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PREFACE

Rural Banking Micro-Finance System in Assfam 1; ,?CI;
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CHAPTER -1

INTRODUCTION

'"Microfinance' or 'micro credit finance' means 'very small'
or 'little' amount of finance provided for poor rural people in
particular, to tide over their poverty and make them
economically viable.

"Micro finance is the supply of loans, Savings and other
basic financial services to the poor." (CGAP)

A summit convened in Washington in Feb. 1997, defined
the microfinance "as a programme to the poor for providing
credit aiming at their self-employment and business etc."
James Wolfenson, the President of World Bank, himself says
in its favour. As the financial service of micro finance usually
involve small amount of money-small loans, small savings,
etc. The term microfinance’ helps to differentiate these services
from those which formal banks provide.

RBI defines "micro credit" as provision of thrift, credit
and other financial products of very small amount to the poor
in rural, semi-urban enabling them to raise their income level
and improve living standard and such credit institutions are
those which provide these facilities.

Micro Finance Services in India :
. A range of institutions in public sector as well as private




14 Rural Banking Micro-Finance System in Assam

sector offers the microfinance services in India. They can be
broadly categorized into two categories namely, formal
institutions and informal institutions. The former category
comprises of Apex Development Financial Institutions,
Commercial Banks, Regional Rural Banks, and Cooperative
‘Banks that provide microfinance services in addition to their
general banking activities and are referred to as microfinance
service providers. On the other hand, the informal institutions
that undertake micro finance services as their main activity
are generally r.eferred to as Micro Finance Institutions (mFlIs).
While both private and public ownership are found in the case
of formal financial institutions offering microfinance services
the mFIs are mainly in the private sector. ,

Micro Finance Service Providers :
The microfi

bank.ing Sector in the rural areas com
of District leve]
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private microfinance industry in the context of prevailing legal
and regulatory environment for private sector rural and

microfinance operators.

The Emergence of Private Microfinance Industry :

The microfinance initiative in private sector can be traced
to the initiative undertaken by Ms.Ela Bhat for providing
banking services to the poor women employed in the
unorganised sector in Ahmedabad City of Gujarat State. Shri
Mahila SEWA (Self Employed Women's Association) Sahakari
Bank was set up in 1974 by registering it as a Urban
Cooperative Bank. Since then, the bank is providing banking
services to the poor self-employed women working as
hawkers, vendors, domestic servant etc. As on March 2010,
the bank had a membership of 67,000. The deposit and loan
portfolio stood at Rs 1050.49 million (§ 22.83 million) and
Rs 466.69 million ($ 10.14 million) respectively. Though the
bank is making profit, yet the SEWA bank model has not been
replicated elsewhere in the country.In the midst of the apparent
inadequacies of the formal financial system to cater to the
financial needs of the rural poor, NABARD sponsored an
action research project in 1987 through an NGO called
MYRADA. For this purpose a grant of Rs. 1 million ($22,222)
was provided to MYRADA for an R&D programme related
to credit groups. Encouraged by the results of field level
experiments in group based approach for lending to the poor,
NABARD launched a Pilot Project in 1991-92 in partnership
with Non-governmental Organisations (NGOs) for promoting
and grooming self help groups (SHGs) of homogeneous
members and making savings from existing banks and within
the existing legal framework. Steady progress of the pilot
project led to the mainstreaming of the SHG-Bank Linkage
Programme in 1996 as a normal banking activity of the banks
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with widespread acceptance. The RBI set the right policy
environment by allowing savings bank accounts of informal
groups to be opened by the formal banking system. Launched
at a time when regulated interest rates were in vogue, the banks
were expected to lend to SHGs at the prescribed rates, but
RBI advised the banks not to interfere in the affairs of SHG
management, particularly on the terms and conditions on
which the SHGs disbursed loans to their members. The
uniqueness of the microfinance through SHG is that it is a
partnership based approach and encouraged NGOs to
undertake not only social engineering but also financial
intermediation especially in areas where banking network was
not satisfactory. The rapid progress achieved in SHG
formation, which has now turned into a women empowerment
movement across the country, laid the foundation for
emergence of mFIs in India. Firm data regarding nurnber of
MFIs operating in the country is not available, An attempt to
create an information base opn micro finance institutions
operating in 13 microfinance intense States was made in2008
under "NABARD GIZ Rural Financial Institutions

Programme" (RFIP). Micro Finance Institutions operating in
the 13 microfinance intense States were advised to send their
Tresponses to a standardized questionnaire. 786 MFIs responded
to the questionnaire as detailed in Table 1. 1, about 120 MFIs
working in the North-East was not covered under the survey.

Rural Banking Micro-Finance System in Assam
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1.1 - State-wise position of mFIs (2008-09)
%l)el?\/IFls in India can be broadly sub-divided into three

categories of organizational forms. Categqry vyise number 9f
MFlIs, which responded to the questionnaire, is appended in

the Table 2.Table —
No are
'S\| . State of o
MFls

1 Andhra 484 62
Pradesh

2 Bihar 44 6

3 Gujarath 8 1

4 Jharkhand 1 0

S Karnataka 20 3

6 Kerala 18 2

7 Madhya 14 2
Pradesh

8 Maharashtra 15 2

9 Orissa 28 4

10 Rajasthan 18 2

11 Tamil Nadu 101 13

12 Uttar S 1
Pradesh

13 West Bengal 30 4
Total 786 | 100
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1. 2- Legal form-wise number of MFIs

Type of MFI No | Share | Legal acts under which
registered

Mutual Benefit MFis

Cooperatives 3 0 |State Cooperative
Societies Act

Mutually Aided 445 57 | Mutually Aided

Cooperative Societies Cooperative Societies
Act enacted by the State
Governments.

Sub total 448 57

Companies

Non Banking Financial 24 3 Indian Companies Act,

Companies 1956
The Reserve Bank of
India Act, 1934

Section 25 Companies 9 1 |Section 25 of the Indian
Companies Act, 1956

Sub Total 33 4

NGO-MFls

Societies 199 | 25 [societies Registration
Act, 1860 or similar
Provincial Acts.

Trusts 106 | 13 |indian Trust Act, 1882

Sub total 305 39

| Totals 786 | 100
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total outstanding loan portfolio was Rs.41, 417
millizgz ($ 900 millions) as on March, 2008. The MFI sector
is extremely polarized in terms of numbers and loan volume(i
Company MFIs which formed 4% of the total MFIs accounte
for 67% of the total loans outstanding. Mutual Bene?t MFIs
which formed 57% of the total MFIs accounted fo.r‘ 7% of the
total loan outstanding. Similarly, NGO-MFIs which formed
39% of the MFIs accounted for 25% of the total loan
outstanding.

NG(’)I"I?;:?eI:re a large number of NGOs that have undertaken
the task of financial intermediation. Majority of these NGOs
are registered as Trust or Society. .Many NGQs have also
helped SHGs to organise themselves into t:edf:ratlons and these
federations are registered as Trusts or Somet.les. Many of the.se
federations are performing non-.ﬁn'ancxal. a}rfd fina‘n.mal
functions like social and capacity building ac}1v1t1es, facilitate
training of SHGs, undertake in.ternal audit, prc?mote new
groups, and some of these federations .are.engaged. in ﬁn.anc.:lal
intermediation. The NGO mFIs vary significantly in their size,
philosophy and approach. There.forfa these NGOs are
structurally not the right type of institutions for undertaking
financial intermediation activities, as the byelaws _°f these
institutions are generally restrictive in allowing any
commercial operations. These organisations by their charter
are non-profit organisations and as a result face se\{eral
problems in borrowing funds from higher financial institutions.
The NGO mFIs, which are large in number, are still outside
the purview of any financial regulation. These are the

institutions for which policy and regulatory framework would
need to be established.

Non-Profit Companies as mFIs:
Many NGOs felt that combining financial intermediation
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with their core competency activity of social intermediation
is not the right path. It was felt that a financial institution
including a company set up for this purpose better does
banking function. Further, if mFIs are to demonstrate that
banking with the poor is indeed profitable and sustainable, it
has to function as a distinct institution so that cross
subsidisation can be avoided. On account of these facto.rs,
some NGO mFIs have set up a separate Non-Profit Companies
for their microfinance operations. The mFI is prohibited from
paying any dividend to its members. In terms of Reserve Bank
of India's Notification dated 13 January 2000, relevant
provisions of RBI Act, 1934 as applicable to NBFCs will not
*apply for NBFCs licensed under Section 25 of Companies
Act, 1956, provided it lends credit not exceeding Rs. 50,000
($1087) for a business enterprise and Rs. 1, 25,000 ($2717)
for meeting the cost of a dwelling unit to any poor person,
and not accepting public deposits.

Mutual Benefit MFIs:

The State Cooperative Acts did not
framework for emergence of busine
managed and controlled by the m
development. Severa] State Gove
the Mutually Aided Co-op
enabling promotion of se|
Societies based on thrift

provide for an enabling
§s enterprises owned,
embers for their own
mments therefore enacted
erative Societies (MACS) Act for
f-reliant and vibrant co-operative
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mFIs:

ror Il:Il:rfitBanking Financial Compa.nies (NBFC) are
companies registered under C.ompan.les Act, 1956 anc:
regulated by Reserve Bank of Ind.la. Earlier, NBFC}S were 1;0
regulated by RBI, but in 1997_.1t was made: obh.gatori/i for
NBFCs to apply to RBI for a certificate of registration an Noz
registration with RBI, NBFCs were to .have mlmmumb e
Owned funds of Rs 2.5 million and this am.ount has ;{:g;
gradually increased to Rs 20.0 million w.e.fApril 21, 1999. :
introduced a new regulatory framework for those Nl?FCs ‘Z]'O
want to accept public deposits. All the NBFCs acc.eptmg Itm ar:g
deposits are subjected to capital ‘adequacy requiremen fs ;
prudential norms. Many mFIs view NBFCs more pr; egre
legal form and are aspiring to be NBFFZS but they areI inding
it difficult to meet the requirements stipulated by RBL

ital Requirements : . _
Cap;\IGQ-n('llFIs, non-profit companies' mFls, and mutual

mFIs are regulated by the specific Act und\?r which

316;:3 Zte registered and not by the .Rfeserve Bar.lk of Ind.la. The:e
are. therefore, not subjected to mirimum capital requlr;men S,
dential norms, etc. NGO mFIs to becom.e NBFCs are
f;;uired to have a minimum entry capital requirement of Rs.
20 million ($ 0.44 miliion)1. As r§gards prudential n;rms,
NBFCs are required to achieve Ca.plté?l aflequacy of 15 0o (w.
e. f. March 31, 2012) and maintain liquid assets of 15% on

public deposits.

i ent: <
o re;%:eilg ie:\t;:;unent by way of equity is permitted in NBFC
mFIs subject to a minimum investment of $500,000. In view
of the minimum level of investment, only a few .NBFCS are
reported to have been able to raise the foreign 1.nves‘tment.
However, a large number of NGOs ope.:ratlng. in the
development/empowerment of poor are receiving foreign fund
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by way of grants.

Not for profit mFIs are barred :

) Not for profit mFIs are barred by the Reserve Bank of
India, from mobilising any type of savings. Mutual benefit
mFIs can accept savings from their members. Only those
NBFC.s h’olding a valid Certificate of Registration with
ZUthor.lsatlon to accept Public Deposits can accept/hold public
b:g(:is;tsﬂaNBch~ authorised to accept/hold public deposits
shoul ds ving minimum stipulated Net Owned Fund (NOF)

also comply with the directions such as investing part

Of ﬂle ﬁlnds in li . . . )
. quid assets,
issued by the Bank. maintain reserves, rating etc.

BorrOWings .

o thi?r“z;lly’ bulk of the funds required by mFIs for onlending
for A .;fﬂ“‘s Was met by apex institutions like National Bank
griculture and Rura] Development, Small Industries

D .
evelopment Bank of India, and Rashtiya Mahila Kosh. In

order to widen the N
Reserve Bank of Inr:inge of lending institutions to mFIs, the

: a has roped in C i

Re p ommercial Banks and

Fel%lr?::-ly R;l(r)%l (;3anks to extend credit facilities to mFIs since
t. Both public and private banks in the

ector have extended sizeable loans to mFIs at
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Institutions including SIDBI also had made investments in
the equity of such NBFCs. Though this exposure may not be
significant in the context of the total assets of the banking
system, it is increasing rapidly.

In regard to external commercial borrowings (ECB) by
mFIs, not-for-profit mFIs are not permitted to raise ECB. The
current policy effective from 31 January 2004, allows only
corporates registered under the Companies Act to access ECB
for permitted end use in order to enable them to become

globally competitive players.

Interest Rates :
The interest rates are deregulated not only for private mFIs

but also for formal baking sector. In the context of softening
of interest rates in the formal banking sector, the comparatively
higher interest rates charged by the mFIs have become a
contentious issue. The high interest rate collected by the mFIs

" from their poor clients is perceived as exploitative. It is argued

that raising interest rates too high could undermine the social
and economic impact on poor clients. Due to door step delivery
of services to clients, transaction costs of MFIs are higher
than that of the formal banking channels.

Collateral requirements :
All the legal forms of mFIs have the freedom to waive

physical collateral requirements from their clients. The credit
policy guidelines of the RBI allow even the formal banks not
to insist on any type of Security/margin requirement for loans
up to Rs 1,00,000 ($2174) for Agriculture loans.

Regulation & Supervision :

India has a large number of mFIs varying significantly in
size, outreach and credit delivery methodologies. Presently,
there is no regulatory mechanismin place for mFIs except for
those which are registered as NBFCs with RBI. As a result,
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mFIs are not required to follow standard rule and it has allowed
many mFIs to be innovative in its approach, particularly, in
designing new products and processes. But the flip side is
that the management and governance of mFls generally
remains weak, as there is no compulsion to adopt widely
accepted systems, procedures and standards. Because.the
sector is unregulated, not much is known about their internal
health. Following Committees have examined the road map
for regulation and supervision of mFIs.

Task Force (appointed by NABARD) Report on
Regulatow and Supervision Framework for mFIs, 1999.
(Kindly see publications Section fora complete report Working
Group (constituted by Government of India) on Legal &
Regulation of mFIs, 2002Informal Groups (appointed by RBI)
on Microfinance which studied issues relating to (i) Structure
& $u8}ainabiliw, ii) Funding (iii) Regulations and (iv) Capacity
Building, 2003 Advisory Committee (appointed by RBI) on
flow f’f credit to agriculture and related activities from the
Banking System, 2004 Sub-Committee of the Central Board
of Directors of Reserve Bank of India to Study Issues and
Concerns in the MFI Sector, 2010. (Chaired by Shri Y.H.
Malegam)All NBFCs are currently regulated by Reserve Bank
under Chapters I11-B, III-C and V of the Reserve Bank of India
It‘\\lgi:ghere 1s, .hovs:'ever, NO separate category created for

S Operating in the Microfinance sector. Shri. Y. H.

I;fllilsf ted ?hom?iuee among other things examined and
a e objectives and sco :
undertaking micr pe of regulation of NBFCs

ofinance by the Reserve Bank and the
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Training/Capacity building of MFIs :

NABARD provides technical support in the form of
capacity building of staff of mFIs and also bankers in appraisal
of mFIs for providing wholesale resource support. Since 2002,
training programmes on "Appraisal of mFIs" are being
conducted through Bankers Institute of Rural Development
(BIRD), Lucknow. These training programmes are intended
to equip the stakeholders to appreciate the nuantes in financing
NGO-mFIs and also enhance the flow of loanable funds from
mainstream financial Institutions like banks. Specially
designed capacity building programmes are also being
organised for Chief Executives & other staff of NGOs on
promotion as well as managing of self help groups on a regular
basis through our regional offices, in association with reputed
resource NGOs & training establishments.

Outside India, in 1976, Prof. Yunus visited to the poorest
households in Jobra, a village near Chittagong University,
Bangladesh where he discovered that very small loans could
improve the lots of the poor persons. At first, those poor

women, who had made bamboo furniture, had to take out
usurious loans for buying bamboos. They paid the.proﬁt to
the money-lenders. Prof. Yunus, being inspired by it, took.a
loan from the Government Janata Bank to lend to the poor in
that village. His institution went on operating till last
September 1983 and on 1% October, 1983, the pilot project
began to operate as a full-fledged bank and. was renamed. The
Grameen Bank (Village Bank) to provide loans to poor

Bangladeshis.
- Yunus was an admirer of Dr. Hameed (Dr. Akhtar Hameed

Khan) founder of Pakistan Academy for Rural Development
which is now Bangladesh Academy for Rural Development.
He is credited for pioneering idea of 'micro credit' or 'micro
finance' to poor rural people. Yunus very successfully tried in
Bangladesh to put 'micro credit' or 'micro finance' approach
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into practice. As such, this financial innovation originated in
Bangladesh where it had very successfully enabled the very
poor people to engage in self~-employment projects to eke out
their livelihood efficiently and in many cases, begins to build
their wealth. Yunus's Grameen Bank for 'micro credit finance'
for the poor villagers brought to him the global renown and
hundreds of countries throughout the developing world, even
geveloped countries like the United States, have been inspired
y it.

