83 1.72 31.04 
2002-2003 0.112 2.91 0.994 17.94 
2003-2004 1.01 26.30 1.02 18.41 
2004-2005 0.415 10.81 0.457 8.247 
Total 3.840 100 5.541 100 

Source: ZTBL, District Karak, 2005 
 
Table II   Amount of credit disbursed by ZTBL in the area during the year 2005 

Vilages Total Amount 
(Rs) 

Total number of 
Respondents 

Mean 

Tappi Karak 509800 20 25490 

Metha Khel 349900 28 12496 

Ahmad Abad 195500 15 13033 

Dabb 296400 12 24700 

Total 1351600 75 18021 

Source: Field Survey 
 
Table III   Percent distribution of sample respondents who properly utilized credit 

Credit Utilized for Agricultural Purposes? Villages 

Yes Percent No Percent Total Respondent 

Tappi Karak 15 75 5 25 20 

Metha Khel 22 79 6 21 28 

Ahmad Abad 13 87 2 13 15 

Dabb 11 92 1 8 12 

Total 61 81 14 19 75 

Source: Field Survey  
 

Table IV   Effect of credit on per acre yield in the area 
1 Wheat Yield (kg/acre) Gram Yield (Kg/Acre) 

Villages Before 
Credit 

After Credit % Increase Before 
Credit 

After Credit % increase 

Tappi Karak 410 522 27 220 340 55 

Metha Khel 406 492 21 100 120 20 

Ahmad Abad 476 589 22 280 425 59 

Dabb 370 446 20 90 110 22 

Average 416 510 23 173 254 47 

 Field Survey 
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Table V Effect of credit on livestock production in the area 
Number of Livestock in the Area  

Livestock 
Before credit After credit %  Increase 

Poultry 300 468 56 
Goats 110 194 76 
Cows 45 60 33 
Buffaloes 20 26 26 

Source: Field Survey 
 
Table VI   Effect of credit on household income (Rs. per Annum)    

Villages Income of the household 
(before credit) 

Income of the household 
after credit 

Change (%) Total 

Tappi Karak 29202 33526 15 20 
Metha Khel 27564 32137 17 21 
Ahmad Abad 24580 32479 32 15 
Dabb 14138 20071 42 12 
Average 23871 29553 24 75 
Source: Field Survey 

 
Table VII     Credit recovery by ZTBL in the area 

Villages Recovery 
in time 

Percent Recovery after 
time 

Percent Total 

Tappi Karak 17 85 3 15 20 
Metha Khel 24 86 4 14 28 
Ahmad Abad 12 80 3 20 15 
Dabb 10 83 2 17 12 
Total 63 84 12 16 75 

Source: Field Survey 
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