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1. INTHODUUCITON

india's strategy fﬂr quite some bige was to foous on economie
growth withoult specifically considering t e manner 1n which the thene-
fit's of growth are to bhe distributed, The asgumption hag been that the
increased growth would sut omat 1cally lead (o reduction in poverly., This
did  not  happen. Inspite of the the economic growth achieved at the
national  level during the first theee £ .. year plans, the conditions
of the poor did not improve nnel. Nespite the green  revolution, i he
rural  poor remained poor and thejr nimbey grew. It was  realized that
the dirvect attack on poverty  noeds | be lannched  and  gpecial
programmes for  tarvget Jroups and area  gevelopment  were  introduced.
During the Fourth and Fifth Five Yeoar Plans, various programmes Iike
TSmA )l Farmers Development Agency ! (SFDAY, “Marginal Farmers and  Agri-
culturai labourers  Development Ageney (MEAL) were introduced.
Stmilarly ot her specetal Programmes wore it rodneced for the deve lopment
af  backward and disadvnnragpd Area like praught. Prone  Areas, Negert
Areas, Hi1ll Areas, Tribal AFeas, ate,, with a view to removing dispari-
ties. In order o supplement the henefgt of these special pragarmmes
and  to increase the employment Opportunityes for the weaker section,

- - N r - ' - - 3 » - .
Food for work' programme wWas started,

. £ P M ] r " C - - .
Subsequent ly need fo, COMbreheongive programme for rural poverty

alleviation was andicated  ang e Integrated Rural Development,

mgramme was i - 3 . , :
Frog 1s 1ntroduced. &1mn]ranﬂn”g]y the National Rural Employment

T re n . - - .
Pr (Tg amne# (NRF[ ) ‘ Rura ] Ilal]()l][ P‘”‘Fh')’ﬂ](’rlf Ga [-ant_(:xe pr()gralnl'n(- (['!,F(;p)

were also intyr daced. |

A large scale nnemplowme
g€ ale mployment Aamong eduecated youth in the  conntry

also  became 3 matter o . . ‘
a mat f COnCern and 4 programnme called Scheme {ov



Providing Self Employment to Educated Unemployed  Youth 3(SEEUY) was
started during the year 1983-84. Subseguently, since earlier poverty
alleviation programmes were mainly 1ntroduced for rural poor, a need
for direct attack on urhan paverty was felt. This led to the introduc-
tion of the programme called %PIF Faployment. Programme for Urban  Ponr

(SFPUP) during the year 1986-87.

Objectives Of The Study

The Rank of Maharashtra 1s concerned with the performance of the
above schemes and also about low recovery an the SEFUY and SERPIP pea-
grammes and therefore wanted to conduanct an evaluation study of these
two programmes. The present stuady was undertaken at the request of  the
Hank of maharashtra.

For the evaluation of these two programme, the following objec-
tives were set -

{1) To assess the general performance of the scheme.
{2) To assess the recovery perfomence of the heneficiaries of the

scheme .

(%Y To adentify the problems, f any, and to suggest  remedial  meas-

nures,

[ R
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. "
Providing Self Employment to Educated Unemployed Youth (SEFUY) was

started during the year 198131-84, Suhseguently, since earlier poverty

alleviation programmes were mainly introduced for rural poor, a need

for direct attack on urban poverty wasz felt. This led to the introduc-
_ >

tion of the programme called Self Poployment Programme for Urban Poor

(SFPUP) douring the year [8986-87,

Objectives Of The Study

The PRank of Maharashtra s concerned with the performance of  the
above schemes and also abont laow recovere in the SEROY and SERPIP poen-
grammes and therefore wanted to condnet an evatluation study of these
two programmes. The present study was ondertaken at the request of 1 he
Hank of maharashtra.

For the evaluation of these two programme, the following objec-
tives were set -

{1} To assess the general performance of the scheme.
{2} To assess the recovery perfoumence of the beneficiaries of  the

scheme .

{2 To identify the problems, 37 any, and to suggest remedial e s -

nures.,

(2]



11.  METHODOLOGY

The study was planned to include the following three components -
{1y A questionnaire to be filled in for each of the sample

beneficiary.

11) Two proformae to he filled tn by the sample of bank branch
giving information regarding t he sample beneficiary's
account inclding the repayment data.,

11) Discussions with the bank officers and the officers of the

concerned government department s,

In order to achieve thie the first step was to prepare a  sampling
plan. It was learnt that as far as the Bank of Maharashrra i1s con-
cerned, almost 80 peveent beneficiaries in both the schemes are  in
Maharashtra. The share of the nther statee is meaars, Amnng the rect of
the states, the Madhya Pradesh has the highest number of  beneficiaries
of the order of 8 to 10 percent. Taking this 1nto consideration, it was.

decided to restrict the study to Maharashtra ard Madhya Pradesh only.

Selection Of Districts

For proper geographical representation, it was decided to  cover

two uistriolbs In eqdch O Coe Do tegions O b ldSnLrd Namely, weso -

ern Maharashtra, Konkan, Marathwada and Vidarbha. From Madhya Pradesh,

it was decided to cover two districts. Inittital plan was to take up one
R

branch from each of the =sample district for the study but  subsequentiy

it was decided to take two branches from each district,. However, actu-

ally more than two branches were caovered in certain districts in order

-

to get adequate sample.

whiiile selecting the districts it was considered that developed

and backward regions should be covered; at the same time since SEPUFP



coverage an o and  around citics Vike Pune, Nagpur and Aurangabad s

s1zeable, these digtricts were included in the sample. The following

etght
Thane

and

Selection Of Branches

districts were thus seleacted from Maharashbra: Pune, Kholapur,
,  Ratnagiri, Aurangabad, Parbhani, Nagpur and Yavatmal. Indore
Chhindawada ware gelected from Madhya Pradesh.

-

The Regional Mangers were requested to select two branches for

this study from each of the district in such a way that,

(1)

(11}

(111}

One of the branches should be in the vicinity of the distgict téwn

or in district town and another shonld be in semi-urban area.

There should be sufficient number of beneficiaries under these

schemesg.

There sherl d be A wide caverage of activities. Where more
than two  branches were suggested by Refgional Manager, we
have covered all of them. In addition in certain districts wé
had taken more than two hranches in order to get adequatoe
sample,

Selection Cf Beneficiaries

Taking into consideration the facet that the number of cages sanc-

tioned was almost double under SEPUP {han under SEFUY, it was  decided

to cover 80 cases of SEPCP and 10 cases of SEEUY in each of the sample

the

distacls

The sample size at the branch level was allotted in proportion to

total number of rages 1n the hranches selrcted 1n a distyrict. In

certain districts, the sample size was onl, approximately Proportion-

ately

alletted since the regquisite anformation was not  availahie in

advance from fhe selected hranches and the field work was to be csypried



out as fast as possible.

At the branch level the sampling of borrowers was done by using
systematic sampling method. All the beneficiaries to whom the loan was
dishurs?d under each scheme since 1ts Inception were listed and  the
sample was drawn from these lists separately for SEFUY and SEPUP,  The
lists were made right from the inceptinn of the schemes so  that all
types of bhorrowers, such as having working business, having changed the
activity, having rlosed the activity and also those who have not start-
ed the actaivity could appear an the sampie. Those who have repaird the

R Tt IR R T T T

P L) [SCIN SRS PR P

lozrn Ffully and the aeoonuntc- wores Wit in i
framework. Thus, procedure taird down was helpful to cover all types of

cases. The randomness invelved in the systematic sampling method was

also useful in covering the varlety of activities,

wn



II1. SALIENT FEATURES OF SEEUY SCHEME

The scheme for providing Self-Employment to Fducated Unemployed
Youth (SEEUY) was announced on 15th August 1983, ‘The Government of
India 1n consultation with the Reserve Bank of India has formulated the
scheme. The salient features of the scheme as amended in July 1986 are

as under.

Objective

To encourage educated unemployed youth ta undertake self- employ-
ment  ventured in industry, service and husiness through the provision

of a package of assistrance.

Target Group

The scheme covers all educated vnemployed youth who are matricu-
lates or ITI and ahove,within the age group of 18 to 35 \yeara. Women
and Technically trained persons are given due welghtage/consideration.
It 1s meant for such educated youth who are not able to raise/muster
their own capital. An annual family income of Rs. 7200 was fixed as
ceiling income for eligibility initia[]y and since 1986-87, ceiling
income level is fixed at Rs. 10,000/- per annum  per family as a

criteria for eligibility under this scheme.

Size of the Target

The scheme aims at providing we)f-employment to  about 2,00,000
educated unemployed youth through jpduetry, service and  business

rountes in each vear.



Coverage

It is extended ta 511 areas of the country oxcept cities with more

than one million population as per 981D census.

Regervation

From 1986-87, minimum 20% of total sanctions has been reserved for

SC/ST persons.

It 1is further stipulated that proportions of industrial veniures

to be sanctioned out of total targets setl Jor each state shall not b

less than 50% and that for business ventures shall not be more than 20%

of the cases sanctioned. This is retaxed in respect of some hilly

states.

Nodal Agency

District Indnstries Ceniers are assigned sperational responsibill-

ty of the scheme ar district level over and ahbove their normal activil®

ty. The small Industries Service Institute (S181) is to assist District

ITndustries centre 1n carrying out sorveys, assessment of potentials and

preparation  of projects. Distriet Industries Centre in  consnlfa”

tion with Lead Bank of recpective area would function as Nodal Agency

for formulation of self-employment plans, their implementation and

monitoring under overall guidance of State Government. Distriet I[ndu3”

tries Centre will formulate location specific plans of action whizh

would be based on realistic demand assessment for variocus services a7

projects and the number of entrepreneurs.

Imglcmcni.ation

. o . .
specific activities and the support system required by heneficiart €™’



to escort services, to maintain close liason with banks and other local

agencies.

Task Force
At the district level, there will I'- Task Force consisting of
General Manager DIC as its Chairman, Credit Manager DIC, representative
each from Lead RBank, SISI, District Employment Officer and two
representatives of other major banks opevating in the district.
DIC Task Force will be responsible for,
(1) Motivating and selecting the entrepreneurs.
(2) 1Identifying and preparing schemes in trade, service establishments
and cottage and small industries.
(3} Determining the avocation/activity for each of the entrepreneurs.
(4) Recommending loans for entrepreneurs.
(5) Getting speedy clearance as necessary from concerned authorities.
Adeguate publicity will be given by District Industries Centre and

applications 1nvited directiy.