In India, historical context explains how 'Micro Finance'
came into being as a part of economic development. Between
the 1 .95-03 and 1970s, governments and NGOs had focused on
providing agricultural credit as subsidy to small and marginal
farmers l.loping that, with it their productivity and income
yvould raise. With the passing of the Co-operative Credit Act
in 1904, it paved the opening way for providing micro credit
to the poor peasants. The Act was meant for making the poor
peasants and workers economically self-dependent by
Investment of limited amount of capital in agriculture and
f(r)nall mdtlilstnes etc. For this, Act was rectified further a little
instl;:;?o e \IILa)f for the e§tablishment of central credit
self-goverllnl; dia. Then, with the emergence of provincial

€nt, provinces were empowered to pass Acts t
cater the local needs of the respective st he inspirine
success in Bangladesh S a:tes. But !;he mspiring

esh b
Co-oporatives ooy €came a new vigour to infuse to the
s and other commercial banks in bringing a tread

in rural finance for eradicag
generation. emmcagon of poverty and employment
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of Rupees 113.98 billion has been disbursed by banks to as
many as 22,38,565 SHGs in India. Since the start of the
programme, the southern states of India, particularly Andhra
Pradesh, have had a disproportionately larger share of the total
number of SHGs that have received credit from banks.
However, the biasness of the programme towards the southern
states has lessened in recent years.

In the initial years, the SHG-BLP did not register much
headway in the states of the northeastern region (NER) The
programme had a very slow start and till the end of March
1999, the cumulative number of SHGs-credit linked in the
entire region was only 93 in number, which was less than half
a per cent of the cumulative number of SHG credit linked in
the country under the programme. During March 1999 to
March 2001, the cumulative number of SHGs in NER
increased from 93 to 477, i.e. a little more than four times
while at the India level it was increased by seven times.

Within the NER, Assam and Meghalaya in 2001
accounted for majority share of the SHGs credit links at about
58 and 34 per cent respectively, and also that of the cumulative
credit disbursed in the region was about 45 and 46 per cent
respectively as against the very low shar.e of states like Ma.nipur
(7 percent), Sikkim (1 percent) and Tripura (1 percent) in the
total cumulative number of SHG credit linked. The remaining
states of Arunachal Pradesh, Nagaland and Mizoram did not
have any SHGs credit linked under this programme by 2001.
In order to reduce the regional imbalance in formation of SHGs
under the SHG-BLP, in 2001-02, special focuses was given
to NER and other backward areas in Orissa by encouraging
collaboration with large number of small non-government
organization partners and microfinance agencies for enhancing
the coverage of the programme.

The effort resulted in the improvement in the share of
cumulative number of SHGs credit links in NER which
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increased from 0.2 percent in 2001 to 2 ,
( . \ .8 percent 2006
sztht anl I;nprovement in the cumulative loan disbursedaflr(:rlrgl
réco ::1 ed thpercfent during the same period. The period also
e highest annual growth rate in the cumulative

| number of SHGs credit linked and cumulative loan disbursed

in the region by 165 and 184 i
. per cent respecti i
much h1gher than the all India average. pectively, thCh e
numzzrhﬂfstgem has.alfo been a significant increase in the
. 060 | Gs cre.dlt linked across al] the NER states during
200 -06, the period is also marked by bias and unequal growth
coverage of @e SHG-BLP in favour of Assam. Among

Along with an increase in '
! the bank loan dj
the amount of credit per SHG in NER andd;JS:J grt;ed oSS

increaset.i dln.‘ing the period 2001 er regions

-06 Suggesting that there has
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growth rate of 179 per cent in regard to new SHGs credit
linked in the period 2002-06. Within NER, Assam recorded a
steady and consistent increase in the number of new SHGs
provided with bank loans. Tripura is another state which
witnessed a steady increase in number of new SHGs credit
linked during this period. Assam topped the performance in -
terms of the highest number of new SHGs that were credit
linked followed by Tripura and Manipur. Accordingly, the
distribution of the new SHGs that have been credit linked to
banks during 2002-06 in NER indicates that about 91 per cent
of these new SHGs that have been credit linked under the
programme during this period are from Assam, followed by
Tripura (3.2 per cent) and Manipur (2.4 per ceflt).In I\{agaland
and Meghalaya, the year 2005-06 saw a significant increase
in the number of new SHGs credit linked by 78 to 85 per cent
under the programme over the pervious period. Sim_ila.rly' in
Mizoram, 97 per cent increased in the new SHGs credit linked
was in the year 2005-06. Therefore, in these states, and to some
extent in other states in NER, there is a marked improvement

in the progress of the programme since 2004-05. -

Participati Bank: .
rt;?}:gigfeno(}fthe banking partners is very crucxa.l in the
SHG-BLP as they directly or indirectly provide qredlt to t}}e
SHGs. In certain cases, the banks themselves are involved in
forming and nurturing the SHGs. At the all India level, as of
March 2006, about 53 per cent of the .SHGs undii ttﬁe
programme were financed by the commercial banks, with the

share of the regional rural banks (RRBs). at]33 per cent and
co- e banks at 14 per cent respectively. .
Olg)e;it}i:ecgmrary, in the NER, RRBs are most active and

finances the maximum nurnber of SHGs (56 per cent of the

num 1
SHGs up to March, 2006), followed by the commercial banks
(38 per cent). The involve

ment of the co-operatives in the
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SHG-BLP has been very minimal in the region, with only four
per cent of the SHGs financed by this source. The participation
of the banks within NER however varied from states to states.
In Meghalaya, Arunachal Pradesh and Nagaland, commercia]
banks are the major financier of the SHGs, while in the other
states the majority of the SHGs are credit linked to RRBs.
Sikkim is the only state in the NER where the majority of the
SHGs (67 per cent) are credit linked to the co-operatives banks.

The annual growth of SHGs during 2002-06 shows that
in Assam and Tripura all the three categories of banks recorded
asignificant growth in the number of SHGs financed by them.

A review of the average loan per group as per the source

of finance at the al] India level shows that the amount of loan

per group is the highest from commercial banks, followed by
the RRBs and the co

-operatives. However, in the NER the
amount of loan per group is the highest from commercial banks
followed by Co-operative banks, and then by RRBs. Across
the NER states, there is yet a vast difference in the average

loan size per group financed by the commercial banks, RRBs
and co-operatives banks, '

SHGs are formed and financed by banks, In Model II, the
SHGs are formed by agencies other than banks such as non-

goverpment organisations (NGOs) and community based
organizations (CBOs), bu is financed by b i
Model III, NGOs act i

as intermediaries and are fi
the banks to lend on to the SHGs. i

In India, 74 per cent of SH
B v Gs have been formed under

Y 20 per cent under Model [ and a small
- The situation in
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the SHG (76 per cent) have been formed and credit linked by
banks under Model I and only 16 per cent of SHGs by NGOs
under Model 11, as in 2006. Within the NER sifates, bank.s ha\ire
emerged as an important self-help promoting agencnzls. 1;
Assam, in 2006, 79 per cent of the SHGs were proeiotlel.l an

financed by the banks themselves under Medel Iilw 1be 12
Tripura and Sikkim 51 and 75 per cent respectlve!y. ave f[:e

promoted by banks under Model 1. In the remaining sta is’
such as Meghalaya (by 77 per cent), Manipur d(6(;33per c:; 2)
Arunachal Pradesh (100 per cent) and Nagaland ( : éare;/I T
SHGs credit linked have been formed by N(-EOS unfthe 4y
[I. Apart from Meghalaya where about 14 per cenlt1 o‘ i

I . borrowed from NGOs under Model III, there . z
;szeSHGs in other NER states that have been formed an

financed by NGOs.

A review of the progress of the SHG-BLP in NER in the

i t despite a slow start _in the
Pel'lcfd 203 lil-lot6hes I;Z:i[csmt,h\jfith sgme states like Mlzorafn
Do im[snlate as 2003?04, the programme has recorded rapid
jOlﬂm‘i:, ; rticularly in Assam, Tripura and Mal?lpur in terms
it pr} ced and loan disbursed. However, 1n Meghelaya,
o msagf the programme has been very slow in spite of
:111: l;riir?i the implementation of the programmeflg tﬁcel_ll:i[e
19902 There is a need to review the performanee of ef ; r};

ous ank Linkage programme in the NER, identify facto
e prggress and take corrective measures to

improve its performance throu

igi i i e in Assam :
e Origin of Micro Finane¢ : ,
o As tg state-origin of the micro-finance, we can go back

to the establishment of a provincial bank in Assamdln 1t90211t;
22. The bank existed till ISth.Al}gust, 1947. But kued :
heavy overdue and nominal Liquid Asset, the bank re uceid
to the worst condition. The adverse effect of the Second Wor
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War was very heavy in our country and Assam was also not
exception. The result was the establishment of a state-level
Co-operative financial institution in the state. Then a central
trading Co-operative society was opened in every sub-division
to sell daily necessary commodities to the people at a cheaper
price. This led many well-wishers and wise people to thing of
the establishment of an Apex Co-operative Bank in order to
provide small credit to the farmers and peasants. So, the
emergence of The Assam Co-operative Apex Bank in 1948 is
the beginning of micro credit in Assam to rural people. The
later development in this matter does. not demand further
explanation. Micro finance initiatives have shown that

'banking with the poor’ is a viable proposition. The Assam ~

Co-operative Apex Bank Ltd., with six zonal offices and 68

"“Branch offices, is extending services through length and
breadth of the state. It is also generating in come and

employment among rural people in an increasing manner.

Micro Finance and Proverty Eradication :

. The).( are closely related to each other. Poor people
irrespective of rural and urban are financially weak. But

they can do a lot to improve their

the world, poor peop
€conomic progress in
and individua] bo
economy through
micro credit.

le are getting self-employment and
their families. In Assam also many SHGs
TTOWers are improving their domestic
agriculture and allied activities by utilizing
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ent problem. Micro finance can giv.e therp self-
:;e;?fyl?nﬁt in \F/)arious ways such as, i:attle farming, plggeli'y,
poultry farming (Chicken, duck, broiler etf:.). wood-wor. 5,
bamboo works, candle making, bakery, juice-extracting
business, rice mill, oil extraction (mustard, coconut ;:tc.)
fodder-making (from grass, hay, stubble etc.) and sol anf tsl::
All these business can absorb th.e unemployed people o e
villages. At the same time, sufficient amount of mo;ey Caﬁ e
earned in every family. The products have also local marke

- and demand. So, micro finance can undoubtedly create jobs

and solve unemploymentbprob&<:11::1ma;r1(:;53 ctlhi :;o;lzzasg?lt;
and workers. P.oor . hror such business.
empl\‘a":;r:lt ::ln(;x:nrz;ﬁtxﬁso be achieved thouglll micll;
credit. It is practically proved that women ¢an 2;aor(g);fize
man if they are given chance and aSSIStancg.HGsyAlready they
variety of jobs inflividually a“‘}grnonl;ng}gl SHGS:90% of SHGs
!1ave d.one apprecga%%?g'evgzg they have proved themselves
In India are rin nil repayment of loans taken. In A.ssaEm. ;118?
to be particular of women SHGs and purely ;nd‘mlui
there are Varli’tzor households in developing couni:ness :lcf-
:ntrepreneu;’csléquate financial services to ge(;r(:nllc?yment
eccelsS t(:ent ones or undertake productive an : ﬂI:e formal
— activities. Due to several formalltlee’o o, Micro
?i:;rgt}a?rilnstitutions are very far from ﬂtli(i,s:alr)ld rlt)ual banks
finance provided to them by the Co-o}f:;ks are for the poor.
can fulfill their needs because these several members

enerally consists of :
5";13' polor hgluts’:;:lli g'Male members are able to go out ©
oth male an .

: the
for earning. But the
. have employment cel
doors easily and ca;ln enerally remain in doors can be rcliloin?g,
female members who € d actually they aré

. dit an:
benefitted through micro cre
such activities.
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Need for Micro-Finance : The Gap Between Demand and
Supply :

Since the 1950s, various governments in India have
experimented with a large number of grant and subsidy based
poverty alleviation programmes. Studies show that these
mandatory and dedicated subsidised financial programmes,
implemented through banking institutions, have not been fully
successful in meeting their social and economic objectives:

The common features of these programmes were:

i. target orientation

ii. based on grant/subsidy, and

iii. credit linkage through RRBs/commercial banks.
These programmes

a. were often not sustainable

b. perpetuated the dependent status of the beneficiaries

¢. depended ultimately on government employees for
delivery

d. led to misuse of both credit and subsidy and

€. Wwere treated at best as poverty alleviation interventions.

Banks too never really looked on them as a profitable
and commerecial activity,

Accfording to a 1995 World Bank estimate, in most
developing countries the formal financial system reaches only
the top 25% of the cconomically active population - the bottom

0, . .
75% have no access to financial services apart from
moneylenders -
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have often been implemented by large banks at govzm;n;nt
behest. Low levels of recovery have be'en furth.er erode uci
to loan waiver programmes lea;;l;ng to institutiona
disenchantment with lending to sma orrowers.
lsel;xll this gave rise to the concept of mlcro-crc?dlt fqr the
i ew set of credit delivery
t segment along with a n
foﬁs gWith the support of NGOs an informal sector
echniques. sec
compr?sing small Self Help Groups (SHGs) started mobilizing
savings of their members and lending thez re;tc;lmce; I:alxgm:ﬁ
i tial of these s
rs on a micro scale. The p(.)te{l
:itf/rerll:?Z local financial intermediaries to reach.tthe;) :::;
iti : i unity
i ecognition due to t.h.elr comm
h:;ifialantzfy ;pprgach and sustainablhty. - recovery rates hai\:]:
geen s?gniﬁcantly higher than those achieved b):j gorcﬁr‘:nizr:als
banks inspite of loans going to poor, unorganisea in
) t security or collateral. . o e
wnhg:llccess stories in neighbouring countries, th{e Gra;rrlcial
Bank in Bangladesh, Bank Rakiat in Indonesia, orrlljmoSt el
&a;lrl:di;;trial gBank in Phillipines, etc., gave further bo
in India in the 1980s. . _ )
e corlceClijltollr;al Summit on Micro Fmanf:e heldin \X?.sglng(t)c();
in th?97 set a global target of covering IO?e::lnih;t 22_3 0
farni?ies with credit by 2005 - it was expec
million of thes® Cm(ljld l:ie fl' lxllflzn t(lixf ;l;?zlﬁnance market. The
in India defl % of the
P T.he p((3)01:1ﬁrllission estimate of 1993-94 t;a)’so3vi ft)y oline -
lannll‘l.g 0 320 million people live below the 1l).Vin e~
Population or 140-150 million women alone living oo
there would.be Assuming that only 30% ofthe counu't);1 01(31 o
the poverty lmeod to adopt micro-finance as a 'rﬁ? hod of
Women :rne \fie;ig’n it is estimated that 40-45 mullion p
poverty € 3 dit. o .
omen WO‘:dd nif ?c.eis estimated that all agencies n]ldll?dla
Asdzfgat;:;s;:o‘lli;ion of micro-finance services, would have
€ngaged in
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together covered barely 1 million poor people by the close of
1998-99.

The most prominent national level micro-finance apex
organisation providing micro-finance services for women in
India is the,National Credit Fund for Women or the Rashtriya
Mahila Kosh (RMK).

Concept and Features of Micro-Finance :

Micro-finance, as is being practiced by the National
Credit Fund for Women or the Rashtriya Mahila Kosh (RMK),
could be defined as a set of services comprising the following
activities:

a) Micro-credit  : Small loans; primarily for income
- generation activities, but also for
. consumption and contingency needs.
b)Micro-savings : thrift or small savings from borrowers
The main features0 ‘;V?éf SOU{CC&f
. i ) A
rovided by Rhpe e micro-finance services being
1. Itis a tool for empowerment of the pooresi; the higher
the income and better the asset position of the
borrower, the lower the incremental benefit from
, gn':l}er eqtfal doses of micro-credit is likely to be.
4- Delivery is normally thr
P y through Self Help Groups
3. Itis essentially for promoting self-employment; the
opportuflities of wage employment are limited in
develop.mg countries - micro finance increases the
productivity of self-employment in the informal sector
of the economy - generally used for (a) direct income
generation (b) rearrangement of assets and liabilities
for the household to participate in future opportunities
an.d (c) consumption smoothing,
4. Ttis not Just a financing System, but a tool for social
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change, specially for women - it does not spring frf)m
market forces alone - it is potentially welfare enhancing
- there is a public interest in promoting the growth of
micro finance - this is what makes it acceptable as a

valid goal for public policy.

. Because micro credit is aimed at the poorest, micro-

finance lending technology needs to mimic .the
informal lenders rather than the formal sector lending.
It has to : a) provide for seasonality (b) allow repayment
flexibility (c) eschew bureaucratic and legal formalities
d) fix a ceiling on loan sizes. .
iflzcroﬁnance approach is based on certain prqv.en
truths which are not always recognised. tI‘}}eise.are 3
That the poor are bankable; successful miitlanvis in
i that there need not be a
cro finance demonstrate Jbea
tr?;de off between reaching the poor and proﬁtabllrgirl
micro finance constitutes a statement that the

' tions' in need of charity,
borrowers are not weaker sec

but can be treated as responsible people on business

terms for mutual profit -

That almost all poor house
the inherent capacity 0 SaVe S
and are willing to save provi

cilitated to do so . ) chea
'ia;d tf:asy access to credit is more 1mp0rtalblt ut:leﬁlcratig
= edit which involves lengthy p
subsidised cr titutions in India are already

- e ins .
fms?duizsgrﬁg?or SHGs at higher rates - this may
ending

joyi ufficient margin
enjoying a s
e groups from € . ot margi
gll;zviztptil:ﬂfr accumulating th?rszl\;vigh frates, but
members coﬁtihue to borrow at tnese

T from banks) -
individually from & .
'Peer pr

recoveries.

holds need to save, have
small amounts regularly
ded they are motivated
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Reasons for Recent Focus on Poor Women :
The National Credit Fund for Women or the Rashtriya
Mahila Kosh (RMK) is working exclusively for poor
women. Its loans are available solely and entirely to
this target group. The reasons for this are several:
Among the poor, the poor women are the most
disadvantaged - they are characterized by lack of
education and access to resources, both of which are
required to help them work their way out of poverty
and for upward economic and social mobility -
The problem is more acute for women in countries
like India, despite the fact that women's labour makes
a critical contribution to the eéconomy - this is due to
low social status and lack of access to key resources -
Evidence shows that groups of women are better
customers than men - they are better managers of
resources - benefits of 1
0ans are spread wider among the household if loans are
routed through women - mixed groups are ofte
in Indian society - record of all-male group
that of all-women groups, everywhere.

The Opportunity International Australia helps people
out of poverty through microfinance. Microfinance includes
basic financial services - including small loans, savings
accounts, fund transfers and insurance. Alongside non-
financial services such as business training, microfinance

n inappropriate
s is worse than
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microfinance - it exists to help people out of poverty above
all else. ”

Here's how it works... . .

By helping a mother buy a sewing machine to st?;tﬂz
tailoring business or a father buy seeds :g, flaélatrz. a\:iecome

le in poverty to
den, small loans enable peop /

5221 e:-lovide for their families. As ea?h bus:ness grows,elo:ir(ljs
are paid back and lent out again. With 97% of 12?; rsgl es;
the cI:) cle continues, year after year. Each success auu iness
feedsy a family, employs more people and eventually help

empower a whole community.

Microfinance plus
As well as microfinance, ;
poverty with non-financial (communi

it provides people living in
ty development) services

e ety Cdle
Mo Mt e it Rieaf 1o puvetly &

eir communities.
to strengthen their businesses and develop th

i focused
Our partners hrough local, socially
ity works : ies. This ensures
. Opportu.nlszi’tuﬁons in developing coun e overty in the
tmhlcroﬁngnci :;d the needs of people tllvtl:llf
em unders ively.
area and allows it to serve them effec

o . Study : : articularly the

Slgnlitlcance of This isnhabitants of v1llage§’ tpion of Indian

. Jillages andrg‘; ore the very founda
€asant commu ’
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How we work

economy. -
ety gc(;l“l;z I€ason 1s not far to seek. Because over 60% of
ple are farmers and agriculturists and there are

millions of poor : :
Peasants whose income Ist :
. 00 Sm
them with the needed finance for agric ol

. He stressed this in his address to t

. " ! -
- View-point also 'micro finance of Co-op
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to them fairly well from generation to generation and for this
reason, easy-getting loans from co-operatives, if properly
utilized, can undoubtedly and surely do a lot for their earnings
and employment.

Women community of villages, particularly women of
the peasant section, can be very nicely benefitted through cattle
farming, piggery, and poultry farming on a small scale at their
own home. Their participation in household economy can
certainly do much in improving the family's economy in
matters of saving, investment, and self-employment and above

 all in upgrading the socio-economic status in their family life.

Indian farmers and peasants, particularly the poor farmers
and peasants, have been victims, of money-lenders and
intermediaries in respect of agricultural finance. Those profit-
makers, supplying credit, take away the major parts of their
hard-earned income by charging very high rate of interest and
exacting the money with much severity. Co—operatives, doing
everything in co-operation with the poor peasants and farmers,
are ever trying to free them from the clutches of those money-
lenders, mahajans, intermediaries etc. S.T. a.md MT loans from
co-operatives since inception and functioning have been
Proving a significant helping-hand to t'h?se poor people.- '

Again, the concept of PURA (Providing Urban Amenities
in Rural Areas), neo-Gandhian approach to development, has
been out lined by Dr. A.P.J. Abdul Kalam, the then President

of India, as the lever of economic };p'l;‘itgfgi 2£ ;1:; ;ﬂﬁiist:
on 5th February, 2004 [ndia currently has 260 million peop}ie
living below poverty line. The GPP growth has lzleexiqutl. ltla:
average 6 percent per annum during the last deca (:.. 1d %
to.be gradually increased up to 10% and to .b_e_ 's-us amz 1

several years. 'Agriculture and Food processing 1s one e

: of GDP as mentioned. From this
given areas for the growth erative banks is full
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of significance. 'Education and Health care for all' is another
selected area among the five. It is the economic upliftment
that can pave the way smoothly to attain this desired goal. So,
those poor people of the agrarian community are in urgent
need of credit like 'micro credit' from the co-operatives and
their banks.

The present study, therefore, has its significance in that it
attempts to examine as to how far 'micro credit' provided
through the Co-operative Banks of Assam is able to show the
success stories in case of our helpless farmers. The study is

also to identify the factors that stand on the way to realize this
goal.

Review of Literature

1.3. Micro Credit or Micro Finance has Tremendous
Impact on the Upliftment of Rural Economy, Particularly
of the Poor and Weak Section of the Peasant Community.

The concept of providing credit to the poor as a tool of
poverty reduction was not unique. Dr. Akhtar Hameed Khan,
founder of Pakistan Academy for Rural Dev
Bangladesh Academy for Rural Development) is credited for
pioneering the idea. Prof, Yunus, an admirer of Dr. Hameed,
visited the poorest households in the village of Jobra near
Chittagong University in 1976 and discovered that the very
small amount could make a disproportionate difference to a
poor person. Those Jobra women at first made bamboo
ﬁlr‘mture by taking out usurious loans for buying bamboo and
paid their profits to the money lenders. Prof. Yunus's first loan,
consisting of USD 27.00 from his own pocket was made to
42 women in the village who made a net profit of BDT 0.50
(USD 0.02) each on the loan. In 1976 in the month of
December, being successful in securing a loan from the
.gov.em_ment Janata Bank, lent to the poor in Jobra. This
Institution continued to operate with loans from other banks

elopment (now
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for its projects. By 1982 the bank had 28,900 mem.bers. On
i ject began its operations as a
10 October, 1983, the pilot proje 252
full-fledged bank and was re- named the GramefenA ¢
(Village Bank) to make loans to poor B?ngladeSMS. ‘1?’0
July, Grameen Bank has issued US$ 6.38 billion to 7.4 million
borr?l'\;:rérameen Bank started to diverify in the late 1?121?03
when it started attending to unutilized or under utlllze(:lflfg z?gg
ponds as well a irrigation pumps like deep tubewee::l: s
these diversified interests gr<.aw into Géam on Mowre
(Grameen Fisheries Foundation) Oandrt. rax:lh on Krishi
i e
iculture Foundation). Overtim

gG’?argiznh:sgg?own into multifaceted group of proﬁ::ﬁl; ﬁg
;1noln~proﬁt-ventures like Gramger;r'rl; :;sr: ZI:}:( SI;I: T itod.

i rojects such as Gr . mited,
g?z:r(;l};: rélygbejr Net Limited, G;w:l:enTllf:lt\Xﬁng?ggone

m, Grameen phone. )
Grmeen TelZcfoGrameen phone has brought. cell ph%réz
(Polhp}}O n;)260 000 rural poor in over 5;);000 villages s1
ownership ) ralpt n 1997.
inni ect in Marc ‘ )
e s o e ramee moll o ico
h Th:p?::d similar efforts in a hundred o
as in

including U.S. aré also having 1n D wblic Global Academy

named an Ashok: Innovators fO; with the Grameen Bank.

Member in 2001 for his wor ates that given the support of

: tr
Grameen's experience del:lrg;sl the poor even the women f0t11k
financial capital howeVver vin,g their lives. Prof. Yunus the

impro : inar on
are fully capable of improvy the International Semi
Bank, 1n the s that
founde}‘ the Grame;lilth Micro credit, Dhaka, ﬁ;r;?:ai?skills
Attacking Poyefty the premise that the p -
micro credit is based on lized. Unleashing the

- underuti .
which remain unutilized Olrm human being is the answer the
‘vity in €ac um
energy and creativity 1
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poverty.

'CGAP' is the abbreviation of 'The Consultative Group
to Assist the Poor'. According to it, micro finance is the supply
of loans, savings and other basic financial services to the poor.
People living in poverty, like everyone else, need a diverse
range of financial instruments to run their business, build
assets, stabilize consumption and shield themselves against
risks. CGAP by 'financial services' means the services like
working Capital Loans, consumer credit, savings of various
types, pensions, insurance, money transfer services etc.

CGAP-again says that micro credit serves the poor sector
of people but focuses solely on loan disbursement and
collection. So, loan disbursement and collection are the points
the CGAP particularly asserts.

CGAP also differentiates micro finance from those

services which formal banks provide. This differentiation is-

brought about by the enumeration of small loans, small savings
etc. that micro finance offers,

Kofi Annan, U. N. Secretary General also very minutely
observes the poor peasants' economic activities and says that
they (Poor People) feeling the need of financial services, are

using these services already although they might look a little

different. He also emphasizes on the necessity of financial
- services of the poor in matte

s of economic improvement. He
finds that they (poor people) save all the time, although mostly

in informal ways, They invest in assets such as gold, jewelers,
dorflestic animals, building materials and things that can be
easily exchanged for cash. They may set aside corn from their
harvest to sell at a later date and so on, Kofi Annan, therefore,
very c_learly shows that the poor people keenly feel the
hecessity of micro finance almost all the time,

Sam Daley-Harris, Director, Micro credit summit

campaign, makes comprehensive im i i i
. JImpact studies. His studies
have demonstratec'lmthat micro finance helps poor house-holds
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meet basic needs and protect against risks;‘ the use ?f tﬁgar‘;,cllzll
services by low- income households is associated wi

i i ic welfare and enterprise
improvement in household economi .

ili ; rting women's economic welfare
stability or growth; b).l suppo oy sloporting womers
and enterprise stability or grow;-h, y .Sllllr;IIJps e ower

. e . nance

economic participation micro It . : e

i i ender-equity and improving
Klomehn l:ilslls ll)lr(l;?isg:fd %or almost all significant impagts,

ouseholds well- al ‘
theulsnagnitude of impact is positively related to the le;glt)h of
time that clients have been inlthe Ll)rqgrammveal:- 31\;81; ;lnpai tozi‘
i re

r things, his study clearly ls the .
?r:il:reoﬁnanfe on women's economic participation alxlld th;u
empowerment promoting g,endel;-equl.ty andtht ize y
iy ving household well-being. According to the ffery
1Smpl'l;0 Di%ector The Earth Institute at Col.umbla Umve:ls;tny,
I:i(c::r::ﬁnance is: but one strategy batting an unmensiﬁ):obaSics.
He making his point much clearer says that once ~d can
arz ‘11:1 lace, the people (poor people) are e?nil:lghelping i

ivep then micro finance can play & &7 n;c et to get new
surv o’mmunity find ways through the mar l; e
po rtuc nities, to earn new income, to Staft 50 Engl,adder of
oppo s ;,n d start the process of chmblng: eﬁnance >
g‘;ii,u;:ie: development etc. His idea ab0}1t c:g:rzrl(;pmem -
that it begins the process of every economss e and so on. He,
af;Jl 1 o{tgher even up to new busin ess-venufl‘rnance can be a
thorefore. 15 of the opinion that micro i

tters. N
wonderful tool.for Sugl tn;asnapshots on Micro-finance. The
According to 2 The World Bank estimates

icro-credit, :
‘ o M i institutions at present
tYli%m;LtIéLl::;aZ‘over 7000 micro finance institu

i ing countries.
serving some 16,000000 poot people in developing
?

‘e . . t

The total cash turnover of MFIs world-w1‘<:;h lissiiltts]mt:;z?n Z

e to cas : .
USS$ 2.5 billion and the potent!

al for new grc'f :
Maanen in his Microcredit Sound Business
Gert Van
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or Development Instrument Oiko credit, 2004, also maintains
high opinion on 'Micro credit'. According to him it is banking
the unbankables, bringing credit, savings and other essential
financial services within the reach of millions of people who
are too poor to be served by regular banks, in most cases
because they are unable to offer sufficient collateral. He
mentions that are for people with money, not for people
without. He asserts micro finance as the most dependable and
helpful financial service for the exceedingly poor people.
Empirical evidence shows, among the poor, those
participating in micro finance programs who had access to
financial services, were able to improve their well being-both
at the individual and household level- much more than those
who did not have access to financial services. As for instance
In Bangladesh, Bangladesh Rural Advancement
committee (BRAC) clients increased household expenditures
by 28% and assets by 112%. The incomes of Grameen
members were 43% higher than incomes in non-program
villages.

¢ InEL Salvador, the weekly income of FINCA clients
increased on average by 145%

¢ Inlndia, half of SHARE clients graduated out of poverty.

*  InGhana, 80% of clients of F reedom from Hunger had
secondary income Sources, compared to 50% for non-
clients.

¢ In Lombok, Indonesia, the average income of Bank
Rakyat Indonesia (BRI) borrowers increased by 112%

. Ids graduated out of poverty.

¢ In Vietnam, Save the Children clients reduced food

deficits from three months to one month,
The above facts have come from the
to Assist the Poor (CGAP). This is the cle
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According to Asian Development Bapk, micfo ﬁnancl:]e is
the provision of a broad range of ﬁnanmal services succlz1 as
deposits, loans, payment services., insurance to poor anB ac:l\;v(
income households and their micro enterpns?s. The -
mentions that the major business of MFIs is to provl;l e
microfinance services which do not. concern the ba.rﬂ;? f,
ADB also observes microfinance ha\fmg {ela}uons. particular Z
with poor peasants and people with llmltt?d 1ncz:1];<;3 ariln
conspicuously small extent of l.and hold.mgs.three ty,pes
connection with microfinance services, fnentlorcnls fhree types
of sources through which much finance is ser:;e . ese are
¢  formal institutions such as rural banks an co-gsemen’;
¢ semi formal institutions suchas NGO, (Non g

isations) and
¢ gli'%anz;; sourges such as m.oney leflde?, shggl;re;{)s;is

ADB's definition of institutional mlcr(;ll macrilsemiformal
microfinance services provided by both formal an
instinutons. i Is), realizing the

i jum Development Goa. .
im I\r/:D(cfe(c>I\f/'1111{11iecl::)1f1nance observes .that mlcroﬁnmcliee;s 3:;
the practi development strategies and approac
Of the practical &50° % orted to attain the bold
should be implemented and supp

. by half.
ambitiog o l;idl;(:cril gSvu\;?cillm(:aI:‘:l)vIZ?M say that microfinance
att \.

: transaction costs
. .\ to combine lower tran
or microcredit 15 21 attemptent They also find the involvement

. a . . . 3
2?‘1 htlf ht?;ggzzgffl:?:ries of rural credit In the credit delivery
poten |
System. it has widely been directed

AsAddsby Google 1}\'11/'IliCl;;(z)(i;erl(iercial lenders require more
by the non-profit sector while

aking loans to
conventional forms of Collateral.b-e f(;lr;cr:ssfullgy growing
microfinance institutions. Bufbfll‘f:yltirllsthe traditional finance
bi i ore credibill industry is
‘;(g)rglzr all\lld geglgiyf the main stream finance 1n y
. Now-a-
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counting the microcredit. Projects a source of growth and the
United Nations declared 2005 the International Year of
Microcredit,

NABARD has been playing a catalytic role in promotional
support to NGOs and also in nurturing quality SHGs knowing
micro finance as the best method for creating additional
employment and removing poverty. Datt and Sundharam
mention in their 57th Revised Edition of Indian Economy that
the SHG. Bank linkage Programme is implemented by more
than 30,000 branches of commercial banks, RRBs and co-

operative banks in over 520 districts in 30 states and Union
Territories,

Iy small amounts to the poor 1f
al, semi urban or urban areas for enabling them to raise
their income Jevels and improve living standards. So, the Task
F OrCe asserts microfinance as ameans for raising income levels
and mproving living standard of the poor. _

Arora gjves Some examples how micro finance
Programmes have rapidly expanded in recent years. The
€Xxamples are - :
¢ Membership of Sa-Dhan (a leading association) has

€xpanded from 43 to 96 community) Development
Finance Institutions during 2001-04, In the same periods
loan outstanding of these member MFIs have gone up

from USS 15 million to US$ 101 million.
. The CARE-CASHE

around 300,000 wo,

men memberg over 2001-05. Many
of the 26 CARE-

CASHE partners and another 136
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policy and the Fin
announced, "Government
way. The way forward, I be

and rate such institutions an mio!
between the lending banks and the ‘beneficiari
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community organisations these I\{GO-MfIs uc/lo;l; n\;ltg%
represent the next level of emerging Mg :ninand e o
these are already dealing with ICICI

?rfiZAition to the dominant. SHG methocllgcl)ogl).ro‘i,lvl:rel
portfolios of Grameen replicator hav;avI ?cmﬁgn own
dramatically. The outreach of SHa;e875 rofinance
Limited, for example, grew fromd E > ort;blio
members between 2000 and .Z0.0S an 1ts$40 mlznion .
has grown from US$ 0.47 million to Us .

ened this
. budget has further streng’.ch
The 2005 natlon:lnc: I%/Iinister Mr. P. Chidambram

intends to promote MFIs in a l?ig
lieve, is to identify MFIs. clas:slfy
d emprower them to intermediate

00



CHAPTER - II

2.1 Objectives of the present study are to-

(i)  know the model of objectives, targets, plans and
programmes set by the sample banks for their
beneficiaries in the sampling areas;

(i)  assessthe performance level of the sample banks
(and their PACSs) through implementing the
plans and programmes set before hand;

(iii)  enquiry about the extent of productive utilization
of loan, system of repayments by the
beneficiaries to their respective banks and the

problems thereon if any while availing and
sanctioning the same etc.