FINANCE

{a) Composite L.oans From Banks

After ident i1cation of benefication and subject to their
projects being found feasible/viable hy the Task Force of District
Industries Centre, banks would provide to each entyepreneur a
composite loan. JInitially the amount of composit loan was Rs.
25000. Here)ﬁﬁis working capital portion was tébe workedout sep-
eratelly and 1t was expected to convert this portion Into Cash

Credit/ overdraft facility. And the repayment schedule was tcbe

worked out for the term loan amount. However generally it s

(=]



{b)

(c)

observed that this procednre was not followed by the bank.

The Government of Iniia, while montinuing the scheme for 86-
87, has modified the celling amount of composit loan for different
sectors as follows
1) Rs. 35000/- for Industrial venture 2) Rs. 25000/- for Service
venture 32) Rs. 15000/- for Bussiness ventures.
The theneficiaries are not required to bring their margin money
amoint siov e baie e ace- 1o 1anance [00%  loan to the
beneficjary. Banks wounld not  reguire collateral guarantee or

awner's contribation as margin.

Government. Assisbance

Government will provide assistsnce in the shape of an  outright
capital sndsidy fo the axtent ~F 085 =€ Jeoan contractsd by ontro
pPreneurs from the banks. The snbsidy will be released to the hanks
after disbursement of loan. The subsidy portion will be kept as &
fixed deposit and will be held by banks under the name of the
borrower and would earn interest applicable to the relevant term
of maturity.

Total financial requirement of the project will be given by
banks in the form of a composite loan (Term loan + working capi-
tal). Three-fourth of *he loan amount due 35 to be recovered and
balance 1/4 th will be adjusted by banks against the deposit in
the name of the borrower. Assets created by bank loan will he

mortgaged to the banks till full repayment of the loan.

Rate Of TInterest
The rate nf interest on the composite loan would be 10% per annum

1n the backward areas and 12% per annum in other areas.



(d)

(e)

(f)

(g)

(h)

Repayment , .

Repayment will be 1n ingtallmenls beginning after an initial
moratarium between 6 months ta 18 months. Repayment would spread
over 3-7 years depending upon nature and profitability of the

activity.

Recovery

Recovery of the loan wil) the responsibility of concerned bank.
Branch Managers are given flexibility in dealing with cases of

default. 1In case of bonafied default, rescheduling is to be pre-

pared.

Training
Many of the educated unemployed may have some basic knowledge

about.  financial management, acecounting and inventory management.

Some training wili he necessary for industry sectar. DIC and SISt

are to coordinate all training courses wherever necessary.

Other Inputs

For beneficiary nnder prefer industrial sector preference is to be

given by State Government in allotting suitable sheds etc. For

trade and services, sites may have to be preferentially organized

from state and municipal authorities.

Monitoring

DIC will monitor implementation of the scheme at district Jlevel

for each sector of entrepreneurs.

Monthly progress report by DIC wiil be given to Development

Commissioner, Small Scale Industries. Monthly pragress report will

be reviewed by Disirict Advisory Committee of which collector 18

10



the Chairman. The problems faced would be sorted out by the Con-

mittee.

11



IV. SALIENT FEATURES OF SEPUFP SCHEME

Government of India in consultation with Reserve Bank of Tndia
formulated a3 programme for providing Self-Employment to the Urban poor
living 1in Metropolitan/Urhan and semi urban centres. The programme was

implemented from 15th August. 1986. The objective of the p}ngrammp is to

enable identified, eligible families, living below subsistence level in
above mentioned areas, to undertake self rsmployment ventures with the
help of subsidy and bank credit.
The salient features of the programmes are as under :-
1. The programme 1s to he implemented  throngh selected branches of
public sector banks at centres with population excerding 10,000 as

per 1981 rensus.,.

2. Initially one beneficiary for every five hundred population (1981
census) from the city or town in the above category was to
he Assgicted Thie porm was snhesceiande 1w ~hanaed irtn e
out of every 300 population (1981 census).

3. The beneficiary should be a permanent resident of the city or town

and should have lived theresin continuously for at least three
years immediately prior to the date of application. His/her name
should appear 1n  the ration card issued tao him/her or to the
family of which he’she is a memher, le/she should have aptiturde
and experience for undertaking the activity.

4. The income of farm. ly should not execeed Rs. 600/- p.m.

5. The applicant should nor be a3 borrawer in respect of any loan from

any bank/credit instirntion  for the purpose of undertaking a

vacation under any schemnr.

6. Assistance upto Rs. 5000/~ depending on unit cost will be admis-



sible to an eligible heneficiary under the scheme.
7. Loans under the scheome will carry interest at 0% per annum.
Interest to be charged half yearly.
8. The loan 1is to repaid {n 32 equal monthly installments after a
grace perijod of three months to be provided in all cases.
9. The borrower is eligible for subsidy computed at 25% of the amount
of assistance given to him/her. The amount of subsidy is to be
kept as deposit 1n the name of thé borrower with the bank and will
be adjusted against the lcan after 75% of loan is repaid by
the borrower. Interest on subsidy deposit is to be paid at the
rate of 1interest applicable to the relevant term of maturity

according to the directives jissued by RBI.

10. Neither owner's contribution as margin money or any collateral
security/guarantee 1is to be given hy the borrower for the loan.
The security Ffaor the bank will be the assets created out  of

assistance provided.
11, The beneficiaries and branches are to be selected by 3 Committee
of bankers to bhe constituted in each city or town by the Lead Bank

of the concerned district.

2. The applications under the scheme will be received by the Convenor
bank and placed before Banker's Committee for processing and
allotment to selected branches. No furiher scrﬁhiéy is carried out
at brench level.

13. The financing branch will issue to each borrower the loan pass-
book indicating his/her name, amount of loan and other details
including subsidy amount etc.

The progress or Lue schoma will Wowonieored and suporvised Ly Lhe

Banker's Committee at each cenbtre. During the implementation of the

13



scheme, the Government decided that under SEPUP, the share of SC/ST
beneficiaries would ' 20%, both in physical and financial targets.
This norm wa made applicable since 1987-88. If, however, the target for
SC/3T weneficlraries coula not be achireved tor want of Hufficjpnt number
of applications ar for any other reason, the hranches should not
sanction applications received from other than SC/ST candidates again-
est the target allocated for SC/ST beneficiaries. In other words, the
share of general category of bheneficiaries should not exceed 70% of the
target as well as 70% of the amount =anctioned.

Similarly, while calculating the (ncome of the family to ascertain
eligibility of the applicant, the income earned by the children was
taken 1nto account. But subsequently Government advised to exclude the
income of children below the age 14 years 1n arriving at the total
income of the family for the purpose of eligibility of the applicant

for assistance under SEPUP.

14



CHAPTER V

SURVEY RESULTS: SEEUY

The survey results based on the questionnaires filled in for the
sample beneficiaries of the SEFI'Y scheme are presented in this chapter.
As explained in the methodology, a sample of 40 beneficieries per
district was planned. While drawing the sample in the field due to
shortage of time, it was not possible to collect the full lists of the

beneficiaries from all sampie branches 1. the district and £fix the

sample fraction. On tne basis of rouygn esctimates about the number or
benefiriaries, the sample gize of o-och beorch wog dotermincd S0l tho
teams started working 1n the sample branches. In the proecess the

sample size n certain districts 1s not exactly 40 and the sampling
fraction in a district over the branches was nat exactly the same. The

Table 1 gives the sample size in each of the 10 sample districts.

BENEFICIARTFES CONTACTFED

Myring our diszsuesione with the byl U7l ool at the carly  olage
of our survey, we developed a feeling that from among sample
beneficiaries many would not be available and gquite a few would be
found absconding. We felt that about 20-15 percent beneficiaries in the
sample may not be availlable for contact. It was a pleasant surprise
to us that we could meet as many as 80 nercent of them. To he brecise

Lthe percentage of was 79.10 for SEEUY sample.

15



Table 1:

Districtwise number of beneficiaries in the sample {SEEUY)

MR NI SD MD 4w MR fm o e e e em e L A e e e e e W T R A e m o v At o T - e e e mm e v e e e ey  —

District Total Contacts Contacts

Sample could be counld not
madea he made
1. Pune 40 40 00
2. Kolhapur 40 35 05
3. Thane 37 27 10
4. Ratnagiri 41 34 07
5. Aurangabad 40 30 10
6. Parbhant 40 2 09
7. Yavatmal 40 30 10
B. Nagpur 42 3 10
. <nnindwara a4 32 12
10. Indore 41 2 14
Total 405 318 87
\J44It3

The 1investigators had made 2-3 trips, 1if necessary in order to
meet the beneficiaries, though these trips were during short stay of
the team in each dizstrict. The rroancis Lo non-aviilability weie woted
down 1n each case. Among the non-available heneficiaries a tarae
number has migrated to other places, only aboul 8 percent of the sample
beneficiaties appeared to have absconded. among those whom we could
not meet, 20 percent horrowers had repaid their lcoans and  theiv
accounts were closed. We will rome to the detailed diascussion of these
non-availahle cases a4t the end of this chapter. What follows now  is
hased on the information collected through the guestionnaires of the

beneficiaries who could be contacted.

§ SOME BASIC CHARACTERISTICS OF THE SAMPLFE

1. Rural/Urban

-

There were 97 heneficiaries or 30.50 percent from rural areas and

221 ov 69.50 percent from urban areas.

16



4'

5 .

Male/female

There were 34 women beneficiaries contacted by wus and the
remaining 284 were males,

Caste groups

The distribution of beneficiaries according to caste -groups 1s

given 1in Table 2. SC/ST and minorities together form 7;§§}percent

?}
and the rest were 72.64 percent. %

Table 2: Caste Groups

Caste Group No.of bensficiers Percentage
. s 7.23
2. ST t 3.46
3. Minority 52 | 16.67
4.  Others 2131 | 72.64
 fetal e loonon

T e e e e

Physically handicapped

Among the contacted beneficiaries 5 yarq physically handicapped

Age of the beneficiaries

Table No.3 gives the age-wise dig(rihution of the beneficiaries

The SEFUY Scheme stipulated that the beneficiaries should be of

3age of 18 to 35 years. In the sample there were only two cases

~ 3 3 ! 2
exceeding the limit of 2§, ONE wag e vear old and the other 38

year old. A large number (6/)%) Ff them wera s vear L
- S : o or

younger. So it can bhe said that the = "
Youth”™ concept was_followed

In its spirit,

17



Table No.3. Age-wiae distribution

i —
_—— e e TETR MR S - am mm e S gm e o e o G S U R W e e W e o

Age group Nav.of Percentage
{years) beneficiaries
i8 to 25 197 ;I.US
26 to 3 76 23.90
23} to 35 A 12,52
Above 35 0 0.62
Total 318 100.00

T T T T T T T T e e e e e e e e e e e e e e e o - R s e e e = -

6. Education,professional skill and experience

Since this 1is 3 scheme of educated wunemployed youth, the
educational level is the most importantat characteristics. The
youth has to have at least SSC level education to become eligible
for the SEFUY scheme. All bebeficiaries were found to have
satisfied education a criteria of elegibility as per our survey.

The educational status 1s tabulated in Table 4.

T T T T I e T e T e e e e e e e e e e A e e e v e o TE = . e - W= Pr Er T T Wm e EE e S mw

Educational Leve]l No. Percentage
S.85.C./H.S5.C 1749 56.29 /’)
.S$.C./H.S5.C,. o .56.29
Degree holder and ahbove 82 ' 25.79
Diploma holders 16 5.03
I.T.I.Trained L8 5.60
Other technical training 23 \ 7.23
Total 318 100.00

T e T e e o o e T T e e e o h = i A s e e M MR e e,

The share of the technically trained persons was only 17.92
percent. There were as many as 25.79 percent  harrowers who wern
holding a degree or higher gualification and a large jpumbher of

borrowers (96.25 percent) were with 8.S.C/H.S.C. gualification.

148



Only 92 beneficiaries (28.93 percent } had traditional skil}
for the concerned activity.
As many as 256 (80.50 percent) beneficiaries had previous

technical/professional experience.

7. Land Ownership

It was felt desirable to have an information on land ownership
as this is an 1mportant variable to understand the economic status
of the borrowers. The data was collected on this for the family
as a whaole. Tt was found that 97 borrowers, that 1s. about 31
percent owned land with average land holding of 7.5 acres. Among
them 53 famalies had i1rrigation facilities. The average irrigated
holding of these 53 families was 4.82 acres.

8. Family Size

Distribution of sample beneficilaries according to the si1ze of
their families 1s given in Table 5. The usual census defination

of family was used for collecting the land ownership data, for

recarding familv ei~e. erc.

19



Table 5 : Family Size

A e ——— - - —— e — ——— i —
- - Bl R R R e e e e e T ppp—

Size Group No. Percentage
1 s e
2 11 3.46
3 27 8.49
4 50 15.73
5 37 11.64
6 45 14.15
7 28 8,81
8 28 8.81
9 27 8.49
10 )5 “ 4.72
11-15 27 11.63
16 and above 10 4.13
T tetal e 100.00

— - W A o e W i e e L e R W M W e e e e S e b AN A e b Sem M

9. Migrated families or local

A question was asked whether the family was local or migrated to
the present p}ace of work. It was found that 76 percent
beneficiaries were local. Some families reported migration more
than 40 years ago. The? were. classified as local for the present

purpose. The distribution according to years of migration is

given in Table 6.



— e g e ar L e m— e wr e wm mm M wm mm am e e —
—_ e e e = e um me Wt e A

Years No Percentage
bocal 242 6.0
1-5 10 3.14

6-10 17 5.35

11-15 7 2.20

16-20 10 3.14

21-30 20 6.28

31-40 12 3.79

Total 318 100.00

DFETAILS REGARDING VENTURES/ACTIVITIES

We now turn our attention to the ventures for- which the
beneficiaries have availed the Inan. In this section we shall take up
the points such as purpose of loan or type of actaivity for which the
loan was taken, process of selection of activity, etc.

1. Activities for which the loan was taken

The sample consisted of 22.33 percent beneficiaries who borrowed

for industry, 45.60 percent ror service sector and 32.07 percent tor

bhusiness.

Table 7: Sectorwise distribution

- mm  m i m e R e e e e i e b . P W e mm TR T e e mm mp e e e e M B B EE S G N T EE W WS W W e S e

Sector No. Percentage
Industry 71 22.33
Services 145 45.60
Business 102 32.07

Total 318 100.00

— o —— i R M Mr o e R e ia = e —



The
percont
variety

detailed

ventures 1n industrial sector are much less than stipulated 50
1n  the scheme even alluwing [or sampling errors. A wide
of activities were undertaken in these three sectors. A

activaity-break up i1s given in Table 8.

Table B:Activities for which the loan was barrowed

(I)INDUSTRY

e AR e T W T W A T T R T R = hm e e e e am mm v A S dm

NO . rercentages

1. Cloth garments & 8 2,52

related goods.
2. Leather goods, 8 2.52
3. Food products 9 2.83
4. Consumer goods & cosmetics, 3 0.94
5. Pottery, 5 1.58
6 Xerox & Cyclostyle, 1 0.31
7 Furniture & Carpentary. 2 .63
8 Fabrication & other

black smithy. 3 0.94
9. Agricultural implements, 2 0D.63
10. workshops 3 0.94
11. Printing Press. S 1.58
12. Firewood dept. 1 0.31
13. Electric transformers. 1. ¢.31
14. Other type of electric

and mechanical workshnp. 3 0.94
15. Poultry/Dairy 6 L.89
16. Goldsmith. a 2.52
17. Others 3 0.94

Sub-Tntal 71 22.33
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{II) SERVICES

No Percentage

1. Repairing. 23 7.23
2. Hotel/catering. 8 2.52 : u
3. Typing. 11 3.46
4. Crushing Machine. 6 1.89
5. Crane. 1 0.31
6. Cycle shop 22 6.92
7. Hair cutting saloon/

Beauty parlour, 3 0.94
8. Auto Rikshaw. 9 2.83
g, L.oud Speag?s.& tent house. 4 1.26
10. uvispensary. 13 4.09
11. Pounding Machine. 3 0.94
12. ®lcur Mi1ll. 7 2.20
13. Tailoring. 1 3.46
14. Furniture wiring. 2 N.65
15 lLaundry. 2 0.63
16. Photostudio 2 0.63
17. Others 18 5.66

Sub-total 145 45.60
(ITI) BUSINFSS
No Percentage

1. Food Products. 3 0.94
2. Stationery Cliop. 14 Feal
3. Vegetable Shop. 1 0.31
4. General & Food Grain

‘Stores. 36 11.32
5 Pan Shop 2 0.63
6. Dairy/Poultry. 11 3.46
7. Cloth Shop. 4 1.26
8. Utensils. 1 0.31
g, Others 30 9.43

Snbh-total 102 17.07

2. Sources of information about the scheme

The Table 9 gives the distribution of beneficiaries according to
the sources of infaormation. About 12 percent of beneficiaries got the
information from relatives, 3l percent from government officers, 9}

.

percent from bank offiecers, 1! percent through newspapers and the

remaining from the other sources.



Table 9: Sources of Information
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Source No. Percentage

1. Relatives & Friends. 102 2,08
2. Government Officer. 98 IN.R2
3. Bank Officer. 36 11.32
4. Political Worker 10 3.14
5. Newspaper 36 11.32
6. Everyone around knew

about 1it. 26 8.18
7. Other sources 10 3.14
" fotal s 100.00

3. Efforts for processment of loan

The beneficiaries were further asked as to who tried for getting

the loan sanctioned under the scheme. The data reveald that 92.14

percent beneficiaries tried themselves for loan. In case of 5.03

percent theiﬁfriendsfrelarivpg helped them, only 2.20 percent
i

beneficiaries obtairnéed thiuvugh puliticarl wurrel . The 1niormaetion  is

presented in Tahle 10,

Table No.10: Help received for getting the loan sanctioned
Source No Percentage
1. Self _ 293 92.14
2. Friends/relatives, 16 5.03
3. Political woinc 7 2.28
4. Other social worker, 2 0.63
Total 318 100,00

T ——————— et i g
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In order to know the extent of the role of middleman, if any,
guestion was asked whether any payment or expenditure was made by the
beneficiaries for obtaining the sanction. This was done by taking the
beneficiaries 1in confidence. This ;eferred to the expenditure 1in
addition to the usual procedural pxpénses they had to incur. Only
gixteen beneticieries reported having incurred such expenditure and
their average was R;.576. ''hus ronghly only 5 percent beneficiaries
have paid such amounts. The nature of the question is such that this
estimate should be taken as the lowest estimate because some of them

might have hesitated to tell this. Our guess 1s that there may be

about 10 percent cases 1n iLhi1s cateygory under SkEUY.

FINANCF PROVIDED AND ITS UTTLISATION

We present in thig section the information regarding the level of
finance,1its utilisation, additional investment made by the

beneficiaries, etc.

Taking all cases together the average loan amount sanctioned was

Rs.18152 against the average amount demanded of 24174. out of the

total! 2!9 casen, ooty Y lencoficiavies 200 noo shace the setavitys e
average investment of the 215 heneficiariea who started their
=285

actjvities was Rs.227523 Table 11 presents the data on lecan amount

demanded and sanctianed and Tahle 12 presents the data regarding

n
investment mode.
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Tahle 11: Loan amniint dAemandead and qanctinn .4 (Rg.)

Sector No. Average amount Average Amount Shortfall
demanded sanctioned. percent
Industry 71 28542 20747 - 27
Services 145 23916 18772 ‘ 22
Business 102 21500 15464 28
Total 318 24174 18152 25

I+ 1is oksarvzd that nn ap nveraca ~mpun* sa=~tioned is  sheort  of
the demand by about 25 percent. Taking into consideration the limits
of finance provided in the scheme, the sanction in business sector has
been full at the average level though it was short by 28 percent of the
amount demanded. 1In the other two sectors the average demand was lower
than the limit amount and the average amount sanctioned was further
lower. This i1ndicates that there has been inadequate financing. A
number of beneficiaries have also stated "inadequate {inance" as ane

of the problems faced by them.

a
The dat®) on the j.vestments made by the beneficiaries is presented

in Table 12. In all the sectors’the investment has been more than the
loan amount sanctioned. On an average the excess investment was of the
order of 25 percent
It may be noted here that three benericlaries dld nov wmake any
investment and did not start any aotivity‘aad‘benefiniary made some
-

investment but did not start the activity. Thus the total count in

Table 12 is (318-2)-315.



Table 12: Investment mode
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Sector " No. Average Amount Investment Excess
Fixed Working Total Investment
Capital Capital than loan
(%)
Industry 71 15816 12199 28015 35.03
Services 144 17107 4844 21951 16.98
Business 100 6250 14043 20273 31.10
Total 315 13369 9422 22785 25.52

Sources of excess investment

In these cases where the investment has been in excess than the
loan amount sanctioned, we have enquired about the sources of such
finance.., Of the 136 rcases whn have made snhstaintial  additionsl]
investment , 102 or 75 percent rpportpd‘that they have used their own

pouceat *

funds, 24 heneficiaries or ]7.653r%pnrtpdéshelp from the money lenders

and the remaining & had some other sources.