2.2 Methods Applied:

The universe of the study:

Assam as a whole is taken as the universe of the study
as the system of microfinance through cooperative banking
to the rural areas is a subject specific to the state of Assam

only due to its varied agrarian economy, cultural ethos, caste
and beliefs, way of life etc.

The Sample of the study:

Dibrugarh district of Assam is taken as a sample district

asitis one of the leading districts in regard to the area under

farm land and the number of farmers benefitted much from
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the services of cooperative banking through its microcredit
system etc.

The f: 3:5 l(;?s%nlc);: s:)lfgln)i.brugarh there are five co—operatiYe
bank branches, such as two bank. l?ranches I?aftelfatliz
Dibrugarh town and one each in Duliajan town, Nahar.  the
town and Moran town respectively. For the purp;:lﬁ Lid
study, two branches of Assam Co-operative /.\P;X Do
of the district namely Dulithaj:?na;?grlgﬁrgf;th‘égi rogand
e are .o
?s e&i?re;tzﬁmf;:l ecff beneficiaries, areas of activities,
Perf(;;m&?: CI;(:;?;;:; branch there are four Prtilntllal')e’
agricultural credit societies (PACSS), two (t)‘t;h\:r:;istei‘ée
been taken into consideration on tt.le basts ‘t)he other two.
of maximum number of beneficiaries thaﬁr PACSS have
Similarly, from Naharkatia Brapch, t. eeOf SO
been selected depending upon the mCIUS!tﬁgr PACSs.
number of beneficiar 1;12;2 fﬂiﬁiﬁ;ﬁn branch selected
in. i two . .
for tll:::g:tlll;(’i}l'?gl: have found a total of 5 12fr ben;]ﬁaiigfkse;tliz
the same way in the three PACSs sfel?cted '()n:otal - have
branch, we have got 1140 beneficiaries. So1n erati,ve banks
1652 b;neﬁciaries from two branches of 60-10 pto study their
and under the five PACSs selected pmposee)éts within the
performance levels, problems and prosp

Dibrugarh District of Assam.

Tools and techniques: )

Data collected from dlff?rer:ttasn
tabulated and analyzed by apglymgwhere necessary.
Mathematical tools and techniques

ources have been
dard statistical and
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The Central Hypotheses:

@

()

Performance level of the co-operative banks is
satisfactory to the extent of providing loans only.
Performances in regard to thejr methods of
recovery of loans, imposing rates of interest, level
of motivation; awareness etc. is not satisfactory at
all;
The pattern of utilization of micro loans by the

beneficiaries is not up to the mark due to the basic
problems of unskilledness, ignorance, illiteracy and
extravagance. )

There reference period:

The reference
2009 and 2010.

period of the study is within the years of

L X2 4

CHAPTER - Il

3.1 A short history of the Assam Co-operative Apex
Bank Itd, :

The Success of the co-operative movemenF in Iltaly an(cii
Germany inspired the government of India a a::e (:;u;n
consequently the Co-operative Credit Act was p ssed In
the year 1904. Its objective was tol fl}lgk; g:iii [;ﬁZ;POh e

1omically self de
rkers economical aeps i d
?md ‘tAr,r(n)ent of limited amount of capital in agncultq:sat% X
g:;li?ng them easy accessible to necessary raVle m:zr; e
small industries, businesses €tc. Ptugil%lrslﬁ:‘ljg ;di e with th;

it instituti as esta . b
1 credit institution W cial
%cer}rtlrr?ing of provincial self government, tz?:l;/e e
g:\ilmments were empowered to pass acts to C:‘l b ariks was
iti 1-22 a provinci

ive localities. In 192 222p

OftrZSlPelf tlc;,?nlAssain Which existed till 15'ﬁ?ug1;stt,olf9tﬁz
PoaIse ’ i d the liquid ass

i rose very high and the liqui
l;ut lits over‘(i::;inal The financial condition of th:k :alrﬁl;
‘ :crll v(\;atsof;l such degree that it even could nc;f Lﬁl ke the

e ’s Co-operative movement succes
consumer’s Co-

regi(;n byc‘lN ?ytg t;:?:\::gt.he war affected people through
n orde

i te level co-
agriculture and non agl'icuuural crel(:ll'ts,thsitzAssam also.
Operative financial institution was €sta clerative society was
In every sub-division a central Co-0P |
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opened to provide the day today necessaries at whole-sa.le
price. This step could cast a far-reaching influence in
Assam’s rural €conomy and consequently the Assam Co-
Operative Apex Bank Ltd. was born in 20" October 1948.

The bank’s real business began from 20.12.48 with
financial assistance of Rs. 46 lakhs from the Assam
government in 1949; the bank opened 17 new branches. In
1971 the main office was shifted to Guwahati from Shillong
on political ground. The Bank at present has 68 branches
including 6 zonal offices in Guwahati, Nagaon, Jorhat,
Tezpur, Dhuburi and Silchar. There are 700 gaon panchayat
Samabai Samitees, 25 multipurpose Samabaj Samities

which are offering variety of agricultural loans to the farmers
throughout Assam. Moreover there are other nearly 14,000

Samambai Samitees (co-
under the Assam Co-operative Apex Bank Limited.

The branches of the Assam Co-operative Apex Bank
in the Dibrugarh district are:

(i) Apex Bank Limited Dibrugarh Branch,
(ii) Apex Bank Limited, Naliapool Branch,
(iii) Apex Bank Limited, Naharkatia Branch,
(IV) Apex Bank Limited, moran Branch,
(V) Apex Bank Limited, Duliajan Branch.

Out of the above five branches, two branches namely,
the Apex Bank Ltd Duliajan Branch and the Apex Bank

Ltd Naharkatia Branch are taken randomly for the purpose
of the study.

The co-operative Apex bank Ltd. Duliajan and
Naharkatia Branches, in a nutshell:

ranch of the Apex Bank Itd. is situated
under Tengakhat block in the district of

operative societies) functioning . -
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Dibrugarh, Assam. Its date of incepti.on is 2™ may 1986. It
functioning since its inception.
e 131?;132 br:nch is surrounded by many v111a.ges. T.he bra_}lﬁz
has four PACSs (Gaon panchayat. Sambai se.tfnlétet;)él ©
PACSs are Tipling / Fakial, Naoholia Bak.ulam, a : g?th
and kheremia. They cover 173 villages, big and small w
iaries in total. o
i 'b}ir:eelf)‘lrcalnacr:lh has a good road communication lto tlhe; fz;r
iajan railway station has only .
E{A‘CSS. glgfn Egltlgﬁ The PACS:s offices are also SItuaar:fsd
atlsgzr\lf:\ztageous sites and easily reachab.1e to th; pTc:,::z - i;
The distance to the diSUiCt‘tll;IQ (l?jltigﬁarand s
. It is connected with goo .
abou:nioni(i.c?;tions. The branch therefor‘c:l,1 t::sl,) :écs::
Zgl;nmunication to the district HQ and also wi
under its jurisdiction. Assam Co-operative Apex
tia branch of the : P
Banl?lil:zrk{as 1:lituated in Naharkatia ;?\::.thal:l]algire atia
i ati at a distance of le .
o Statlonai?nt}clliss branch is also well cor.me.cttecli_I \gltll;
g Orrcll tr:)Z(ti()::)‘cl)nmmunication. The distance to distric
ood r
bout 70 k. Bank was established in
i ch of the Apex e ot
Novt;r hllas;erbliag;7 Its functions also began from that y
mber, .
ince?ItTiioni) h has five PACSs however, all of them do
e branc

mmunications
not have all weather proof good motorable co

igam, Jaypur,
from Naharkatia town. The PACSs are Nigam, Jayp

Delhibari. The PACSs
' ; Rajgarh and Mahma}ra r of 1440
E;tiklllggg‘;iﬁzjgges altogether with total numbe

beneficiaries. ‘e



CHAPTER - IV

MICRO-CREDIT DELIVﬁ
i RY SYSTEM OF THE
CO-OPERATIVE BANKS TO RURAL PEOPLE:

gll).zb‘tifctives and the extent of fulfillment:
Naharkitizl ll:rae:eo;'etel:lefbank branches of Duliajan and
gt ound of providing micro-finance

a) growing various ¢ i
ro i
b vegetables and others;ps ke paddy oilseeds
c)) gll)l;:lll:lnasmg of capital equipments by the farmers;
e og ;.lp of self-.occupational activities like cattle
. pigggyu Strl;]yaltl‘armmg, fish culture, horticulture,

’ ar . .
teg €a plantation of tea, pine-apple,

The Co-operative b ¢

N ¢ banks (‘A’ Duliajan and ‘B’
loansal;l:)a;?gza; show1:1 in Table 4.1, have ex{ended micro
eneficiaries (during the years between 2008

and 2010) for mentioned above (a) and (b) objectives. Most

Rural Banking Micro-Finance System in Assam 57

Table 4.1
Number of beneficiaries against occupational
activities classified by PACSs under sample banks

(between years 2008 and 2010)

Bank [ PACSs Activities No. of total
Beneficiaries
(figure in
parentheses
are
percentages)
1 2 3 5
Naoholia Growing crops without [ 210 (94.59)
Bank | Bakulani (gpss) | capital equipment (K) 222
A PACSs " " with K | 12 (5.41)
Kheremia Growing crops without K | 281 (86.90)
(gpss) " " with K | 09 (3.10) 290
PACS
Nigam  (gpss) | Growing crops without K | 191 (95.50)
Bank | PACS " “ with K 09 (4.5) 200
8 Tingkhong Growing crops without K | 622 (97.19)
PACS " ., with K |18 (281) 640
(gpss) ‘
Rajgarh (gpss) | Growing crops without | 292 (97.33)
PACS K 08 (2.67) 300
N with K
Total- 1652

Table 4.1 Shows 1652 beneficiaries against various
Occupational activities in absolute and percentage terms.
These beneficiaries belong to five GPSS (PACSs) under
two sample bank branches ‘A’ and ‘B.’ For example—

The two PACSs of Bank ‘A’ namely Naoholia Bakulani -
and Kheremia have 512 beneficiaries. Naoholia / Bakulani
has 222 beneficiaries out of which 94.59% beneficiaries
have been provided finance for growing various crops and
12(5.41 %) beneficiaries for purchasing capital equipments
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like power tiller and Tractor. Kheremia PACSs has 290
beneficiaries. The bank ‘A’ has provided micro credit to
281 (96.90%) beneficiaries for growing variety of crops
and to 09 (3.10%) of the beneficiaries for purchasing capital
equipment. Percentage of beneficiaries growing crops is
higher in case of kheremia and it is lower in case of Naoholia
Bakulani. The reason behind it is not far to seek. Most of
the beneficiaries of kheremia PACSs have very easy access
to the Tengakhat block development office. The office is
very near to them and it is situated in a very advantageous
position to almost all the villages of the PACS. The
beneficiaries of Naoholia Bakulani PACS don’t have that
access to it because, it is more than 16 km. away from them.
Besides, transportations are also not so frequent from these
villages. Nevertheless, in spite of having larger number
beneficiaries of kheremia PACS, the percentage of
borrowers for buying capital equipment is lower i.e. 3.10%
only. The reason behind it is that many of them are lacking
interest in modernization of farming or even unacquainted
with the uses of this technique. Some of them are found
defaulters of earlier loans and as such they have no chance
to avail new loans further. Moreover many poor peasant
are constantly hunted by various problems for which they
are unable to make any headway whatsoever in their
economy.

Among them, natural calamity is the major problem.
Village under bank ‘A’ constantly face flood from the Dehing
River. The river comes down from the Patkai range, a
mountain of Burmga (Myanmar) and flows through the
villages of Naholia / Bakulani and Kheremia PACS with

numbe.rs of meandfaring and meets the river Brahmaputra
at Dehingmukh which is some kilometers away to the south
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of Dibrugarh. Every year during summer and rainy seasons
the river creates floods and causes damage to human being,
livestock and crops. The incessant rainfall during the§e
months also adds fuel to the fire. The heavy water of rain
and flood remains several days together creating undesua.ble
misery to most of these poor Qea‘sants. Even durmg
harvesting time hail -storm and rain occur every year atnh
destroy their crops in the field. So they can not enjoy the
i i ir labour.
deSlrse:cg;(litl;,Of}f::e simple and religiou§ miflded p69ple
cannot neglect their traditions and social rites l.1ke rnle]rr-lage
and sundry religious activities. Such socio-re dlglcg.;s
activities and performance also take away a considerable
heir hard-earned money.
Per ”(I)'fxitrdly, their illiteracy and ignorance are also l:%fi:
responsible for their pove(:jrlzfl; a":;h:v)}’l ;P:r?;] r:::s :n d this
higher propensity to spen : ic condition.
sort of imprudence also worsens thel‘r ef:onom "
PACSs of Bank ‘B’ namely lgam,
minZQSn;hal:j Rajgarh have altogether 1140 biﬁ:ﬁc;)a:é;
The table 4.1 further shows that among the eeber o
under bank ‘B’, Tingkhong has a.hlgheSt nu;ll 19%)
beneficiaries, i.e.640. Out of which, 622 <(j tl; re:t
beneficiaries have been given crops loan.tf;l 'ement
(2.81%) has taken loan for the purchase O.fc?pl t-ﬁgﬁp crop
only. Similarly, the proportion of tzeneﬁcufmes utl 2 I\%i P
loan and loan for purchasing capita) egulp;nfl_f: Sfi esg are
are 191(95.50%) and 09 (4.5 %). In Rajgarh, ; ingcl:; asing
292(97.33%) and 08 (2.67%). The causes ﬁ than loan
Number of beneficiaries using crop loa: ilitat?f two other
for capital equipment are almost similar to e constantl
PACS under bank ‘A’. The problems they ar y
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facing are that they have to suffer from shortages of rainfall
during agriculture seasons, long distance to the markets for
sale of products and shortage of the buyers in local markets
etc. The whole extensive area is full of villages and nearby
towns, such as Naharkatia, Namrup and Moran are situated
at a good distance from them and corisequently, more of
.ﬁeld produce remains unsold and ifit is sold then, producers
sell them at very low prices than the market rate. Illiteracy,
reckless spending, observance of various ceremonies etc.
of course, are in them. These are the causes for which
borrowers of medium term (M.T.) loans are very small and
below expectation as according to bank officials.
However, the banks, ‘A’ and ‘B’ have their strategy
towards empowering these poor peasants in the long run.
The K.C.C (Kishan Credit Card), a recent additjon in this
region will go a long way in the matter of rural agricultural
credit delivery for economic upliftiment poor peasénfs. The
banks with the help of NABARD and RB are planning for
optimization of the peasants’ economic well-being. They
prepare schemes to attract more borrowers of MT loans for
agriculture and allied activities from among the villagers.
District Credit Plan for the year 2009.10 prepared by the
Lead Bank Dibrugarh district has already been received by
the banks. The concerning authorities through their PACSs
are planning for more loan facilities, Government of India’s
- Debt Relief Scheme for the poor borrowers shall be helpful
~ for the sample banks in launching

the beneficiaries are also full of aspiration towards the
implementation of schemes of the banks,

~ Thebanks Duliajan (‘A’) and Nahack afia (B’
bar iaja aharkatia (‘B’)
had targets to distribute loans of Rs.18 (eighteen) lakgls to

1652 beneficiaries (marginal farmers) during the year 2008-
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09 and Rs. 12.50 lakhs during the year 2009-10. As shown
in table 4.2 below.