Table 12: Saources of excess 1nvestment

Source No. Percentage
1. Self resources 102 75.00
2. Friends/reletaives 24 17.65
3. Money lenders | 2 | . 1.47
4 Others B 5.080
Tqerar T T se woei00
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1Type of assets purchased
A broad clarification of assets punrchased by the beneficiaries is
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presented in Table 14, There were 12,39 percent beneficiaries who did
*
not purchase any asset:/x30.50 Percent.  purchased furniture, 11.01

percent purchased instruments, vehicles etc. and the ‘remaining

purchased other micrallanans items far thai> hugi-ess.

Table 14: Type of assets purchased:-

- —— —— o —
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Asset No Percentage
1. Asset not purchased. 41 12.89
2. Machinery 104 32.70
3. rurniture 57 38.59¢
4. Instruments,vehicles etc. 35 11.01
5. Milk Cattle/other animals/ 15 4,72
birds.
6. Land/shop 9 2.83
7 Others 17 5.35
Cmerat TR T heoion

Occupation of the beneficiaries before availing the loan.

The nformation about the accupation of the beneficiaries before
avalling bank loan was collected. Table 15 gives this data. TE 1s
seen that 15.41 percent beneficiaries were engaged in the sane

activity, 26.42 percent were unemployed, 24.53 percent were studying,

(22100‘ percent were engaged in temporary jobs, 5.35 were participating

in family business and 5.96 percent were doing some miscellaneous

activity. It can be said that there were about B85 percent new
venturers. This is a quite satisfactory performance for the scheme as
such.

!
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Table 15: Occupation bhefore availing loan.

e — e — o v - - = mm ek em = —— e e W= e =
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Occupation No Percentage.
1. Engaged in the same activity . 49 15.41
2. Unemployed 84 26.42
3. Studying | 78 24.53
4. Tempercry job | 74 22,33
5. Participating in family
business. | 17 5.35
6. Miscellaneous activity 19 5 .96
 total U8R 100,00

A question regarding who suggestad to start new ventures was asked

v £ 9
to those entrepreneurs. Out nf\?GS beneficiaries who started new
ventures, 223 (82.90 percent) reported that it was their own idea; 30

(11.15 percent) received suggestions from their friends or relatives,
only 4 beneficiaries started their ventures on the suggestion of the
government official and or on the suggestion of bank official; the

12

remaining{ii had received suggestion from some others.

Present status of the units

At the time of the visit out of these 318 units, 240 vnits {or

75.78 percent) were working. Of these working nunita 24 had changed the
activity. Seventy four wunits were closed and as stated earlier 4

beneficiaries did not start the business. The fignres are tabulated

in table 16.



Table 16: Presgent status of the units
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1. Working with the same
activity, J 216 + 67.93

f_ﬁ"‘ﬁ |\\;'2£4t t

2. Working with;pﬁhﬂgéd*

activity. 24 7.55
J. Clceoed Bl 22.27
4. Activity not started. | 4-} 1.25
©total T 38 100.00
The percentage of working units i1s much higher than was found
elsewhere. We may here consider the entire sample for diséussinn. Ag

1t 15 stated earlirr the total sample size was 405 and 87 heneficiaryes

conld Aot he cuantacneoo. et of theeso 87 anatba, duriny the visiis thy

status of activity was known abcut 40 units, 12 were working with the
same activity and another 4 were wnrking with the changed activity and
the remaining 23 were closed. Assuming .that 47 units whose status was
known were closed, the total number of warking units will bhe 216+24
(from table 16) + 13+4 from non-contacted aroup. that is 257. The

percentage of 257 working units works out to 621.46 considering total

sample of 405 which is also quite higher than found elsewhere.

Reason for closing.the units.

As stated asbove 23,27 percent units were closed. The reasons for
closing the units were recorded in the guestionnaire. About 63 percent
of them informed thst their units were running in losses and therefore
they had claosed them. Other reasons rquoted by the heneficiaries yape
that  they faced shortage of capitat,  technical  preblems™ in  the

machinery, no demand for thejr product, labour problem etc. The fable

30
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17 gives the distribution of beneficiaries according to the reasons

stated for closure.

Table 17 @ Reasons for closing nnirs.

Reason NO Fercentage
1. Incurred losses/ 47 63.51

business failure,
2. Shortage of'wnrking capital, 7 9.46
3. Labour problem, 3 4.06
4. Technical problem in the

machinery. 3 4,060
5. No demand for the prnduct, 3 4.06
6. Other reasons such as

division of property, raw

material losses, land

acquisition for road

widening, etc. [ 14.85

Total 74 100,00

As mentioned above four beneficiaries did not start the activity.

One of them due to Ahcijgnt and other three dve to lJower amount
- - \S'DL“\‘:C (RIS i'm.t;

sanctioned and delayed disursement. About those who have closed the

units and who have not started the units, their present occupaition

was enquired. Of the four who did not start the activity three were

engaged in family business and one was still unemployed. The present

occupation position of those who clnsed the units is presented in Table

18.



Present occupation of the beneficiaries who closed their units,

As many as 38 out of 74 that 1s 51.36 percent of them have taken
up salaried employment, about 21 percent joined the family business
other than agriculture, 9 percent joined family business of agriculture

b

or altied activity, and(8 percert wer. ninemployed at the time of visit,

The percentage distribution as per the present occupatidn 18 given 1in

Table 8.
Table 18: Present occupation of fthe b oneficiaries who
closed their wunits,
Present Occupation No Percentage
1. Service 38 51.26
2. Agriculture/allied
family business. 7 9.46
3. Family business other
than agriculture. 16 21.62
4. Household work 3 4.05
5. Unemployed. 8 10.81
6. vther occupation 3l 2.73
Total 74 tgn nno

Present position of the assets purchased through scheme

During the 1Interview the asset verification was done and  the
present  position of the assets was recorded for each of the units
visited. The asset jposition 1is given in Table 19. Of the 318

beneficiaries, 41 had not purchased the assets, of the 277

v

2

beneficiaries who purchased assets in 197 cases (that is 71,H5¥pernent}

the assets were in good condition and working. Other, position can  be



read from the table. 'The asset position, we feel, is encouraging.

Table 19: Present pnsitjén of the assels.
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}. Ascets 1n geood Tornditicr  and

working . 147 71.13
2. Asset in good condition but
not in use. 18 6.50
3. ‘Currently out of order. 2 0.72
4. Sold out 43 15.52
5. Has become unusable 5 1.80
6. Other (stolen, got burnt, etc.) 12 4.33
T retarl T 3 weoon
Reasons for selling the assets . - )

The above Table 19 shows that 43 beneficiaries sold out their
assets. They were asked about the reasons for selling. Thirty-five of
them had sold out their assets since they have closed the activity,
four sold because they were not able to make profit, only one
beneficiary reported that he had sold it for repaying some other debts,
and one sold for some other reason. Of the 18 beneficiaries whose
assets are in good condition but are not in use, 14 have closed therr

activity, one has seasonal closure and the other two bhave changed thear

activity.

Background and closure of the nnits

It is observed that out of the 49 old units only one was closed

suhsequent. to loan under SETUY. Of the 2609 new units 73 (27.12 prroent)

-

were o losed,



rercentage of Clostid wWhio lieaa viaditional skiblls was 1
that for those who did nat have traditinnal ekille wae 24,.78B nerrant.
Perrentage of closore who had previons experience was 21.38  and

that for without previous experience was 29.02.

MORE ABOUT WORKING UNITS

As has been shown 1n Tahle 16 the number of working units was 240.
We present 1in this section the perfarmance of these unit in terms of
income apd emrlavemoant  aeneration and alen eome additicnal  information

such as vraw material availability, marketing arrangements and so on.

Turnover and income obtained

Since the present study was to be completed in very short time, we
could not concentrate on this item as much as we would have done
otherwise. Normally a detailed section on income generation would have

Al

been  included 10 the qoesiionnein e, We paovidea Tor o recaidiog

L Y
oy

computed figures of annual turnover and income/profit  generated from
the activity. Netailed instructions were given during the training df
investigatars as to what guestions shounld be asked and what methodotogy
shauld be adopted for varions activitaies. The investigator tonok the
notes by ﬂﬁkging thr goestions and compubed Lhe annual  turnover  and

prafit thereof. The data has some limitation bhut we feel that we have

been able to obtain fajirly good estimates. The data is presented 1n

Table 20.
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Table 20:Annual Turnover and Income. (Rs.)

Sector Average Annual Average Annual '
Turnover Income

Industry 85818 #3259\ 15324 )
Services 42660 13279
Business ' {\94886‘ 8 T3k 13965 C e
AvcraTe R R E S T A

AVerage annual  income  in industry sector is Rs.15324 and s
mAax imum, income in services and husiness sectars is nearly equal., AL
the activity level the differences are wider in  the hoth  annual

turnover and income. We have given below the five activities with

highest turnover and with highrst income separately and sectorwise.
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Table 21:Details of sectorwise first

turnover./

five activities on the basis
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Agricultural Implements.,

Printing Press.
Gold Smithy

Manufacture of earthen
wares.

Consumer goods &
commodities

Service

1.
2.
3.
4.

5.

Photo Studio

Hotel

L.ound speaker/Tent hounse,

NDispensary

Cycle shop

Business

Stationery shop
Kirana shop
Vegetable shop
Food products.

Dairy & Pouitry.

Annnal
furnover

2,557,500
1,87,800

1,335,000

1,208,040

79,000

1,668,000
79,000
78,000
66,77

46,889

1,32,027

1,04,945

No.of .
* . + !
beneficiaries., are~t-

to

A

11

of



Table 22 : Details of sectorwise first five activities on the basis of |
1ncome Lo dsi ‘ '

Sector/Activity Poc oo Annual Nor. of
Inrome. Reneficiaries.,

indvstry T
1. Manufaﬁcrure of earthen wares. 20080 4
2. Gold Smithy 27000 it
3. Agricaltural implements 25000 2
4. Printing press 18120 5
5. Furniture and carpentry 15000 1
Service

1. Dispensary - 28477 11

2. Loud Speaker/Tent house - JBUuy 3

3. Photo studio : 18000 2

4, Hair cutting ﬁalnon/ﬂeautg 17625 2 ‘

H. Hotel/catering | 166473 7

Business

1. Vegetshle shop 23775 ]
2. Stationary shop 20791 12
3. Fcod preducts 17200 3
4. Dairy, Poultry. 12236 7
5. seneral & Food Grain Stores 11856 29

Employment generation

Employment generation was conslaered separalely for old unaits and

I I I U, : . : . "
new veuLures. Tor the 212 unito, 3+ an ingrance in the emplovment

due to loan was collected and for new units, total employment-data was

recorded. It signifies the generation af emplayment dite to *scheme in

these cases. We pressent results in Table 23 and Table 242
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Table 23: Average increase in number of persons employed (old Units).