THE
4.2 TARGET AND ACHIEVEMENT OF

BANK IN THE DISTRIBUTION OF THE LOAN TO
BENEFICIARIES DURING 2008-2009 AND 2009-

2010:

Targets | AchievementsRs. | Targets | o0 oments
Rs.in | inlakh (in bracket Rs.in Rs. in lakh
Banks |  PACSs lakh %) lakh 2003-10
2008-09 2008-09 2009-10
5 6
1 3 4
1 Naoiolia 3.00 2.50 250 | 2.00(80%)
Bakulani (83.33%) 200 0%
y 2.50 .
Bank i 3.50 2.50 :
oy 2. kheremia (71.43%)
Total Rs. 6.50 5.00 (77%) Rs.5.00 | Rs. 4.00 (80%)
(-) . 3.00 2.50 2.50 2.20 (88%)
Nigam ' (83.33%)
2.50 2.30 (92%)
5.00 3.00
’BBa'nk Tingkhong (60%)
3.50 2.50 Rs7.50 | 2.00(80%)
Rajgarh ' (71.43%)
S = 9.57%) | Rs.7.50 Rs
Total | Rs.11.50 | Rs.8.00(6 ) 6.50(86.66%)

their future scheme and

The table 4.2 shows the targets and achlever:lenlt Z 502f
the bank ‘A’ and bank ‘B’ in matters of lozn}vs (; o
beneficiaries of 5 PACSs under th?m du}‘mg otsy in case
2008-09 and 2009-10. The Bank A’ a‘fhfw;me:r 2008-09
of Naoholia Bakulani PACS for the perfol > yeof 2009-10
was 83.33% and during the next.ﬁnanma ftin e 0%
it was 80% against the targets aimed f%l; thg;  ehieverment
Kheremia PACS, during the year 2008- ie. 2009-10. it
was 71.43% and throughout the next year 1.e. >
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achieved 80% against the targets taken. In case of first
PACS, about 17% of the target is not attained in the year
20(?8~0.9 and the second year achievement decreases to 80%
which is 3.33% below the achievement of the first year. In
case of Khermia PACS also we find that the Bank’s
achl.evement in the first year is below the target by 28.57%
but in the year i.e. 2009-10, although the achievement has
not reached the target yet, the achievement is above the
achle\./er!lent of the previous year by 8.57%.

Similarly, Bank B’s achievement in case of Nigam in
thi year 2008-09 is 83.33% and in the year 2009-10 it is
88/o..In both years the bank is not fully successful in
fulfilling the targets but the achievement of the bank in the
second year is inspiring. It is 4.69% above the achievement
of the previox.ls year. Bank’s achievement in case of
;;'mgkhong durmg 2008-2009 is 60% which is 40% below
he target,obut d}1rmg 2009-10 the achievement of the bank
:se; ztg 92 /o which is above the previous year’s achievement
Ay : 7. It is really an inspiring sign of credit utilization.
A lgir3nobank B’s achievement in case of Rajgarh PACS is
’ .t Y% durmg :2008-09 but the achievement during the

eXL year that is in 2009-10 is optimistic so far. It is 80%
and it is above the previous year’s achievement by 8.57%.
. xeohl:lv; also found that bank A’ had taken targets of
acl.lie.vemem dfor. the PACSs in the year 2008-09, the total
o foreer ané'lzlnrl'g that year is 77% which is 23% below
oty o uring the- next year i.e. 2009-10 the bank
v tarf.et to dlstn!)ute the loan amount of Rs 5
ok achievement is 80 % and it is above the

evement of the earlier year of 2008-09.

durixllz t;g Os:.rg; \;/ay, we find that the target of the bank ‘B’
or the three PACSs was to distribute Rs.
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11.50 lakh for economic well being of the marginal farmers
and the Bank’s total achievement for the year is 69.57%
which is 30.43% below the target taken for the year. But in
the next year i.e. 2009-10, the target was to distribute 7.5
lakhs, whereas, the achievement was 6.5 lakhs (86.66%)
which is 17.09% above the achievement of the year 2008-09.

To be more specific, the achievement of the bank in
case of Naoholia Bakulani during 2009-2010 is less than
that of the year 2008-09. In other words, during 2008-09,
the achievement in case of Naoholia Bakulani is 83.33 %
and in the next year i.e. 2009-10 it is 80%. It means a
comedown of the achievement by 3.33 %, which is not at
all a desirable phenomenon. On investigation it is revealed
that several farmers were badly affected by the heavy rain
and hailstorm during harvesting season in the previous year
(2008-2009) and as such they could not avail new loan
facility extended by the Bank. Nonetheless, no such natural
calamities harmed the farmers of Kheremia, Nigarm,
Tingkong and Rajgarh PACSs during that season of the year.
Rainfall was normal and very congenial to the crops in the
field. We were also inquisitive as to the shortfall of
achievement percentage in case of Khermia, Ti{lglchong and
Rajgarh during the year 2008-09, because during that year
Naoholia Bakulani and Nigam had both 83.33% of
achievement. We came to know that these three PACSs had
heavy rainfall and hail storm during harvesting season in
the previous year i.e, 2008-09. Many of the marginal farmers
of the said three PACSs could not harvest good crops as
such and in spite of their willingness they could not avail
the agri further.

]%rhfgrtz:l Lo::lhse banks are less in 2009-1(? compared
to the earlier period of 2008-09. The targets in cases of
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Naoholia Bakulani and Nigam are less by 16.67% in 2009-
2010 comp.ared to the target of the period 2008-09. In case
of Khen:emla and Rajgarh it is less by 28.57% compared to
the earlier period of 2008-09; but in case of Tingknong it is
59% less than that of the period 2008-09. As to the
differences in the targets, we come to know from secondary
source that lack of viability and feasibility on the part of
several farmers is the major cause lying behind the scene.
Most of the marginal farmers (who are also beneficiaries of
our sgmple banks) are economically very weak. Their
financial side is too feeble to be overburdened them.selves.
But they have left no stone unturned in uplifting their

household economy at least to some extent. The banks

although, have revised the target to a lower level during

2002-10, most of the farmers of the PACSs did their best
possible effort in the direction to acquire loan during this
year. So the achievements of the banks during 2009-10 are
higher cor.npared to the achievement 0f 2008-09. In case of
Zlhe Nahohez Bakulani, although the achievement has stepped
down to 80% in the year 2009-10 vet, its percentage of target

Is at par with Kheremia and Raj garh PACSs in that year.
However, for a conscious and minute observer the
targets and achievements in both years would be seemed
?oEnethmg gloomy. Because, it is seen that the banks (both
A’and ‘B>) are bound to have cut down their targéted loan
’;alxlnount considerably during the year 2009-2010 and still
e same has not been fulfilled, in spite of that the targets

were fixed lower keeping in mind the achievements of the

previous year. However, the
. , these banks ¢ ;
done considerably an be said to have

for the marginal f:
the viat: armers who have been
© victims of poverty, for years together owing to limited
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production for scarce money and capital, scanty of rainfall,
inaccessibility to the markets for sale of products, shortage

of actual local buyers etc.

4.3 SIZES OF ACTUALCREDIT DELIVERY OF
THE BANKS THROUGH PACS, DURING THE TWO
YEARS OF 2008-09 AND 2009-10

“Microfinance is the supply of loans, savings, and other
basic financial services to the poor” — It is an opinion as
well as a definition given by ‘The Consultative- Group to
Assist the Poor (CGAP) '

Another definition given by the ‘Group’ is — “An MFI
(Microfinance Institution) can be bt"oadly deﬁqe as an
organization — Credit union, down-scaled Commercial bff_mk,
financial NGO, or credit Co-operative- that provides

services for the poor.

PACSs (primary Agricul
provide services for the poor an
finance comes from the concerning
PACSs distribute the money to their bene

to rules set for the purpose. .
Our sample Banks ‘A’ and ‘B’ also have delivered

credits to the farmer-beneficiariés through 5 (five) PACSs.
Two of them belong to ‘A’ and the rest 3 (Three) belong tf’
Bank ‘B’. Table 4.3 shows the amount of actual credit

delivery of the two banks:

tural co-operative societies)
d marginal farmers and the
Co-operative banks. The
ficiaries according



66 Rural Banking Micro-Finance System in Assam

Table 4.3: Actual Credit Delivery of the Bank ‘A’
and Bank ‘B’ through PACSs.

Credit Delivery A . -10
Banks PACSs | during 2008-09 g:";;%i‘;‘,’)ery during 2009
(Rs. in lakh) )
1 2 3 4
1.Naholia Bakuloni
.2, .2, hind 25%
Bank ‘A’ Rs. 2.50 Rs. 2.00 (leg behin 0)
2. Kheremia Rs. 2.50 Rs200 , . (25%)
Total Rs 5.00 Rs, 400 .. . (25%)
1. Nigam Rs. 2.50 Rs.220 ., , (13.64%)
Bank ‘B’
2. Tingkhong Rs. 3.00 Rs.2.30 , , (30.43%)
3. Rajgarh Rs. 2.50 Rs.200 ,, .. (25%)
Total Rs. 8.00 (Rs.6.50 , , (23%)
(Lakh)

Table 4.3 shows the credit delivery of bank ‘A’ during
two years (2008-09 and 2009-10) and the amounts shown
in the table are utilized by the
PACS and amount of credit is shown in lakh rupees.

Credit delivery to Naoholja/ Bakulani during the year
2008-09 is higher than the credit delivered within the year
2009-10. There is a difference 0f 25% between the amounts
delivered in two years. Similarly the credit delivered to
Kheremia during 2008-09 and 2009-10 bears a difference
0f25%. Consequently, we find 25% difference between the
total amounts of credits delivereq by Bank A’ to the PACSs
between two years,

When we look to the cregit delivery of Bank ‘B,’ we
find more or less difference in its three PACSs also. In case
?f. Nigam, the difference is 13.64%; in.case of Tingkhong,
1t 15 30.43% and ip Case of Rajgarh, the difference is 25%.

beneficiaries of respective |

i 7
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It is clear that the credit delivered during the I?reviou; year,
that is 2008-09 is higher than the credit delivered during

that is within 2009-10.
e rf?l");ltey::;sons behind the differences between the two

(3 k] d
periods in credit delivery t(l)g -t]l}e PAf(iEeb% [;}gslia;rékd gn gd
‘B’ are: one, the inability 0 PAC! .
Sl?)?: c::d?tr?frgm sample banks) for utlllzatlor} dl.mng the
second year, because a good many beneﬁcnarle.? were
defaulteZs- t\;vo PACSs were not active ex?ough :)o lnsp(;::
their bene;iciaries in raising their crops du?;i It{)zn;( Zeél? to:
three, some sort of lethargy on the.part'o e ey i
da v:/as also a contributory factor in this ma . They did
HOi, press their PACSs or did not fll)nk to l;;rfg: itgrelx; for

drive. Above all, ce,
ick and regular recovery : s
e s
i - But in sp1 >
e oDl ide to marginal farmers
‘friend’ philosopher and gui armel
b?}ﬂ: M;Aglggd'l?hese peasants although §tuml?tllllr11§a;2
garltmfess but soon they will walk in the sun-shine wi
ther.
e grzwnéolgiTERIA FOR SF;I;;:{C];IZISI?S OF
' OAN :

RS OF SMALL L. Y B/ ces
BOI;IROrXf/‘lﬁance is the provision of ﬁnat:llcnaslei\elgzézets()
indudil;g crodit, savings, insura.nce o 21u32d from the
individuals who would otherwise bel :;;( e

due to .

ial sector usually the
formal ﬁnanclfon dary sources, we come to k?ow S:z he
b AS per Selected the borrowers for mlf:ro- tgla? ! argrl o

iso e of plans
i iabili asibility ot pli - :
E:Z::teasf( v1z$:l;)t(})'rra:\sefr: are also considered in particular
en
Cases.
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Table 4.4.1

Selection of borrowers on the basis of the size of
land holding :

Landholding
In No. beneficiaries
St [Bighas Bank 'A’ Dullajan Bank ‘B’ Naharkatla grand
No. | 2008-09 |2008-10 [ TVotal | 2008-08 |2008-10 | Tomi | Total
1T < 2 3 4 5 6 7 8
1. |01 -02Bighas | 105 50 155 | 300 110 410 [ 565
67.74) | (32.26%) (74.46%) | (26.83%) .
2. | 02-04 Bighas |90 55 145 210 95 305 [450
(62.07%) | (37.93%) (68.85%) | (31.15%)
3. | 04-08Bighas |60 (60%) 40 (40%) | 100 129 ) 219 [ 319
(58.91%) | (41.09%)
4. [06-08 Bighas |70 ) 12 120 6 206 [ 318
‘ (62.50%) | (37.50%) (58.25%) | (41.75%)
Grand Total 325 187 512 759 381 1940 | 1652

Our 1652 borrowers (beneficiaries), of whom 30.99%
from bank ‘A’ and 69.01% from Bank ‘B” are shown in the
table 4.4.1 under four categories:

The table 4.4.1 shows the beneficiaries (borrowers) in
four categories on the basis of land holdings. They are shown
in bank- wise and year-wise division as per criteria of
selection of borrowers of loans by banks. The beneficiaries
are divided as land holders of the sizes from 01 bigha to 02
bighas as (category-1); 02 to 04 bighas as (category-2); 04
to 06 bighas (as category-3) and 06 to 08 bighas (as category-
4). These are marginal farmers who are a] along haunted
~ by multifarious problems and who cannot save but only try

2> pull on one way or another. All the 512 bereficiarias of
bank ‘A’ are divided into 1,2,3 and 4 categories and the
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distribution of beneficiaries are as - 155 in category-1; 145
in category-2; 100 in category-3 and 112 in category-4.
Similarly, bank ‘B’ has 410 beneficiaries ?n category-1; 305
in category-2; 219 in category-3 and 206 in category-4. The
picture has been shown seperately for 2008-09 and 2009-
10 years for bank ‘A’ and ‘B’. We find that tpe nu.rnber of
borrowers during the year 2008-09 is much higher i.e., ?2,5
as compared to 187 in the period of 2009-10 .of .bank A
Whereas, bank ‘B’, has the number of beneﬁcxarle.s as 759
and 381 respectively during the two diffeent perxoc.ls. .On
the other hand, the number of borrowers (bepeﬁmanes)
enlisted with the sample banks diminish as the sizes (.>f land
holding increases. It means that the nufnber of marginal or
small farmers enlisted as beneficiaries is greater among tl.le
total number of sample beneﬁciaries.. F or example, in
category-1, there are in total 565 beneficiaries for two banks
together, in category-2, 3 and 4 there are '45.0, 3.19 and 318
respectively. Again, the number of beneficiaries in category-
1 in bank ‘A’ is much lower i.e., 155 compared to 410 in
case of bank ‘B’. Similarly, in category-2, 3 and 4 the figures
of beneficiaries for bank ‘A’ and. ‘B’ are as 145 andf3t(t)1§,
100 and 219, 112 and 206 respectively. The reasons of this
distinction in the sample banks in regard to the propcfrtul)n
of beneficiaries are suitably discussgd earlier. Altematm:h Y,
more beneficiaries in category-1 pc)!nts out the.fact that the
sample banks are more sympathetic to marginal or Ver);
small farmers than the big farmers when the Ct];llesftlon ;
Selection of beneficiaries comes to the fore fgr et hzf?acé
However, our investigation has also dlSClOS; :amothe fact
that the beneficiaries who were o borrow urmgl the next
Year, that s, the year 2009-10 had to clear ﬂtll:lr ;:r: elﬁdaﬁes
during the earlier period of 2008-09 and so the
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of the latter period are thus regarded as the non-defaulters
of earlier loan repayments.

So, it is very apparent that marginal and small farmers
Possess a major place in the lists of bank ‘A’ and bank’ ‘B’
as shown in table 4.4.1. This investigator has further found
that these small and marginal farmers are generally excluded
from other formal financial sector due to lack of collateral.
It is the co-operative banks or primary agricultural credit
societies from whom these farmers can expect finance for
their economic wellbeing. Big farmers can easily approach
those banks or formal financial institutions for their required
financial assistance, Co-operative banks exist particularly
to assist the small and marginal farmers, to rescue them
from the shackles of economic bondage which is meted out
by money lenders, intermediaries and other social parasites.
The government of India is also adopting policies from time
to time to give a reasonable standard of living to them
through various ways and co-operative institutions on their
Part have also followed such directives towards these
farmers. If these marginal farmers are not given priority of
attention by these banks, then they are likely to be reduced
to further deterioration. Moreover India being an agrarian
country needs to look into the conditions of the farmers
and agriculturists from the very bottom. The constitution
of India also lays down some specific articles and sub-
articles for the upliftment of the socially and economically
depressed people of our country. It is also said by these
sample marginal farmers that they are bound to be satisfied
with the short-term crop loans received from the banks
through PACSs. Almost all the lands occupied by them are
low-lands and suitable for Paddy cultivation. This is the
only kharif crop raised by the farmers during monsoon.
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i free from stagnant water as soon
Low:lymg lands become etlands are used for raising
as winter comes and then these wetla " land
Rabi crops too. It is worth mentioning here that cro;} e
of Assam is generally different in nature from those o UP,
Punjab, Haryana, Maharashtra etc. and have some aﬁir(llllt;s
with those of Tamil Nadu, Orissa and some parts 021‘72)( rent
Most of the farmers of our study pzssess vtery thl':ne e

not co
of highland i.e. land where wate.r oes not :
suchflgands they had to raise Robi crops a.bl? earlier. Agl of
the marginal and small farmer-beneficiaries have eel}
provided short term (ST) loans and a few dfarme(rlsl%
category-4 (land holding) have been given “lu t;r:\:vs the
loans only. The table given below clearly s
d MT loans. ey
borrg"\:glr: (fésl'ga:hows the year-wise dlsmbl;tlor; grf
4. . an
borrowers of ST (short term) and MT (mid ;e;?tieosecond
the basis of sizes landholdings. The borrower from
"y 2009-10, are the new ones of getting lqanSZOOS-
)t::;’Xst and tht:, borrowers of the previous year l:ti 2009
: ong the borrowers )9-
o Have not b?sl: :;tllllztrzdheﬁ bfen the defaulters of earhf,r
m .
ven a chance to apply
1 , they have not been gl £
fg:nrfezvn(:o?ns. C)(,)nsequentl)’, we find thlzt pe;(i:ﬁrglaeg;e(;r
borrowers in all four categories of land ho lrrlsg of the year
2008-09 is higher than that of the borrowe O o bave
2009-10. However, these are thel})orlr:a\zseftaken before
gy ing their earlier )
;gg;dggﬁmzh;i I::;Z;nl%ence, have included tfl}?g ;r;ﬁ:
- an i
borrowers list of 2008'01?(; ?nvzgt:oéf‘g:ving already
beneficiaries of bank ‘A’ who, t taken loan
clea(:gc(i ltilar;-slgans earlier(t)h«’fm %333}?:; i-l:\‘/,:arll:d that these
afresh in the same year. Our s

10. Because,
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ings

Total

565
(34.2)

450
(27.24)

319
(19.31)
312
(19)
+6
1642
(99.39)
+10=16
52

ST

OAN
410 --
305

200 -
08
1134-
08
(89.1)

fland hold
219

is 0
2009-
10
40
(9.8)
30
(9.8)
25
(11.4)

(10)
115
(0.14

20

Rajgarh
300
2008- .
09
56.
(13.66)

41
(13.44)

59

(26.9)

29

(14.5)
185

(16.3)

Ba'ﬂk B

Benoflclgrles- 1140
2009-
10
77
(18.78)
44
(14.43)
44
(20.1)

(21.5)
208
(18.3)

43

Tingkhong
640
2008-09
182
(44.39)
140
(45.9)
46
(21)
58
(29)
+6
426+6
(38.1)

PACS
(Figures in brackets are the percentages )

2008-
10
23
(5.61)
18
(5.9)
20
(9.1)
19
(9.5)
80
(7.1)

Nigam
200
2008-
32
(7.8)
120
(10.8)

09
(10.49)

32
25
(11.4)
31
(15.5)

ST
MT
LOAN
155 --
145 -2
100 --
108 -
04
508-
04
(30.94)

2009-
10

42
(27.1)
34
(23.45)
22

(22)

25
(23.15)
123
(24.2)

290

Kheremia

‘Bank ‘A’
2008-
(33.55)
(34.48)
31+4
(28.7)
163+4
(32.87)

PACS

(Figures in brackets are the
52

09
50
30
(30)

Beneflclaries- §12

- distribution of borrowers of ST and MT loans on the bas

percentages )

[
2009-
10
24
(15.48)

28
(18.3)
21

(21)

22
(20.37)
95
(18.7)

Naoholia
222

2008-
09

37
(23.87)
33,
(22.76)
27

(27)
(27.78)
127
(25)

'l 30

Table 4.4.2

Sizes of |
(Bighas)

fand
holding

01-02
Bighas
02-04
Bighas
04-06
Bighas"
06-08
Bighas

Rural Banking Micro-Finance System in Assam 73
farmers’ domestic and purely personal troubles made tilem
refuse loans during that year. The percentage of SlTb azirsl
borrowers among the five PACSs under two sarfnll\D/[ Ezr ks
is 99.39 per cent (1642) and tt.le p.er.centagelo C.e I;t oon
borrowers is very negligible which is just 0.61 per ¢

otal borrowers in the two consecutive
of respective banks profile, it is shown

that 30.94 per cent belongs to S.T. loan borrowers oi: l;/{ar;%c
‘A anc{ 69.06% of bank ‘B’. Whereas, the number of M. T.

loan borrowers of bank ‘A’ is four and tha;c) of (I::fa};dk ;Bl :;rel

six only. Actually, the fact is that the nur? e;'h > far;n;;rs n

beneficiaries is much small and that too for ers of
ght bighas. There are only

i en six to ei
La:rcrl:vsgri;nffbl\e/lt?eloan and they all belong to category 4.

Bank ‘A’ has 4 borrowers of MT loan, two from Naholia

mia PACS. Bank ‘B’ has
Bakulani and two belong to KherefrOm o, three from

(0] .
six barrowers of MT loans, W0 28 (& 0 criod of

i m Rajgar period
g(l)r(l)%gggor%%l:n g:)gifl?n nun-lber of S.T. bgneﬁmarles ie.

in Ti PACS under bank
%), are found in ngk]}ong
?lg?f(:ils 'svleg’t))y Rajgarh PACS having 300 (1 sézt;?s) aﬁhl:
N Tohe lowest number ie. 20040(12.18A>) a(;ﬂ( A
igm eé in Nigam PACS and that t00 1S under b .
un

iaries belong
i £S.T. beneficiares be
pank A, e i nmnberl97.42%), followed by 222

i CS i.e. 286 ( . : 22
831(51;;6@3\11;/;‘0% PACS.As mentloneg. ealzée;;:/l;ebeen
of l‘ d t:) llding of farmers between 01-0% 15g£15 e 1ot
giV:?I pr?ority in providing S.T. loans (i.e.

‘B’ alone
: d for that, bank "B’ aiC
- out of 1642 of this categol')’z‘;l(r)l (24.97%) beneficiaries.

i to
lsl?s grorldﬁé:f ‘i:fnlfas sanctioned tl1l:he S:r?:h ';o 1;:(15.
ont ’ ere
benelﬁ;::l;aiies (i.e.9.44%) only. Then,

only) among the t
years. On the basis
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E;lil;i ;1288 such as, 02-04, 04-06 and 06-08 bighas where
1o (15 4e:3r ;f)‘ S3’I; borroowers come out to be 450 (27.4 1%):
o (8 n um;, , ? (19%) respectively. The reason of so
fonail & num tl;ar.o .M.T. borrowers is that these marginal
o s with ;31r tiny land Sizes are economically too weak
ofomow M oans for the time being but a good number
orb Wi“inarles from category 3 and category 4 expressed
Coir will th%;:;z to take MT loans in near future. The bank
L snd omeir ture plans for the beneficiaries of category
will o %v ;‘ys t to c<;xtend the benefits of MT loans which
il op YS 10 adopt other allied activities for their all
conomic development in the near future.

4.5
PROVI]I)JINNIE C?ria&l;NMANAGING LOANS,
AWA“;RthlESS PROGRAMME ;:”ETCCONSTITUTES
Percentalgee f::?;;gmg the loans delivered to the peasants, a
to them. So, a bo was charged against the loan sanctioned
Rs.700.00 (soven homy 2 R5-10, 000 needs to pay
the loans. As t erilhundred) only as the cost of managing
is concelzned (;tti ; ]CDOSt of training or awareness program
Agency) witl’l th s DRDA (Plstrict Rural Development
spends the e etco-ope_ratlofl of the concerning block
training programunt recessary in the matter of launching
expenses invol el Daily allowance for trainees and other
perrules . v.ed In the programs are borne by them as
! permissible. They bear all this as and when program
ank need not bear any financial liability

~N

in this regard,

CHAPTER-V

NATURE OF MICRO CREDIT PROVIDED TO
BENEFICIARIES BY THE BANKS:

5.1 AMOUNT OF LOANS PROVIDED AGAINST
AGRICULTURE, BUSINESS (TRADES),

SERVICES etc.:

“Micro credit is a provision of thrift, credit and other
f very small amount to the poor in rural,
an enabling them to raise their income
andard”. -With this end in view

the sample banks have provided short term (ST) and r.nid term
(MT) loans to 1652 beneficiaries against their agriculture,
business trades etc. The table 5.1(a) given below shows them

all for the year 2008-09 year. o
The Table 5.1 (a) has shown the beneficiaries for the year

2008-09, who are distributed micro loan in four categories on
the basis of their size of Jand holdings. Thus, the banks have
classified the farmers on principle as from 01 to 02 bigh.as up
to 06-08 bighas. Accordingly, 105 (o5 32.31%) beneficiaries
in category 1; 90 (or, 27.69 %) in category 2; 60 (or,18.46%)
In category 3 and 68 (or, 20.92 %) in category 4 have been
Provided S.T. loans of Rs.96,050 (19.21%); Rs.86,550
(17.31%); Rs.1,09,350 (21.87%) and Rs. 1,40,50(3 (?8.1%)
respectively for raising various food crops, by bank ‘A’ during

financial product o
semi urban and urb
level and improve living st



Table 5.1(a):- S.T. &M.T. loans sanctioned against raising various types of agricultural crops, business
]

trades or services etc. on the basis of classified size of land holding for the year 2008-09

~
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the year 2008-09. There are two (i.e. 0.62 %) borrowers of

" mid- term loans who have received Rs.67.550 (13.51%) from

bank A’ for the same period, meant for purchasing capital
equipments on behalf of agricultural and business purposes.
Loans provided to the beneficiaries are not proportional. They
have been provided the amount what is actually needed to
them and in this connection, the bank has processed it after
proper scrutiny into the necessity and ability of the
beneficiaries so that they might not adversely suffer for the
loan burden. For instance, the amount of loan (S.T.) provided
to each individual beneficiary is the same within a category
of land holding and dissimilar among all categories of land
holding. Two M.T. loanees are found comparatively well-to-
do farmers from the points of land holdings and house -hold

economic conditions. .
Likewise, the beneficiaries of bank ‘B’ are also divided

into four categories from category 01 to category 04 based on
the same principle just like what is in case of bank ‘A’.
Accordihgly, the four categories from 01 to 04 are getiing
S.T. loans of Rs.1, 28.800 (16.1%); Rs.1, 47,120 (18.39%);
Rs.1, 44,400 (18.05%) and Rs.3, 01,200 (37.65%) respectively
for rising crops only. MT loanees who are three in numbers
only, are given Rs.78, 480 for purchasing capital equipment.
The percentage of this MT loan is 9.81% of the total loan
amount delivered by bank ‘B’ for the year 2008-.09.

The table 5.1(b), that follows thereafter (given bellow)

shows the loans provided to the beneficiariés of four categ.or§e3
e table shows that, the beneficiaries

durin

g the year2009-10. Th cia
Of ST (short term) loans in each category unde'r bank ‘A’ are
Smaller in number in relation to that of the previous year. The

Percentage of beneficiaries in each category is nearly half of
the Perceitage of 2008-09. They are 50 (26.74%), 55 (29-41%);
40 (21.39%) and 40 (21.39%) in 01, 02, 03 and 04 category
Tespectively. The amount of loan disbursed to each category
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Rs.6, 50,000

381

187

Total

Rs.4. 00000
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successively from 01 to 04 are Rs.52, 160 (13.04%); Rs.56,
400 (14.1%); Rs.1, 03,160 (25.79%) and Rs.1, 06,160
(26.54%) respectively out of a total amount of Rs.4, 00000
prearranged for the purpose. Borrowers of mid term loan are
only two and they have been provided a sum of Rs.82, 120 for
purchasing capital equipments. The MT loan allotted is
20.53% of the total loan delivered for the year.

Similarly, Bank ‘B’ has sanctioned S.T. (short term) loan
for the beneficiaries of three PACSs under it. The beneficiaries
are also divided into four categories on the same basis and
have allotted the amounts to each category for raising crops.
Beneficiaries in each category from 01 to 04 are 16.78%;
21.06%; 31.1% and 30.27% respectively out of atotal of 381.

The bank has thus, sanctioned loans to each category, just
like bank ‘A’ as 13.91%; 11.09%; 18.74% and 41.39%
successively out of a total amount of Rs.6,50,000 allotted for
the same. The MT (mid term) loan sanctioned to three
beneficiaries (0.79%) is equal to Rs.96,655 (or,14.87%) of
the total loan allotted for both ST and MT for the period 2009-
10, and each of them has received more than 32,000 rupees
for purchasing capital equipments.

If we cast our eyes outwardly to the amounts of loan
delivered to the beneficiaries, the loans seem to be much
smaller. But if we attentively see and minutely probe into the
affair, we cannot but appreciate; the banks as because these
Cco-operative banks are not on very strong footing as those of
other parts of India particularly Tamil Nadu, Punjab, Haryana,
Maharashtra etc. The peasants are also hard- pressed.n.largmal
farmers time to time affected by natural calamities and

multifarious domestic problems.
[ X X J



CHAPTER-VI

TERMS AND CONDITIONS AGAINST
. SANCTIONING LOANS:

The 1652 micro-credit borrowers are the actual
members of 5 PACSs of sample Bank ‘A’ and Bank ‘B’.
The conditions to be a member of any PACS are- (a) every
one of them has to pay Rs. 11 (eleven) only as a membership
fee for acquiring membership of the concerning PACS; (b)
he has to produce permanent individual landholding
certificate issued against his name by the Deputy
Commissioner of the district. That is, each and every
member should have a landholding certificate of his own,
and only on that basis, loan is sanctioned and (c)itis a
- principle of the sample banks that each applicant farmer’s

land holding must not exceed 8(eight) bighas (a little more
than 2 and a half acres) of land. That is, a peasant who
possesses up to 8 bighas of land holding and lives in a rural
area is regarded as marginal and small farmers wherever
applicable and is eligible as an applicant for a loan. The
basic objective of the sample banks is to make such farmers
€conomically viable and self-sustaining. While sanctioning
loans to borrowers sample banks are to examine the viability
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and feasibility of the borrowers about appropr.iate tL;:il.iza:“olz
and repayment of the loans without harming their

. standard of living.

On the basis of these conditions, our (inve:ltligz:::l)( : 622
marginal farmers have received loar}s ﬁ'omT (; o te.rm)
said earlier, 1642 of them have recen{ed S. o)
loans while 10 beneficiaries have received M.

loans.

S.T. loans given to the 1642 farmers are sanctioned flcﬁ
3to 6.rr;onths i.e. the time period generaliy n:c:::i;ym -
rorc is why, these loan:
i crops and that is why,
z:z:lsstﬁ'%? lec::ns. Ilzlowever, this period of repayment may

ially i borrowers
be extended to one year especially in case of the

! me natural
who may suffer due to the occurrence of so

ers fail to
calamities in their cropped la’.’d' v sontl'e :;Z?;ime ie. 3
repay their availing loans dur:,l;gotfﬁ: ;zar i.c. ifthey take
06 mont.hs and f;sy; ?;t;; edue to natural calami.tlies :cl)k:
another six mon draught, excessive rainfall etc. while ct (p;f
ﬂoo.d ’ ?haﬂ;:gn;he banks do not charge any e;(c:f:l :r?ni o

) e

?t:teeigst v?/hatsoever. However, the banks must

through first hand evidence.

As regard to the M.T. 1(y

i s only. / :

?’::sancz(s)ir:f;it:; zh);e;rurpose and situation for which the
co

urveyed M.T. loanees have
ted. Our surveyee ipments for
:z:n :laj tl;e: l;o%a:lznin purchasing capital equipmen
este

agricultural farming only.

Mici:fenﬁ) loans, these loans
But it may be gxtended to5
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6.1 RATES OF INTEREST AGAINST TERM OF
LOANS SANCTIONED TO BENEF ICIARIES:

As regards to the interest rate of ST and MT loans, it
is charged in a graduated rate by the PACSs. Initially, the
sample banks charge 9% to 10.50% interest per annum
against the loans sanctioned from the borrowers. However,
The PACSs charge higher rates of interest than that of the
banks. They charge from the ST loanees at interest rate of
9.50% to 11% per annum and the rates of interest on MT
loanees are ranging from 10.50% to 12.50% per annum in
proportion to their amounts of loan sanctioned. PACSs have
the rights to fix excess interest over and above rate
determined by sample banks up to a limit of two per cent
only. This is done to meet the expenses needed for
maintaining the book of records by the PACs. When the
repayment time goes beyond the preset term, the loanees
will have to pay the same rates of interest unless and until
the banks review the rate of interest depending on the
flexibility of the market rate of interest for such agricultural
loans. The table 6.1 shows the levels of interest differently

for various amounts ST and MT loans from borrowers within
two periods of 2008-09 and 2009-10.