Average i1ncrease per unit

Sector @ oo m o m e m e e -
Family labour Hired labour Total
No.of No.of No.of No.of No.of No.of
units persons unibs persons units persons
Industry 2 1.67 5 3.40 6 3.67
Services 7 .42 9 2.00 12 2,33
Business b 2.8 2 1.50 7 2.86
Total th 2.0 | 6 2000 25 2.80

Of the 48 old units, only 9 employed more peorsons after avairling
of the loan nnder SFFUY scheme. An overall avéragp increase in  these
25 wunits was of 2.80 persons per unit or of 70 persons 1n  tatal.
Taking 300 working days in the vyear this would mean employment

generatiaon of 21000 mandays.

Employment generated by new units

Again only the working units are considered here and enployment

data during the last one year prior to survey is collected.

Table 24: Fmployment- New Hnits.

Sector Family labour Hired labour Self Total
—————————————————————————————— N e i
No.nf Average No.of Average: : No.of Average
report report : : report
tng 1Ny : : ing
i units units : : units
(1) (2) (3) (4) (%) : (6) {7) “(8)
Industry. 22 1.26 24 2.58 42 43 3.12
Services 23 1.26 26 b.85 81 85 1.86
Business 27 1.19 6 1.00 62 64 1.56
Total 72 1,26 56 2,07 185 192 2.04
"""""""""""""""""" (o T )



In the column (7) of the Table 24 one can read the number of the
waorking units (started newly by btne venericiaries) in these sectors.
Of them reporting cases ars given in rocgeative aslupng under  family
labour, hired labour and self employed. At the aggregate lewvel .verage
employment was generated for 2.04 persons per unit. Considering 300
working days during the year the annual employment generation works out
117600 mandays. 1t may be seen by comparing column (6) and (7) that
one beneficiary in industry, 4 1n services and 2 in husiness are not
themselves working 1n the units, These incliode case of  expired
hbeneficiaries, women beneficiaries who have heen married and some cases

where beneficiary i1s not himself looking after the husiness bnt  some

other fami!y membar 19 r]ninf__, ay.

Additional Activity

Seme of the heneficiaries whose nnils were  working were  alszso
engaged in  saome other activities thrangh which they eparned 1ncome,
this data was also collected. In a3l 27 beneficiaries, 10 in indostry,

12 in service sector and 4 1n business had  such other activities and

on an average they earned annuval income of Rs.21519. Table 25 gives

these data:

Table 25: Inceme from additional activities: -

Sertor No.of heneficiaries Average
annual income

Industry 10 16702
Services 12 27092
Business 4 131500 .
Trntral 27 213019



New Investment

A substantial number (84) of Leneficiaries having working units}
made new investment after the loan was taken and before the survey.
Their average investment was ks.173%6. Tables 26 and 27 give the
sectorwise number of bheneficiaries and their average new investment and

the sourres for the same.

Sector No.of Percentage Average
benefiriyariers total investment

heneficilaries

Industry 17 41 .48 2373

Servites 37 214.26 17657
Business 30 37.50 13317
rotal ae as.00 0 17336

e B A o b —ES S e mm m mm e o - P e = o mr e e e em e e e e e e e A e e e e A Ge Ee S e M Ee e e e w

Table 27: S,ources of new 1nvestment

Source No Perrentage
1. From increased income 61 72.62
2. Loan 10 11.91
.3. Private borrowing 7 9.33

4. Ot hers 6 7.14
T rotal T 100,00

Among 240 working wvnits 110 {45.83 percent) carried out the
activity in the place owned by them, 102 (42.50 percent) in ~the rented

premises and remaining 28 were having mobile antivity.
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Raw material avajilability

Among the working uniis 61 percent Pluclied ftnelr raw maceriasil
from local market, 28 percent hrought from outside and the remaining 1)

percent from local market as well as outside.

Marketing

All the beneficiaries dependad npon the Joca]l market except those

who had taken help of government schemes for marketing.

Desire to continue the acrivity

Whether the beneficiaries wanted to continne the activity or  not

was guestion asked to those whose nnits were working and ta the
others 1t was asked whether they wonld like to restart.

The answers as

yes;no are tabulated in Tahble 28,

Table 28: Desire to continne/restart

Present Status Yes NoO Total
Working units 223 17 240 )
Closed units 23 51 74
Unit not started 1 3 4
Total 247 71 318

e e e e e e e B MmN Mm MR ML G e e mm e o e e AF T R — — o — — T T TR M e ol o e e e -

a

Ninety three percent of the beneficiaries with working units
wanted to continue the activity. Tt 1s interasting that 23 amang 72

who closed the activity wanted fto restart,

Borrowers opinions about repayment

Some questions regavding the repayment performance, rveaasons for

non-payment or irregular  repayment, ete., were asked to the
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beneficiaries. Their responses are presented in this section, These
are naturally their own opinions about their own performance. In  this
section we present  the responses obtained by the entire contacted
sample of 218. These responses and the data on demand, repayment,etc,
obtained from the branches will be analysed together and presented in a

separate chapter on repayment performance.

Regularity of repayment

The responses on regnlarity question are grven in  Table 28. In
all 175 (55 percent) heneficiaries admitted that they are not rvegular
in repayment. It 15 impnrtarnt to note that about 32 nerrent
anPfipiaripg were reaqular inttially in repayment but they stopped
paying subsequently. This aspect. 18 getting reflected  in onr
preliminary graphic analysis whaich is presented 1n the following
chapter. Nineteen henefeciaries admitted that they have repaid
nothing.

Table 28:Repayment performance.

Performance No Percentage
L. Regular 143 45.29
2. Delayed repayment 53 o 16.35
3. Initially repaid 103 32 .39

subsequentlly st.opped .

paying.
4. No repayment at all. 19 5.97
Tretal 318 100.00
Reasons for non-repayment _ _

Those who responded  to above question  saying they were not



regular, were asked about the reasons behind their behaviour. Table 29

gives this information.

Table 29: Reasons for irregnlar or non-repayment

Reason NO Percentage
I. Activity closed. T R
2. Insufficient i1ncome. 39 22.29
3. Activity/Venture in loss. 16 9.14
4. Activity not started 4 2.20
5. More capital 1nvestment 1in 13 7.43

Activity /Venture.

6. Other reasons. 41 23.43
7. Reasons not given. 17 9.7
Total 175 100,00

We enquired —ith thaea heneficiarisae ~e tn vhether they reported
their difficulties to the bank officials. 0Of these 175’onl)r 99 (56.57
percent} weneficiaries had told their difficulties to the bank and
othery have not reported anything regarding their problem to the bank.

These 99 benaeficiaries were askerd as to why they did not expiain
or report their difficulties to the bank, 83 of rfhem gave no reasorn.
The reasons given by the remaiyning 16 were Hike no bank officer met  or

enquired, because of the fear of compulsion of repayment, sickness,

etc.

Plans for payment of overdues

On asking about the plans for payment of overdues, 108 cut of 175,

that is, 61.71 percent stated thar they would repay ﬁhortly; ig (21.7!

percent) told that they would start repaying soon, only 4 wanted the



loan to be waived, and 12 were not reasady to do anything whatsocever.

Table 30:Plans for payment of overdues.

B I i e et e e e et Y
T T T e S e

Plan No. Percentaén
1. Would repay shortly. 108 61.71
2. Would start paying soon, 38 21.71
3. Wanted to be waived. : 4 2.29 ’

4. After the sale of purchased

assets. Z i.id
5. Nnt ready to do anything. 12 6.86
6. No response, : I 6.29
retal us ool
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Saving habits

The beneficiaries were asked whether they had saving account with
the bank. Only 95 of them, that is, 29.87 percent have saving account.
They were also asked ahout their other institutional saving. Only 65

beneficiares reported their saving as follows:
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Table 31: 3aving through institution.

Tnstitution No Percentage
I. patgpedhi. 9 1.5
2. @.1.cy LIC 17 26.15
3. UTI, Mutual funds . 7 io.77
4. Pigrmy. 11 L
5. Fixed deposit, 20 310.77
6. Other, 1 1.54
Ctotal 65  100.00

More about the non response cases

As  veporied ahoave 2148 per  cent of  the zample horrowers form
a set of non-response cases. The aratns of  their account was
examined threngh the heneficiaries's list and alsn the proformaa
submitted by the branch office. Among  thesa, 20.24 percent  had
repaid their lpan and their acconnks were aolosed.  1In 11.90  per

cent cagse the C.G.C. claim was made and i1n 14.29 percent cases

the suit was filed. The accounts of 58 per cent cases were
alive. .

As for the status of the activity of these non-response
cases, 1t was knowen that 15.48 per cent of them were continuing
their activity, in 22.62 per cent cases it was known that
the activity was clased. In 55.95 per cent cases the status of
their activity could not be ascertained throngh the neighbors.,
Among them 27.66 hawever, percent had  atready rvapaid vheir  doau,

4
'+ - Lk"i\}. 7
42.55 were having live acrounts, in 17,14 perecent cases .G claim or

T

quit was filed.



. The reasons for non-response are tabulated and presented in Table
(:3 Marriage, death and migration were the reasans for 59.52% of the
non-reaspoanse oonosT In 12.10% cases, it tvae preported that the person
with the name in the list never stayed at that addrpﬁg;r in 9.52% cases
the person was not found at the addrpﬁs even after 2-3 wvisits though
address was correct and the place was located. tinly in iﬁ.dﬂ% cases the
beneficiaries refused to give information. 'fhe pPrrpntagpjof refusal
works out only 2% with reference to taotal sample size,

In the general discussions with the bank offirers and other staff
we got the impression that there would be many absconding cases. But
our experience was different. If the table of reasons for non-response
is examined only reasons at serial Nos. 4,5 and 6 could be considered
as absconding. They are 44.05% of the non-response cases that means

9.20% of the total sample sire. 7This percentage is much lower than we
P .

thought of.
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e
Table/x: The reasons for non-response

Woman horrower left the plare due to
marriage.

Borrower explred and activity
closed.

Migrated to other place (name of the
new place known).

Migrated to ofther place {name of
place not knawn).

Rorrnwer stayed Al the address
earlier but nothing known about  his

present stay/address.