Rural Banking Micro-Finance System in Assam
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Table 6.1: loans sanctioned to beneficiaries classified by
rates of interest for 2008-09 and 2009-10 together:

t of | Rate Benefici
Iilo. Aml?)auﬁ ° of aries of ST/MT
classified inter two loans
est years
1 2 3 4
Rs.400°00-
D Rss.800’00 950 | 565 ST. loans
%
.800°00-
RRsS.1,500’oo 10% | 450 | ST.loans
2)
.1,500°00-
1;1.2,000’00 1050 | 319 | ST.loans
3) %
2,000°00- |
11112.22,500’00 11% | 308 ST. loans
4) ’
Rs.25,000°00 1050 | 3 | MT.loans
5) [Rs.30,000000 | %
" [Rs.30,000°00 T o
6) |Rs.35,000°00 I
Rs.35,000°00 50 1 \IT. loans
. :
7)  |Rs40,00000| % | ——— ]
Rs.40,000°00 50 ; M. loaas
- .
8) |Rs.50,000°00 ’:”’/
_—_—-’————_’ .
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The table 6.1 given above shows how the PACSs have
. charged different rates of interest at various amounts loans,
terms of loans etc. from the beneficiaries of the PACS. As
the PACSs of Assam Co operative Apex Bank Ltd are
financially not strong enough, these extra amount of interest
charged by the PACSs not only brings in some money for
. Smooth functioning of their good offices but alsg at the same
time made borrowers aware of the loans to repay as soon as
possible after utilization. However, the rates of interest
whether they -are charged by the banks or by PACSs are

- lower than the rates of interest charged by other banks from
the borrowers.

6.2 SECU'RITIES / GUARANTEES / MORTGAGES
RECEIVED AGAINST SANCTIONING LOAN:

In our study, 99.39 per cent i.e., 1642 out of 1652

beneficiaries of our study are borrowers of ST (short term)
loans for raising crops only and these loans are meant for
!charif and robi crops so, these loans are known as crop loans
In accordance with these financial institutions . Moreover,
as every loan taken by the beneficiaries have not exceeded
Rs. 50,000 therefore, according to the procedure of the
sample banks (Assam Co-operative apex banks Ltd), no
collateral secmities/guarantees/mortgages etc. are necessary
from the borrowers for any micro loans availed.

Again in case of MT loans sanctioned to 10
beneficiaries and investigated through our study is much
below three lakh rupees. If the loan amount is three lakh or
above, collatera] securities are needed to submit by the
borrowers before availing the same, So, our 1652

eficiaries are free from such obligations.
Y

CHAPTER-VII

RECOVERY PERFORMANCE OF THE BANKS
(Through PACS)

“The great challenge before us is to aEdfiref.s tl?e
constraints that exclude people from full pa;tlgsz:lgzi;g
the financial sector... Together we can lan ust build
inclusive financial sectors that hel%s peop1 e improv

eral.
ives”— Annan UN Secretary Gen o
hveSThf f(i)fldamental principle of co-ope.ratlve mstltutlcc:)n
is to help the people in improvigg the};l;3 :;;e?nt:ggzghwnh
i d mutual understanding.
gf::ﬁtlznhi?nanitarian idea, our Banks have extended

financial assistance to the 1652 beneficiaries m.roughﬂ? vli
lnanma. o hope of giving a new lease of life to the
PACSs in the hop household economy and

dilapidated condition of their . doing something

actually these marginal farmers artl oing something
appreciable coming up slowly and silently

ir (Bank) assistance. But
: through their (B
?}feegggx?glcrzl:i‘zleerg to the beneficiaries mustebf, ;:C(;Vered
selves.
only for thg interest of the l?togi‘zszs::j;ation with the
recovery performances OUg ‘ .
i e. , wn their
lend?ﬁ perfcrr?:tcanks (A’ and ‘B%) havetiS::ed during
recover; ;:;lgnnances against the Joans szt;i o-operated
2008-09and 2009-10 years. The borrowers
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diff.erently. some have complete.d .thel;'el:paymf;gtcgsfs l.(f;hn:
on time, while others have done it in a lengthy pro o
table 7(a) given below shows the recovery pompon of the
s.
ample banks._ () above showstatthe wo PACSs of ank
‘A’ have recovered loans more than 36% in two yearsst;/ Org
elaborately, Naoholia Bakuloni has recovered 3 P/o\ éag :
kneremia 36% of the loans in 2008-09. These 'Tw;009 i
have also recovered 38% each in tl.le next year :ﬁr gkh;né
Similarly, two PACSs of Bank ‘B’ i.e Nigam ?;‘ $er 38%
have recovered 36% each while,.RaJ garh co;oogeg 0 O the
of loans given to the borrowers in the year 41.25%, 36%
other hand, these three PACSs.could reallzgo9 '10 ’ ’
and 38% of loans respectively in the y eari_Z ] a-ns : uarterly
The beneficiaries generally repay their °d thgmselve !
as agreed upon between concerning bank ?I:vhatever they
earlier. Normally, they sell their products o h some weeks
produce in the weekly local markets and ads Sucount of money
are needed for them to collect the require arne beneficiaries
for repayment. However, there are also sgm coment made
who repay on monthI)l/l l;azﬁgzcﬁl?é ‘t;; t::l:sgcrome to know
i throu . and
;'rv:)tltllx t:ticll);ntﬁat somge' béneﬁ(l:ia.r1csetsarilrl:lc;na:::j B:tn:éi :z;e -
: in single 1n: .
0 ettt rom the fime of harvesting e o il
few irresponsible borrowers, who have rep

T s o e ey 1 s
from borrowers of microcred’: operative Apex Bank
Just like other branches of the Co-0P been facing
. Justlikeo le banks have also ;
In Assam, our two sample that have been extende

o multes in the recovery of !oans e of two years. Despite
%0 our studied 1652 borrowers in COurs
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this, the banks have been adopting every possible means to
recover the dues from the beneficiaries. Following are the
rules framed by our sample banks like all other branches in
Assam with the help of their respective PACSs. Such as-
a) frequent persuasion to borrowers to repay their dues;
b) request to the borrowers for compromised settlement
of overdues;
¢) engagement of recovery agents to collect the borrowers’
loan dues on contractual basis;
d) application of BPDR ACT and
¢) filing of Bakijai cases against defaulters.

First step is rather mild and quite co-operative without
any harassment to the borrowers. The reason is that every
Co-Operative institution rests on co-operation for mutual
benefit particularly for those who are served. So, like other
branches our sample banks also follow the same steps of
frequent persuasion, believing that such a humanitarian
process generally gives out desired result. Accordingly, the
banks (A’ and ‘B’) have been able to motivate the farmer-
borrowers in maters of Iepayment. The second one is the
compromised settlement of overdue. By this process or step
the concerning bank is making a settlement with the
borrowers as to how to pay, when to pay and how much will
be able pay after within a certain period etc. This has been

paving the way for the borrowers to repay in pieces of their

loan. Third process is the engagement of recovery agents on

contractual basis. Bank officials leaving their allotted duty
in the banks cannot indulge in going from borrowers to
borrowers to recover the loans all the time nor can the
responsible persons of the PACSs do the same neglecting
the daily office works, So, they have taken recourse to such
agents on contract. The agents collect the loans going every
NOW and then to the borrowers in exchange of some

: i 89
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emoluments given by the banks to them for thlstp ;rsz«i)se.
This is purely on contractual basxg and so, it 1s nt(;I 2 st?p?si
for the job. Despite many co-operative and hun;aru i
taken by the sample banks, some borrowers b0 no g}i)t znder
heed to them. These borrowers are therefore r}(ﬁgorrowers
(d) and (e) steps. According to BPDR Act, 51110 e
are withheld from further grants ?floa.ns unt(; ; ainst much
loans repaid. The “Bakijai cases’ are IOdE:k Zg[ong period.
dishonest borrowers. Such cases EEiEe T ;_3 nal step taken
In fact filing of a Bakijai case 1S the Ieist or (lj o
against those borrowers who haV‘? i 1.espotr‘1 their repeated
other means for the recovery, in spite 0

application to the borrowers of this type.

1COVERY OF LOANS;

" PélOBLf?:aﬂ': i}sI::t tRhfg)ot cause of all the p?)brkt:;:ft
that ar?sg: 1'131/1 recovery of loans. It 1s m.eﬁtlfcln‘c‘)lzccil e:; clzeessive
monsoon comes every year alongA\ﬁ‘;c T a s
rainfall, untimely rain, hailstorm e‘tc% 11 also come to damage
that Pe;iOd drought and heavy raia the reaping season.
farmers crops in the field, more s Jufst in

Such disrupting situation, in €ase ol oy o O
very often appears and conseglrlf; tgecausq all the farmer.s
oEpay [airis agn?n]:[r)nafﬂz%;se paddy as the }lmngslpf‘é :th::
(L::l <()i ertE(l)lre ?chsi' anf)d sale purposes. ?agi)enjtn suffer when
C0n11) aratively having a bit high e everal days without
the lilin is heavy and lingering for ¢ in comparatively
interval but if such 2 situation ().ccur;e farmers become
lowlands and lands by the 1iVer i es in reaping season,
helpless. Similarly, when hailstor™ commctin'le entire paddy
it comes so heavily and thickly that s0

crops are fully damaged-

our 1652 beneficiaries -
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can do. They, therefore, do
deplorable conditions happen
bound be lenient s to say.

Thirdly, the existence of certain opportunists, self-

centered rich people in the villages also results these marginal
and honest farmers suffer badly. Thos

‘often debar thege Peasants from gett

not press hard while such
ed to our farmers; they are

who are honest ng doubt, but they are so uneconomical in

spending that they forget their liability of repayment of loans.

They have been Spending lavishly in sundry affairs and so
suffer at last, They in this Way spend much money

unnecessarily and consequently, they faj] to repay their loan
to the concerning bank, |

Indifference t0 repayment of loans also creates a -
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i after
rs in our study, who
re are several borrowe 0 2%
pmb'le'm ’{(};:n from the banks, totally forget th:tc El;er o tg
:(c::;::::lgﬁom bank must be returned on time

i i ise crops or do
the agreement. They utilize their loans, raise crop

e so self-centric that
; ake money; but they ar s they
busmc? N 2?i£n think of repayment of debts a:;d ;hr:tively
feydon lem for the banks. These are eo Pd ok
create pr(l;b e:)nwers and they are  bit e?{pelilenced o
Z('iu}f ated or’f‘hey even persuade the S-lmpt;erinabout the
b;s}rgvrlveei;yio follow like them and telil::tg |
debt redemption policy Ot;hﬂ;epgrngg encountered by tlllle
However, whatever ine loans, banks are generally
: aying oans, .
rmers under Swdyhl;lr;:ﬁit);rian steps in case of dia::nlt;:: i
ﬂ;und ° ?;V; ;aekr:rr:ally follow those steps that canno
of loans. The

So, the banks
ing of the defaulters. hoir
e ec?anO}TyP:C‘gzl?::;lfade the defall:t;; K)srszli):);bove,
. on goes . es are
dues. Thlsaaget ,?tfspse;lsél:ts; d from the concerning villag
recovery

: t
aid some amoun
in the recovery of loans. They al':’hr; amount of loans
e o for the purpose, based on are exempted
Ofcommmlof?o; the borrowers. Borrowers
they collect

; the loan amount
. f they repay the e
t of interest 1 4 iod. These ar
from extra amoun - within a pam(.;ular per be benefitted.
by a particular date 0 that both sides may

; : S0 o is filed against
all done quite amlcea;gps foil, “bakijal 525 ioc;ged against
Sut when alltt(til:;aulters. This is a sort 0ft<33]13ut such cases are
those adaman Jize their unpaid amodecision making. .The
defaulters to rea time for ition have given
very rare and take a long do condition ha

II-to- - those
defaulters (under Stu‘d}l,) :jsw‘:i thin a short period and
Consent to repay their lo

esses
an it via several proc
n Jeem of their debts a bit via S¢¥
¢ ces to redee
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by the government . After all co-operatives are really co-
operative to the weaker communities and it is found justified
from the activities of the co-operative institutions.

7.4 NATURE OF RESPONSES OF BORROWERS FOR
REPAYMENT AND THE EXTENT OF SUCCESS IN
THE RECOVERY DRIVE OF THE BANKS:

"Man is a rational animal’ so it is natural that man can
behave rationally if he finds time and atmosphere for
understanding any problem he faces. For this rational trait
the borrowers of our study have paid an affective response
to the recovery drive of the banks. They are generally not at
all unmindful to the steps taken for recovery of micro credit
loan. It is the natural calamities, illiteracy and ignorance on
their part that are solely responsible for non-repayment or
partial repayment of that loans they had taken. Then, there is
the existence of some dishonest and opportunist in the society
who for their own interest try to lead the borrowers astray.

We find that majority of the borrowers have positive
TeSponses to the recovery drive of the sample banks. As table
7(b) shows, a good many borrowers under bank ‘A’ and bank
‘B’ have repaid their entire amount of loans while a large
number of beneficiaries have repaid the same percentage wise
within time scheduled. Only a small proportion of
beneficiaries, have repaid nothing against their borrowings.
Borrowers are found of three categories at least. The first
group categorized as ‘spoilt child’ of the society who always
want to be rich at the cost of others, The second group follows
the first group and withholds their loan repayment either for
being afraid of them o being assured by them that
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bonded and even indebtedness to the rich people etc. and so,

they are the actual poverty stricken peoplg
The recovery drive of the banks is not altogether

discouraging. Rather the recovery drive is on and on. 'I:he
secretaries and presidents of the PACSs and agents are tlymfri
their level best to realize the loans from the bon:owers an
even the borrowers who have not repaid at all t.ﬂl date are
known to have come to an agreement to repay on mstallmen;
basis. The table 7(b) given below shows the percentagc?tsh 0
borrowers who have repaid their loans fully, partly etc. v:ll ﬂllg
the time period agreed between concerning bankﬂna}n § the
borrowers of the respective PACS. It is seen fr01112 b s ble
that maximum number of borrowers i.e., 410 (2f1.18th oz ilu; et
banks A and B have repaid cent per cent loan tl113 ! aevé ne of
our study. While, the borrowers under liank e
found more responsible for repayment of oatlllfs g,
that of bank A. For instance, under bank !3, e ?n eniages
of borrowers repaying 100 per cent loan ls.rainngg frgom m 20
to 33 per cent whereas, for bank A, 1t 1s rangf o i
18 per cent only. Simila;ly,etli';f &Zl:zrtl‘?f:k OB s aloo larger
r i ercent or abov: .
lel:?c}l,r:r?sg ignpging from 16.7 to 37.5 per .cez:l;s a:!:)(;nganﬁff
cACSs than 133 10 2‘:}.1? peryczl;tvg:l golzﬂoﬁgh this table
amo PACSs. In this way, nes of
micrr:)gsz;v;ically, we again find that etzteol:-e;geirrll cis e
porrowers repaying less ¢ peri_ bank A. Likewise,
bank B is better compared to that 0

i of bank
column No. 8 in table 7(2) chusei :hti :aég;a[:ligeof e
o For example, when B™8 M B, it leamed tha

(zero repayment) between banks Aank B is much smaller
the number of defaulters under b osedto 211029
Which is three to seven Per?g:t Ongofs%i%ind this are that
Per cent in case of bank A. 1he ¢
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CHAPTER-VIII

EXTENT OF UTILIZATION OF
MICRO CREDITS

“Some one who does not have a lot of money isn’t
likely to want to take out a $5000 loan, or be able to open a
* saving account with an o

pening balance of $1000 hence
‘micro’. The Consultative

Micro credit, therefore, is the credit served to the poor

who are unable to approach formal financial institutions
for want of collatera]. The 1652 beneficiaries of our study
too being marginal or small farmers possessing very small
landholdings are fairly benefiteq from micro credit provided
by the sample banks through their own PACS:s.

8.1 Extent of utilization of micro credit/ loan in activities
relating to agricultural operations:
Out of 1652 beneficiaries of five PACSs under banks

. ‘A’ and ‘B,’ 1642 beneficiares have been provided with

S.T. (Short term) loans for raising crops like Kharif and
Robi and 10 beneficiaries ]

have got M.T. (mid term) loans
for purchasing capital equi

pments to be used for agricultural
purposes. The following table 8.1 shows the extent of loans
utilization by the benefic

iaries during the year of 2008-2009
and 2009-2010. Co

Group to Assist the Poor (CGAP) n

i 97
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Table 8.1 given below, shows that 1642 borropze:; f;omn;
S1.No.1 to 4 have been provided short tenn;cl)iatls; :ﬁown g
rice and other cereals and from Sl.. No 5 to.d t:rm nown 0
borrowers which have been sanctioned mi -the . o
mentioned earlier, these M.T. loans be.long fio PN
farmers possessing land sizes.zarzlg:gihocs);nfarmers ieht

ighas. Short term loans provide ™ e
gfsl;:zs iomparatively smaller sizes ofl lar;d ?gat:; b
bighas and used for raising crops called crop
the two year period.

i t activities of

ilizati f loan on differen
e ers o (S) T. loan from a meager amgunt
d borrowers of M.T. loan from

. of Rs.50,000 are utilizing
D e o poform vaious ntons of
in varying ; egexample7 34.2 per cent (out (;) o investing
agriculture. Ora er loan between Rs.400-800 ar of seeds,
borrowers of me . ping as- 20 % on Pu’f.Chasmi 30% on
the capital on Crull::;ivatiol'l and harvesting a(I;erial No.2)
25% each on Ct'vities. The second category e as- 20%
miscellaneous ac8100_ 1500 are investing thf Samharvesting
borrowers f’f Rs. ds. 40% on cultivation, 25 %0 O;Ird to third
on purchasing se¢ cllaneous functions. AS reg seeds, 40%
and 15% on misee o) 30% on purchas o = aly on
category (RS:ISO ;5 on harvesting %nd ﬁ; 35% on
on cultivatlofla ms. Category four 18 anet?ng.gHowever,
miscellaneous lt?t.va;tion and 25% on harvesh category of
seeds, 40% on culll of investment for ea;, er larger is the
from percentages d that poorer the borr0 ower larger is
borrowers, it is foun matters. Richer the borr1esser or zero
fl’l;:endingd(.)ngslcl:ldrp); oductive functions but

e spendin

As to !
agriculture, borrowers 0
of Rs. 400 to Rs. 2,500 an
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spending on sundry activities. Whatever the loan amount
they availed, they have spent all on growing paddy and
cereals.

A few borrowers (ten) availing of M.T. loan ranging
from Rs.25,000-50,000 are utilizing all for purchasing/
hiring capital equipments like tractors, power tillers etc. in
modernizing the pattern of cultivation. The capital
equipments have been used both for self purpose as well as
for commercial purposes to earn additional income from
from tilling others agricultural lands.

As mentioned, MT loans belong to those who possess
land between 06 to 08 bighas and carrying on agricultural
activities through mechanicaj devices. In normal situation,
they can be said to have better managed family without
facing much difficulty if, there is no damaging of crops by
floods, hail-storm etc.

The borrowers of short term (S.T) loans, on the other
hand, have been benefited much by utilizing the agricultural
loan and helps uplifting their economic conditions. They
were in a very sorrowful state so long they had no loans to
utilize, only after receiving the loan and utilizing the same
on agricultural activities, a specific change came to their

economy. They got their food stuff to sustain themselves
for the current year (of study). Most of them had no bullocks
to till their cropping fields; no money to buy seeds and
fertilizer etc.. But as the loan being provided by the bank, it
enables marginal farmers to acquire required inputs
necessary for farming. They got the opportunity to hire
power titters or tractors of the neighbours for ploughing
their fields. Now 60% of S.T. beneficiaries are found using

mechanical devices by pay ing input cost to others and thus
they now able to raise summer and winter crops together in

i 1
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different seasons. Another 20% of the farmers are h? Vlng
their own bullocks and remaining 20% faﬂnerls arjelgglr::)
having hand-puller (a hand-driven two whee te:r venie )
purchased out of their own income, necessa:liy . :vr;Zle
products of rice and vegetables to the cal yb(:):lt in the
markets. Such changes have been brouglh tttfelr took short
family economy of the farmers only after :of our study.
term agricultural loans during the two ye%?r osition of the
Seeing the comparatively better-oil p v farmers of
borrowers of S.T. and M.T. loans, Son;eblzlks and shown
similar conditions have come to the sampe ing up fisheries,
their willingness for such loans for openin gtheir limited
plantation of tea and pineapple etc. ‘

i ample
landholdings. We find from interrogation that the samp

eficiaries
banks have the targets also t0 include some nev;:1 lt)ljrtte
: i e near .
in their business expansion plan 1 th

tilizing micro loan\:;e < with keen
After immensely studying sample l:lzriggether we find
int atience and labour for mor.lt. jon of loans crop
tﬁairtis:nfaj ority of problems in the utilization oL
up from their utter simpli‘l{it?’ ;gnor friendly that they want
: i0
They are so simple, relig m
to lead a life which is total1yffftrhe=e~eirfrlzan
over. So, they spend 2 part?'l.o ation.
sake prior to its proper utt!iz of ours
Secondly, all the bf)‘:rowers
by their mission or Vision o
undoubtedly and have somthem stay at
but lack of ambition makes BT 2, o
more or less. This has a s:e.rloutheln
loans, We have been Visiting

The problems in u

tudy are not inspired
are hard workers

the utilization of
nths and
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studie i R
loans.%vtlhﬁ?:czcnmghe-s concerning the utilization of their
of the borrowers Ii\tl'n lce‘ltmg personally we found that 75%
have no sincerity atlng in different villages of five PACSs
target. they are ju s and. no definite goal to meet the
Thirdly, th-:a Strglljased. with what they are getting.
arises from the pogjnt fer_n In the utilization of loans also
More than 61% of th Ob view land holding of the borrowers.
of land (i.e., 01 to 54 (t))l:rowers although possess tiny sizes
areas is found scattered ighas only), their individual land
on this area of land ire here and there and so cultivation
Fourthly, sometis at all unprofitable for the farmers.
major iTlflpedi,ment i T}f S natural calamities also created a
to fifty per cent bon € proper utilization of loans. forty
thirty five to forty rrowers under Naoholia Bakulani and
under Bank A" haye cufp oS Wder kheremia PACS
during 2008-09 At‘éﬁ Suﬁered a lot from floods appeared
flood water, the.y Couifl time, as a consequence of lingering
?ad bought of seeds fe;lt(i)ltigro pterlyf e whatever they
nversel i etc. for the croppin ;
villages 131/;];;1:1{?: ihm o Bk B Darticularlzpli\;giriznicll‘l
for want of rain e and_Rajgarh PACSs have suffered
25% to 35% fam?lStead during cropping season. Almost
from the drought IEI'S under the two PACSs have suffered
farmers solely dé . absence-oﬁrrigation system, (as these
proper benefit fr oy ol in), they were unable to reap
Fifthly delaon'] the utilization of their loans.
problem in the tin::el]n e Jprocessing of loans also creates a
and therefore, the yun-hzatlo" of loans by the beneficiaries
villages for a;m 1}[’ casily pray to money lenders of their
all amount of capital for investment. This
e villages and as such 25 to 30
under bank A’ have been taking

1S going on almost in a]] th
per cent farmers of Khermia

Py —-—
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loans for farming from the rich people of their own villages.
Similarly in Tingkhong, 20 to 25 per cent; in Rajgarh 15 to
23per cent and in Nigam 20 per cent farmers have been
taking loans from this source during 2008-2009 and 2009-

10 years. As and when co-operative loans are released, they

immediately spend 15to 20 per cent of the loan amount on

un productive activities.

Lastly, the habit of celebration o
ceremonies by these rural people rather expensively diverts
loan utilization from productive to unproductive channels.
They thinks that money thus spent will be compensated
some how from other sources. We find nearly 30 per cent
of borrowers to have done it in our study period.

These problems are said to be endogenous in nature
that arise in the utilization of loans by the borrowers of Fhe
sample Banks. There are some peripheral problem§ Izlfe
untimely occurrence of diseases due un- hy.glemc
atmosphere in most of the villages, children edt‘lcatmn efc.
in which the farmers have to spend time and Ofteltl enough
money. When loan money is quite in hand during such
problems these marginal farmers are bound to spend-out of

the loan amount insincerely.

If concerning authorities pay
activities of the farmers as well a
area, some problems may be solved t

f religious and social

a keen attention to the
s money lenders of the
o some extent at least.

00




CHAPTER-IX

CONCLUSION AND POLICY IMPLICATIONS:

. The study was undertaken to identify the objectives,
targets, p!ans and programmes framed by the sample bank
branches i.e. Duliajan and Naharkatia of Assam Co-operative
Apex Bank Ltd. for the 1652 beneficiaries in the sampling
area under five PACSs in Dibrugarh district; to assess the
performance level of the sample banks against the objectives
?md target§ framed for; to evaluate how far the banks succeeded
in ailchl.evmg the goals and also to review the extent of
;tlhzgtl.on. of lloans (sanctioned by the sample banks) by the

eneficiaries, level o i i
betwens 2008 o g 1rgf)ayme:nt of loan ete. during the period

The E;tudy also seeks to examine the problems faced by
the banks in recovery of loans from the beneficiaries; find out
the nature of steps taken in case of defaulters of loans and
responses of the borrowers against the recovery drive of the
banks.. .Thlf; study further attempt to observe the problems in
the utilization of loans by the beneficiaries (provided to them
by the banks through the PACSs).

. {\s mentioned, Dibrugarh district is taken as the sample
district of the study. The five PACSs such as, Naoholia
Bakulani, kheremia, Nigam, Tingkhong and Rajgarh are
moderately connected with the Duliajan and Naharkatia
f};ainple bank branches of Assam Co-operative Apex Bank Ltd.

ough road communications. There are 181 big and small
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villages in the jurisdiction of the PACSs where, 1652
beneficiaries of the two sample banks live in. Standard
questionnaires were canvassed among these beneficiaries and
the sample banks were also approached in the like manner to
know all about performance, problems and prospects in regard
to micro credit delivery to these beneficiaries.

The central hypotheses set ups for testing were that (a)
the performance level of the co-operative banks is satisfactory
to the extent of providing loans only. Performances in regard
to their methods of recovery of loans, imposing rates of
interest, level of motivation; awareness etc. are not satisfactory
at all;(b) the pattern of utilization of micro loans by the

beneficiaries is not up to the mark due to the basic problems

of unskilledness, ignorance, illiteracy and extravagance.
s found that 8 Duliajan and Naharkatia

It is found that the two banks of . 2
town have been providing micro finance against (a) growing
crops like paddy, oilseeds, vegetailbles etc (!)) purchasn}g :‘
capital equipments and (c) opening up allied occupation
activities like farming of piggery, cattle, ﬁs?he.ry, sme}ll teg
plantation etc. However, the sample beneficiaries are foun
to have been satisfied with agricultural loans for growing

and among them, a Very few 'i.e.
O s are o for purchasing capital

.o e taking loans
10 beneficiaries ar g rmers possess a very small

. . sori f:
equipments. Since, majority f)fthe : rely from hand to
and limited size of landholdings and live m;thz crop loans as

. utilization 0 .
mouth. It is also found that the ital equipments received

well as loans for purchasing ¢ap IS

during the two years from the sample banks by the borrowe

are meeting desired ben.eﬁts' it is exposed that the banks
As to the rates of interest, it is exp But the concemning

have not charged much ﬁ:m t;u; ob/:rtr;)\;;rs(.wer et of the
PACSs are entitled to charg

banks and this additional charge of the PACSs is for meeting
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some expenses of the PACSs arising out of the maintenance
of some financial records, as all these are governments
affiliated and limited entities for the beneficiaries. However,
it may seem a bit higher according to them.

The study also reveals that borrowers are rather sincere
enough in responding to the recovery performances of the
banks, as because, more than 37% of loans have been
recovered and the process of recovery in various ways is going
on. A few borrowers who have not yet repaid at all are making
preparations for pay their debts.

The study further reveals that borrowers, as a whole, have
been .the victims of variety of problems. Some problems cannot
be eliminated, but their magnitude may be reduced to some
faxFent: For example, draught may be fought efficiently through
1rrigation facilities, At any rate, the borrowers are not harassed
by the banks to repay loans in time of their distress. That is
why the recovery performances are not so satisfactory.

The study further reveals that motivation, awareness etc.
of the banks is below the desired level. PACSs must be brought
forward to join hands with the banks at all costs.

Co-operative banks are after all friends in need for the
marginal farmers. They are getting financial assistance from
these banks when other formal financial institutions are
unapproachable due to lack of collaterals. So, these banks
ought to be appreciated for extending financial assistance to
these people in their urgent need. But the policy of the banks
O}Jght to be made appropriate to the need of time and
circumstance. The government of Assam ought to be highly
vigilant to the future of these farmers. The intermediaries and
the local rich people should not be given any opportunity to
exploit the farmers. For this purpose co-operative banks like
Duliajan and Naharkatia must be invigorated by the patronage
of the government. The beneficiaries also should be highly
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devoted to their economic activities so that they may be able
to repay their debts without giving any trouble to the banks.
They should pave the way for recycling the loans by the banks
for further benefit of the beneficiaries. .

We are convinced from this study that if the three (i.e.,
the government, banks and borrowers) are tied for a single
purpose; the outcome from this unity shall be more and more
inspiring.

’ Wegobserve from the study that in thi§ part of Assam
particularly in the district of Dibrugarh, the villagers can doa
lot of services other than whatever they are now pursuing as
occupations with the help of some micro loar.ls accessible fr?hm
cooperative banks. While visiting the sampling area under z
two sample co-operative bank branches 1.e., Duhajag anf
Naharkatia, we have found that there are a great nttlllm ;r 36
rural poor people who are left untouched even if ijthise
individual land holding certificates of their own an s
rural poor who have no individual lands.but havz crzm;;ch
land holding certificates among the family mem o e
individual land holders or family members are ye o 0
financial assistance from any banks. Thei; are ugnancial
improve economic conditions alone w1thou} a;n:ﬁ( e
benefits from any source. The co-operatlv(;:f aancial helps
regard, can find out ways and means to exten 1 lnt et any
although, in small quantities t0 SuCh- pec’Il)llfein Several
productive activities for their economiC ‘l)]vihe " s%:v,tance o
existing works can be rejuve‘?ated throug forward and sort
the banks. Government agencies may corfif s in favour of
out plans and programmes in selected villag

this poorer. le banks (and
. der the sample
Villagers, who are noWciem; of silk worms locally called

d to rear three spec . :
gﬁgs;};; and pat almost in every family. These silk worms
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(cocoons) have been reared and thereafter extracted silk yarns
from them for the production of eri, muga and pat clothes
which are able to attain importance in national and
international markets now-a-days. These farms can be re-
energized with the support of micro credits from the
cooperative banks. Trees like mulberry, castor, kecheru, soom
and sualu needed for rearing cocoons can be easily raised to
extensive areas due to suitability of soil conditions. Poor and
helpless farmers who have common patta of land holdings in
the family may be attracted for this venture.

Assam is a land where various citrus fruits are produced
and. also demanded. Because of the soil acidic in nature,
various ?itrus plants are easily grown there. So, fruits
preservation and processing activities may be opened locally
by the rural poor at a minimum cost with the help of small
loans.

o Production of marmalad (Jam), pickles etc. from various
citrus fruits like mango, Amara (hogplum) olive, lemon,
Amlakhi etc. available locally may also be a source of earnings
for the helpless villagers because, they have a large market
demand. Trees of that kind can be easily grown. Rural people
can .do such businesses with or without land of their own at a
minmum investment. They may be provided with smaller
credits to take such ventures through cooperative banks.

Sugarcane cultivation and processing is another cost-less
occupation and is an easy earning source for the poor. Co-
operative banks may come forward to extend micro credit to
them. Because, most of the families we investigated have some
Ch}{np Sugarcane plantations. If they are inspired, they can
utilize a small plot of land for sugarcane plantation. Marginal
farmers can collect and stock in huge amount the stubbles
(lower ends of corn stalks) left in the ground after harvesting
of crops at a minimum cost and utilize it in the making of
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fodder. Cattle generally cannot eat all in such a state and as
such stubbles remain useless only to be rotten down. Fodder
making instruments may be bought and applied here with the
support of co-operative banks and may earn income for
livelihood. Of course, the GOs and NGOs can play an active
role in this direction.

The local indigenous ponds/fisheries can be improved
and updated with the preservation and production of local
fishes which are going to be disappeared due to lack of
patronage of concerning authority and even government. These
species must be saved from extinction because such fishes
can easily flourish and can be reared in a very small pond.
Poor villagers ought to be inspired to produce and suPply such
local varieties which face high demand compared to imported
ones from other states. ‘ .

Small loans may also be provided for setting up bakeries
which can meet demand not only in the rural areas but some
People in the urban areas as well.

The number of SHGs (Self-help groups) can bt? enhanced
much by the co-operative banks in rural areas. ESP?Clally, many
more women SHGs can be formed with some dedlcatec.l‘young
girls and women. For this many SH(.‘Js.-bank linkage
programmes may be conspicuously publicized a;)nazllzg ;nhg
unemployed youths in the areas by the cooperative S
Othe ial institutions. .

%fiz?;l:;alaﬁl’s many supplementary job-onented/self-

. . the rural people.
e ivities may be commissioned for the
mployed activities may :on and commitment among

It just requires a sincere co-operatl .
related agencies (GOs and NGOs) and pa-rtlcularly a“tl}?;el\lsis]?
on the part of the banks is highly essential because Sft !
inspire the rural people to do more and n:)or:rft)il;/t:limenlm(;t
their own. In this respect, our sample co- a}; T rogrammes for

try their level best to follow the policies



110 Rural Banking Micro-Finance System in Assam

the interest of sides, the banks and the borrowers. The PACSs
under the banks must be made efficient to work more for rural
people and these initiatives ought to be taken by the banks at
all costs. .

Prof. Yunus’ Gramin Bikash model is an appropriate
lesson to all concerned for the successful implementation of

the micro credit system of the rural banks i
. in general and the
Cooperative Banks in Assam in particular, S
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