No person of this name ever stayed
at the address.

Rorrower not avallable (address
correclt) even after 2-3 vaisits.,

Out of place temporarily

Borrower denied to give information.

25.00

In.?1
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CHAPTER VI

SURVEY RESULTS Ot SFEPUP

The total sample of heneficiaries under SEPUP scheme in the ten
selected districts was 819 and ocur team of investigators could meet and
interview 628 beneficiaries during the survey period. In terms of
percentage, 1t works out to 76.68%. In view of the general impression
that tne benericlaries cuveiod undetr SkrPUr scheme arve not availlable orn
the addresses given, our experience in the ten different districts 1is
guite satisfactory. The remaining 191 thPfiPiﬂriPR ((23.32%) conld not
be contacted even after péying 3/4 visits as some of them have either
changed their place of acrivity or closed down their units and migrated
to other places fer service ote Nietrintwies figures of cample
beneficiaries are given in YTable No.l.

Tahle No.l: Districtwise numbers of heneficiaries in the sample

(SEPUP)
" bistriet tatal Contacts  contacts
Sample could be rould not
made be made
1. Puwne g0 66 12
2. Rolhapur 78 68 10
3. Thare 86 - 62 24
4. Ratnagiri 81 60 21
5. Aurangabad 85 | 68 17
6. Parbhani 80 53 27
7. Yavatmal 80 | 66 14
8. Nagpur 83 64 19
9. chhindwara 85 61 24
10. Indore 8i 58 23
e ero 628 )



Our investigators were provided with a detailed questionnaire for
collecting the information from each horrower, After consolidation,
the data has been processad  3nd Analysed. We give below our

abservations about the survey results under varions heads, based on tho

contacted cases.

Distributiaon by sex

The beneficiaries of the scheme are seen ta be predominantly male.
Out of 628 cases interviewed, 491 (78.1PB%) were male and 127 (21.02%)

were female.

Place of activity

Rural/urban: There were 15 heneficiaries (3.39%) from rural areas

and 613 (97.61%) from urban areas.

Age of the beneficiary at the time of application

The distvibution of heneficiaries aceording to the age at the time
of application 1s presented in Table 2. 1t will be observed from the
table that abountbt 50 percoent heneficiaries were 20 year old or ynnngpr:
More than 77 percent were 40 vear nld nr  vyounger. It was found that
there were 3 .beneficiaries of 16-17 year age as stated bLy the
heneficiaries. Ft 1= possihle that at the time of survey, the age
reported is incorrect or the loan is sanctioned to the minor. This
verification was not carvijed ont, as there are only 3 céses spread over
different districts. At the other end we feel that the loan should
not be granted to old persons. In our sample there were 13 persons

hetween 56-60 and 8 above 60 years age.
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Age-group No.of beneficiaries Percent

16-24 155 24.68

25-30 151 24.04

31-35 99 15.76

36-40 81 12.90

41-45 45 7.6

46-50 34 5.41

51-55 39 6.21

56-60 13 2.08

61 and above 8 | 1.28 °
Total 628 100.00

Caste Composition: Castewise compnsition of the beneficiaries is given

in Table 3. It 1is seen that 50% of the beneficiaries were from
scheduled caste/scheduled tribe and minority community. Similarly 27
beneficiaries (4.30%) were physically handicapped who availed Ilnan

under SFPUP scheme.

Table 3: Caste wise Compcsiftion

Scheduled caste 116 (18.47%)
Scheduled ‘trihe 25 (3.98%)

Minority 172 (27.55%)
Others 314 (50.00%)
retal o28
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Educational Status:

Fducational status of the sample benesficiaries is given in Tabhle

4. n the ane end there are about |} percent illiterate who havne

availed of the loan facilities under SEPUP whereas on the other end

there are. only about 5 percent, who have education above S8SSC/HSC.

There are even 5 graduate beneficiariesg. About 38 percent had

incamplete schoeling. It shows that the scheme has had a wide net.

Table 4: Educational Status

Education Sector Total Percent-
_________________________ —age .
Industry Sevvice Businoss
1. Tlliterate. 4 18 60 an 13.05
2. Literate but
did not go to
scheool . S 18 22 45 7.17
/
3. Incomplete 33 153 178 2ha £7.96
schooling.
4. SSC/NUSC 12 40 573 10% 16.72
5. Diploma/ 8 15 4 27 4,20 .
ITY .ete.
6. Degreﬁgz 1 2 2 5 0.80
Total 63 246 319 628 100.00

e o e AR me L e ot A T R M e e e e S e e e e Y A L e e Am = v e o o
— e o -

Traditional skill and previous experience

It 1s observed from the data that 261 beneficjiaries (41.56%) had

traditional skills for the concerned activity and remaining 267

t58.44%) had no traditional skill. TILikewise 435 hepafijciaries (69.

J
g
0@

had some kind of previous professional/technica) experience and

remiaining 132 (20.73%) had no previons experience, -
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Family Size A

The distribution of heneficiaries according to size 1is presented
: -
in Table 5. There were 302 beneficiaries with family size of 1-5

members; 290 heneficiaries with family sirze 6-10 memhers. Six families

have wore thaii 16 members.

Table 5: Family Size

Size Class No.of benefictavies percentage
1-5 members 02 (ae.0swn
6-10 members 290 (46.18%)
11-15 members 310 (4.78%)

16 and above ) (G.30% ]

" Total 628

-~ = = wm e e r e e . m mm m m e e e e e o w —w . —— — Lme M me AR At e e A A e e A e - e - —

1t 1s observed that 44 beneficiaries (70.38 percent) were
permanant residente at the nlare of their activity, Six heneficiaries
had 2-5 years stay; 21 had 6-10 years, 26 had 11-15 years, 3] had a
21

stay between 16-20 years and 92 were staying there for more than 2

years. It means 94% of the benefiniaries were staying at the place of

activity for more than 10 years.

Land Ownership: It 1s observed that only 46 beneficiaries (7.32%) had

some landholding and remaining 582 (92.68%) were without any

lanrdhelding.



Activity for which Ioan was taken:

The sample beneficiaries had chnsen the field of their activity as

under:

Table No.6: Sector wise distribution of activities for which the loan
was botrrowed,

Gt ey, = e W W R MR —h WE e = = = = —

Activity No.of beneficiaries Percentage
Industry 62 10.02
Servire 2406 2917
Business 39 50.80
Total 628 100.0D

Table 7: The activities for which the loan was borrowed.

Status No. of benefi- percentage
~claries.

. e - —— ot — o S - . . M e EE EE Er E M e r e e e = e mm e dem e Ee e me R G M S e e dar M me e e o e e e e e e e e

1. Industry

1. Cloth garments & related 11 1.75
goods.
2. Leather Goods 6 0.95
3. Food Products. 3 0.48
4. Paper Products & Stationery. 3 0.48
5. Consumer Goods & Cosmatics., 4 0.64
6. Pottery. 0 0.00
7. Xerox & Cyclastyling Machine. 3 0.48
B. Fabrication and hlack =smithy. 9 1.43
9. Furniture & Carpentry 7 1.11
i0. Agricultural Instroments. ! 0.16
11. Printing Press [ }.16
172. Ffirewond Dnopots ! N, 16
12. Rice Mill ! 0.16
14. Spray Painting. 1 0.16
15. Flectric Transformers. 1 0.16
16. Other type of electrical/ 3 0.48
mechanical workshop.

17. Gold Smith _ 1 .16
18. Others. _ 7 1.11

Sub-total 62 10.03
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I1. Service

1. Repairing Service 27 4.30
2. Hotel/Catering. 3 6.85
3. Typing. 4 0.64
4. Crushing Machine 1 0.16
5. Cycle shop. 42 6.68
6. Hair cutting saloon/ 16 2.55

Beauty Parlour.

7. Auto (Rikshaw RackKchaw . 2 0.32
8. Leud Spedler. 5 0.80
9. Chilly Powder Machine. 1 0.16
10. Flour Mill. 1 0.16
11. Tailoring. 66 10.50
12. Furniture hiring. 1 0.16
13. Laundry. , 4 0.64
14. Photo Studio. O 0.95"
15. Others. 27 4.30
Subh-total: 246 39,17

IT1I.Bustiness . \
}. tood Producrs. i 8.12
2. Stationery Shop. 2 .66
3. Vegetable shop 49 7.80
4. General & Food Grain Stares, 249 5.41
5. Pan Shop 43 6.85
6. Dairy/Poultry. 5 0.80
7, Clottr Shop. 19 1.03
8. Scrap material. , 2 0.32
9. Others. g3 14.81
Sub-total 319 50.80
Total 628 100.00
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It will be observed from the above mentioned tables that nearly

. 3 1 g1 ' . . . ‘ .
90% of the beneficiaries y,06 chosen activities under service and

business sectors. This M3y bhe due to small quantum of loan available

under the scheme. . .

The data in Table No, 7A reveals that 59.87% beneficiaries were

running the same activity fo. . phich loan was taken. Some benaficinties

who comprise 7.17% had “hanggd their activity bot their new activity

wds  also runntng, w"'pt"“ﬁarxq that 6/.047 af th> heneficiaries were

actively engaged in their profaggion.,  About 199 (31.69%) beneficiaries
had closed thelr activity ang g (1.27%) beneficiaries did not start the
activity although they hag Lvailed loan facility from the banks.

However the percentage of guch units is very small as compared te the

total sample.

Tahle /A:Present St.‘-lfUS Q_L E.b_(); -:'I(:t_i\"ltip,_g_ ‘Jndertaken

Status No Percentage
1. Activity is ronning. e S9.87
2. Activity 1s changed. : 495 7.17
3. Activity i1s closed 199 31.69
4. Activity nnt startpa. ] 1.27
''''' Toral e tanan

Table 8 : Sectorwise present status of activities

l.Working Units 40 (63.49) 183 (74.39) 198 (62.07) 421 67.04%

2. Closed Units 21 (33.33) 59 (23.98) 119 (37.30) 199 . 31.69%
3. Units not 2 (3.18) 4 (1.63%) 2 ( 0.63) 8 1.27%
started. -
Total 63 246 319 628 100.00%



During the interview, all the beneficilaries were asked
individually whether they would like to continue in the same business.

Their replies were as under.

Table 9: Desire to continue the activity.

Wk A e Ty W Em R e mm Em o A A e e e e R M R M G Em e e e e W R WR R B e e m v em RE A eE e

Present status Yes No Total
of units

1. Working units g2 29 421
2. Closed units 74 125 199
2. llmitae not vfafrrpd 7 6 P
 tetal ase 70 606

——— e e e e e A ma e mm m LML im s e Em e AL — AR e — — o e A = — — =

Sources of information about the scheme.

The salient feature of the SFPUP =scheme 1s that the identification

of the berrowers 1s to be dnne directly by commercial banks. Hence the
beneficiaries were asked as to the source of information abhout the
scheme. It is noticed that 190 beneficiaries (30.26%) got the

information from their relatives and friends, 27 (4.,30%) from Govt.

officers, 96 (15.29%) from bank officers, 21 (3.34%) from political
leaders, 95 (15.13%) from news papers. Further it is seen that 199

(31.68%) borrowers reported that everyone around was knowing about the

scheme.

Help received for getting the loan sanctioned

The beneficiaries were asked about who tried for them to get the

locan sanctioned. Their responses are tabulated in Table 10.
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Table 10: Help received for getting the loan sanctioned

- g B b e e m mm e U e v e R A o = an  m— am
e e e w o G d e e e e e e e o e W e e e e e

Who helped Noy Percentage
"""'T; """""""""""""""""""""""""""""""""""""
A
1. Beneficiaties themselves
tried for the loan. 566 9q0.13
2. Efforts made by 43 " ©6.85

relatives/friends.

3. Efforts made by 8 1.27
poelitical leader.

4. Efforts made by other 1] 1.75
well-wishers/social workers etbc.

It is interesting to note that there was no intermediary in case
of 90.13% of beneficiaries and they directly dealt with the bhankers.

Occupation befare availing the loan

The infcormation abont accupabion of the contacted beneficiaries
before availment of loan was alsn collected by the investigating team.
The details about their occupation prior to taking of loan from the

-

banks are as under:

Table 11: Occupation before availing the loan

Occupation No Percentage
L. Fngaged in the same activity. 295 46.98
2. Unemployed 61 9.71
3. Were studying - 14 2.23
4., Temporary job. 155 24.68
5. Participating in family business. 26 4.14
6. Some miscellanons activity. - 77 12.26
e T 620 0000



It 1s important to note that 46.98% beneficiaries were running the

same activity for which loan is availed.

Utilication of laan amount - Aftar Hwrailina Fha lean the hepaficrisviace
invested part of the amount for purechasing fixed assets and  remaining
amount was wused as working capital. . Following table shows how tho

investment was made: -

Table 12: Types of assets purchase

Asset Percent-
1 c s Total  a2ge
1. No investment in fixed 17 41 192 250 39.81
asgets,
2. Invested for procuring 1 i1 19 31 4.94

shop/ shed etc..,
3. 1Invested in machinery. 26 82 6 114 - 18.15

4. 1Invested in 1mplements,
hand carts cycle, 6 57 39 102 16.24
Tikshaws etc.
naw

. Invested for pnrchase of 0 ' 2 4 ‘N.64
cows ' huffallas.
6. Invested in goods in ? 1 7 10 1.59
the shop.
7. 1Invested in utencils &
other materials related
to their own husiness. 9 18 24 51 8.12
8. Furnitute, cuphoard, 2 34 30 66 10.51
counter etc.
Total 628 100.00
Present position of the assets : The information about the present
position of the assets was collected by the field investigators.  Data

1s tabulated in Tahble 13.
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Table 13: Present position of the assets.

T T e T T e e e e o R R e e e e o e e Y R A e e Ve ek e e A e e
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1. Assets are in good working 272 43.31 P
condition.

2. Assets are in goed condition but

not operative, 33 5.26
3. Aséefg ars nnnraductive, : 3 n.30
4. Assets disposed off. 57 9.08
S. Assets have bercme nseless ! 1.75
6. Assets were not croated REN Y %9.R0

f1.e.fixed assets}).

Place ~f activity {Ownerehin pattern):
During the interviews, information about ownership pattern of
place of activity was collected. This is presented in Table 14. This

information relates to 421 units which are operative.

Table 14:Place of activity:

Place No. Percentage

1. Owned place/premises of 111 26.37

acrivity.
2. Rented premises. 172 AN BB
3. Mobile units 100 23.78
4. Unavthorised premises. 28 9.0

Total 4} 100.00
Availability of raw materials: Uninterupted supply of raw material 1is
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a must for the sucrcess of the industrial units. The findings of the

survey in respect 421 units are as under:

Table 15: Raw material availability

Availlability from No. Percentage
1. Raw material locally available. 338 £0.29
2. Raw material is brought from 63 14.96

cutside.
3. Raw material is partly 20 4.75

availlable locally and partly
brought from ontside,

- o e W e ER WE W w R WM WR R m— T W= = v wm mr e A M A = e e e e e e e e e e e e e e e e e e e e e e A

Marketing arrangement for finished prodocts

It is observed that out of 421 beneficiaries wha are doing thetr
activity, 40! rases had toesl markets for their products., Only three
units were taking Govt.help faor marketing and in remaining 17 cases

»

they had their own arrangements.

Repaymént of loan

"he beneficiariee were asked to etate their opinion regarding
their repayment as to whether they were repaying the loan instalnents
regularly. Their responses are given in Table 16. About 70 percent
(444 cases) of the heneficiaries reported themselves that they were not
regular 1n repayment. As a matter of fact 17 percent reported that

they have not done any repayment.,
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Table 16: Repayment of lcan
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Repayment pogition reported No. Percentage
I. Regular repayment.  1sa  20.30
2. Irregular/delayed repayment. - 97 15.45
3. Repayment stepped after sometime. oA 18.38 ,
4. No repayment at all. 106 16.07
Cvetal 626 100,00
Reasons for non-repayment of loan : During the interview, each bortvower

was questioned as to the reason for non-repayment. The reasons given by

Lhem are as under:

Table 17: Reason for irreqular repayment

- = e e Em WL W e e e v e e m mm mm amh e e B e AW AR A Wa e M A LE mw e e Rr e e e A v e R e v e e ey et ie e e

Reasons No Percentage
1. Activity closed . 139 31,31 ‘
2. Insufficient 1ncome. 148 32023
3. Toss 1n business. 57 12.84
5. Activity nct started g 1.80
S. Additioaal investment made 10 2.25

in the business activibty.

6. late dishursement. of loan 2 0.45
amount.

7. No specific reason i 6.98

8. Others. ' 49 11.04

e T 446 100.00

During the interview these heneficiaries were also asked whether

they %ad informed the banker about their difficulties of repayment.
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"It is noticed that 59% bheneficiaries had informed their difficulties to
the banker and remaining 41% did not inform the bankers any
difficulty. Those who had informed the banker aLout their

difficulties, it is noticed that follaowing reasons were given.

Table 18:Reasons reported to the bankers.

Reasons No. Percentage
l. Activity closed,. 41 20,71
2. less capital, IR h.n9
3. Accident. 5 2,53
4. Mishap at business oy }1.01
place.
5. Expanditure o msirtlages . .
of daughter & son. & 4§.04
6. Less 1income 103 52.062
7. Others 21 10.60
rotal  1e8 100,00

The investigators also inquired with those who had not informed
the reasons cf non-repayment to bankers as to why they did not report,
The reasons for nat informing the bank were given only by 64

wee o la v
beneficiaries among the working nnits with fegnlah repayment.

rable 19: Reasons for not reporting difficulties to the Bankers

62



M G AL A T e e e e R R M e - e e Rm e m e o o = e - e

l. Non-cooperation from officers. 12
2. Non-repyrting on health grounds 7
3. Compulsion for repayment by bank. 36
4. Rumuurs about loan-walver schemes. 7

5. Beneficiaries stayed outside the

town. 2
Total 64
Beneficiaries, who were irreqgular or not making any repayment,
were further asked about therr plans foo vepayment of bank's loan. The

findings are as under:

Tahle 20: Plan for repayment of overdues.

Plan Casesg Percentage

1. Would repay slowiy. 241 54.28
2. Would start Eppayiru; saoon. 109 24.55%
3. After the =3le nf

machinery/assets. 2 k 0.45
4. Want loan to be waived. 2 0.45
5. Not ready to do anything. 4?2 9.46
6. No reply. 48 10.81
Cretar T aae 100400

Savings accounts in other banks/post office etc,

The information about savings habits was alsn collected during the

interviaws. It is noticed that 1231 beneficiaries (19.59%) wern

maintaining savings hank accoounts with other banks nr  pnst  offiees.



Remaining 505 beneficiaries (80.41%) were not maintaining any

bank account.

&

savings

Further these heneficiaries were asked if they were saving any

amonnt  throngh =2grncicn ~anech 5n Pntﬁkrdhips,
soclety etc. The information is as under:
Table 21: Savings throngh agencies
Name of agency No Percentage
1. Patdpedhies 3 0.48
2. LIC 13 2.07
3. UTI/Mutual Funds. 4 0.64
4. Pigmy 29 4,62
5. FDRs in banks 22 3.50
6. Others 4 0.64
7. No savings 553 AR . NS
Total 628 100.00

[e
49

canpeitalive

~
ViE e L



Additional Investment

The Dbeneficiaries were reguested to inform if they had invested
any additional amount in the business over and abpve initial
investment. It ‘is noticed that 131 (20.86%) beneficiszes have
invested additional amount in the business and remaining 497 (79.14%)
did not invest any additional amount. Those who did invest additional
amount, it was from increased income, loan from other agencies and

savakar etc.

Subsidy Attraction

All Ehe beneficiaries were asked 1f there had been no
govt.subsidy, whether they wonld have availed the loan from the
bankers. It 1s interesting to note that 513 (81.69%) persons said they
would have taken the loan 1in the absence of govt.subhsidy also;
remaining 115 (18.31%) persons informed that they would not have taken
any loan in the absence of govt.subsidy.

Beneficiaries' opinion about their units

The beneficiaries were requested to give their frank opinion about”
the present position of their activity »~» We received the

response as under:

Tahle 22:0pinion ‘of the beneficiary regarding his unit
(working nnits only)

- . W e b S me ——

]. Present position of unit/

activity was very good. 21 4.99

2. Present posiiiun of unii was good. 270 GO LT3
3. Not satisfactory position. 117 27.79
5 1.19

4. Unit was sick.

o o W= o A e b e EE Sm e e e e b



Present. occupation of those bheneficiaries who hﬂYg ciosed the
untits

All those who have cloged ther ctivaty Were asked as  to how
were they engaged at the time of the curvey. Of the 199 heneficiaries,

59 were employed 1in service, another 59 werea engangc.l  in family

3

business other than agriculture, 26 were UHGNPIOYEQ_ The figures ave

presented in Table 23.

Tahle 23: Present OCCleﬂriﬁn nf those whoy o loserd tllf‘ Un.lt,S.

—_— —_——— e — .
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Dccupation No Percentage

. Sservice 9 29,45

2. Agriculture and allied acticvities, 2 1. 01

3. Participating in family husiness. 59 29 .65

4. Household wark . no work doe o 32 I6.08
old age.

5. Unemployed. ' 26 13_p6

6. Others. 21 10,55

C reral T e eTanT .
There werc oight boncficiariaz b, 2:ia M0t ytark thel. cobivity .

Of them 4 were In Service at  the time f the survey 3 were
. : , 2 re

participating in family business sud  ane was  unemployed These

beneficlaries were asked as to yhy they did not seart the husiness
. el BNS - i by 1S5 .

One of them had an accident and Lecamne handicapped . pwo of Lhem gave no
- ¥ - ¥ 3 . . = 3 -

explanation and remaining five gtrate kT - Vel .
3 ced that the loan was  inadeqguate or

was sanctioned late and thevefore they did not Start the activit
. -ootrhee - - =L LY o

The reasons for closing the JCEivity

A large nunber 0535 of nits ware lnsead hp;aqu tt
! 1Uusea e

beneficiaries could not  run 4 he gt . URNATRIRR on Lo
' ' i L I'P}_lr)r‘ el
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shortage of capital, 28 had suffered accident, 30 stated reason like
division of property, place of activity demolished in road widening,
gyot. service, etc. The Information is presented in Table 24. 1In
addition, the period ot closure prior to the visit is tabulated in
table 25.

Tabte 24: Reasons for closing the business

Reason N Percentage
l. Less capital. 2 .05
2. Business failure. 105 52.77
3. Labour prohlems . . 1 n,n5n
4. Mishap to raw material 5 2.51
5. Accident. 28 14.07
6. Beneficiery expired. 4 2.01
7. No demand to product. 4 2.01

9. Division of property,place of
work demolished in road
widening, service etc. 20 15.08

Table 25: Period of closure.

Period No Parcentage.
1. <-12 months 69 .67
2. 1 to 2 years. 59 : 29.65
3. 2 te 3 years. av 0.1y
4. 3 to 4 years : 15 7.54
5. 4 to 5 years -9 4.52
6. No information about 7 3.52
period.
reral e aon.on
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Traditional skills, previous bhackdaround and eclosure of the iinit

It is interesting to note that amang the 261 beneficiaries having
traditional skills only 50 ar 22.22 percent beneficiaries closed the
units while among 367 beneficiaries who did not have traditional skills
141 or 38.41 percent have closed their units. Thus, the incidence of
closure is comparativly less among those having traditional skills.

Similarly it 1s observed that among 435 who had professional  orv

technical experience only 27.13 pereant (14) beneficiaries) olosed
their units; wniie ourt of (92 who .d1d nat have such experience, 41.67
percent (80 keneficiaries) oclosed their uonits. This shows that

pPrevious experience 18 1mportant.

In the earlier tables 1t 1s observed that 295 beneficiaries, out
of 628 contacted, were engaged in the same activity hefore availing
loan from the banks. Thrse benefic iaco « were ingquired os (o the
reasons for availing the loan when their activity was already in

running condition. The purponses as gtiven by these 295 beneficiaries

are grouped as under;

Table 26: Reasons for availing the loan by them who were enganged in
the same activity before.

Purpose No.nfl cases Percentage
1. Te expand husiness acticity. 284 Ro.49
2. To purchase shop/repairing of

premises. 1 .25
3. To buy implements, hand carts

etc. 20 6.78
4. To purchase furniture. 5 1.69
S. Others. 3 1.69 )
B 295 100,00

e e m rm e bR LR WY s e W W L e e ey b e e e ey Gk = b i M Sl S AR
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Additional information of 421 working units

1. Out  of 421 working nnits 241 henoficiaries wepre daing the same
activity before to availing the lean. Tn respart of these wnitas, the

position of availability of raw matervial is as under:

Units Percentage
Raw material locally available, ' 192 79.66
Raw material from outside. ‘e 34 14.11
Raw material avallable both .. 15 6.23
lorally and from outside. = @ ceeee- ammeaaaoo
Total 241 100,00
2 . Position of marketing facilities: Ount of 241 beneficiaries, 233

(96.68%) units were feeding to the local narkets only, and as such

there were no problems for marketing the products.

3. Position of repayment: The praition of repayment of 241 cases as

reported by them is as under:

Units Percentage
Regular repayment - 99 41.07
Late repayment - 42 17.43
Started Lu. stoppced e J1.54
subsequently.
"No repayment - 24 9,96 .
fotal 241 100.00

Sanctioned amount of loan and investment

It was ohgerved that most af the heneficiaries applied  for the
loan amount of Rs.5000/- which is an vpper limit for SEPUP scheme
irrespective of their actunal reguirement. Theres may be many sitwnations
requiring more investment  as also in many cases the regnivement may

he lower. The banker has to assess the requirement appropriately  and
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sanction the loan. He cannot sapction more than the ceiling amount of

Rs.5000/- provided in the scheme bt i f in his assessment the
requirement. of 3 partjenltar vnit is lewes beods enpposed to sanction
tower amount. We have collected information an loan amount  demanded
and sanctioned and slso on the investment made. On an 2vrage it 1§

<

seen that the amaount dpmanépd was Rs.5119/- per thepeficiary, amount,
sanctioned was Rs.3671/- and the investment was Rs.4437/-. It is clear
‘that at the average level there was inadequate financing to the extent
of abont 17 percent., We shall come back to the quest 1on of 1nadequate
financing again when we discuss ahout the problems faced by the units.
Here we present the sectorwise figures with averages on the basis of
the total number of sanctioned cases in each sector (Table 27}). There
are no substantial differences in the investment amounts in different
sectors.,

Table 27: Sectorwise average loan demanded, sanctioned and
investment made,

Sector Demand Sact 1onead Tnvesrment made
Lixed  Working Tatal
Agent a. Capital.
industry sors e 280 21 4096
Services 5174 4033 2231 13632 4714
Business 5129 3370 40 31303 4557
Averaae R P T ravs 4437

- o i = - [ T e e e e w e e e o ww = = A mm e e 4S mw E —

At the aggregate level the invegtment made is more than the amount
sanctioned but at individual level only some of the beneficiaries would

have invested more.

Only 28.50 percent (179 bheneficiaries) réported to have made

additional itnvestment . Of  them 74.30 percent made their own
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contributijon for additional amount required, 18.44 percent borrowed
from friends/relatives, 2.35% percent borrowed [rom private money

lenders and 3.91 percent from others.
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Annual turn over and income

Information about turnover and jncome was Pnllécted about the
working nnits., Collect1on of data on these i1tems, needs sufficient
time and murch detailed gquestionnaire if accuracy is to be achieved. It
was not possible to spend longer time due to short period stipulated
for the study. However, we have asked the information i1n brief and
arrived at the estimates. The 1investigator werve given detailed
instructions regarding whal type of guesiions should be ashed Jdeperding
upnn the agetarvity and haw 1o arrive at the anpual satimates. Theonnh
based on broad information, we feel the estimates are fairly good and

indicative. These ave pregented 1in Tahla 28,

Tahle 28: Turnover and annnal income of working units,
_____________________________________________________ TV\ {'l"n' 3
Sector Average snnnal Average annnal
turn over P cCome ,
Industries 25735 R21A v
Services 20476 R6H62
Business 20218 QGHQHD 6373 .
Average 25557 y7795) F4L3

A wide variation was observed between the annual turnover as well
as income of differenct activities. It will be interesting to know the
activities with higher iurnover ang aisu  separciely the activicies
with higher J1ncome, We give helow the first 5 activities in each

sector with higher turnover and higher income respectively.

v
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Details of sectorwise first five activities on the basis of%turnover
i

Sector/Activity Average annual No.ot
________________ turnover. beneficiaries
Industry CTTTttTrrTTTTm o T

1. Manufacture of small : 930000 t
transformers.

2. Leather goods 56667 3

3. Manufacture of earthen wares. 23200 t

4. Garments and related gnads. 292758 8

S. Carpenféry 25417 6

Service Sector

1. Hotels 44133 27
2. Furniture. 25200 ]
3. Repairing works . 22472 23
4. Others. 206018 21
5. Typing. 16500 4

Business Sector

l. Scerap. ' 60000 1
2. Vegetable shops 48669 26
3. étationpry, paper etco. 42722 9 !
4. Cloth shop. 24844 9
5. Kirana/general stores. 32600 22
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. \
Details of sectg&ise first five activities on the basis gq

\income
Sector/Activity Average annual No. of
1ncome, beneficiaries,
Industry
1. Manufacture of small trans- ‘ 22000 1

formers.

2. Leather | 18500 3
3. Black smithy ’ V1200 5
4 Manuifacrtnre of earvthen wares., 0200 3
5. Rice Mill. 2000 1

Services

l. Furniture. 12600 ” 1

2. Horel 12317 27
3J. Repairing 12011 23
4. Laundry 9900 4
5. Other activities. : 9307 21

Business

1. Statienery, paper etc. 9605 9
2. Dairy, Poultry etc. A 8533 3
3. Vegetable shop 8239 26
4. Pan shop _ 7479 25
5. Food products. 7044 45

Additional activities of the bheneficiaries with working units

Eighteen beneficiaries with working units were engaged Iin  sone
additional activities including some 1n  service. Average 1ncome

earned by them from these additional activities was Rs.11167.7

Additional new investment )
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Some of the beneficiaries may make additicnal investment after

starting the units. The information collected on this revealed that as

many as 118 beneficiaries (i.e.28 percent) had made additional

investment hefore the survey and after the investment at time of loan.

The average addiiional aiwvestient  was Re . 4657, The secrLorwise
information is given Table 29.
Table 29:Additional (New} Investment

Sector No.nf Average

beneficiaries, investment

Indaustry 12 246

Services 51 4251

Business 56 5304

Totatl 116 493

e L e e e e R AR R G L m e e o e e b e e MR TR b e e e e e A W me e s M P T et v e o mmk o= mm mm e e e e o e — — m Ak - —

Employment generation due to scheme

3

E

As has been observed eparlier, quite a few beneficiaries were
engaged in the same activity hefore availing the loan and others have
started new ventures. As far as the impact of scheme on the employment
1s concerned, these two groups should he treated separately.

In the first group Increment sl Pm[‘nlnympnt was recorded which was

generated due to expansion of activity by investment through loan
availed wunder SFPUP. In some cases their was increase in the family
employment and 3In SOMP cases jnorease jn the hired employment and in
some cases in both family and hired. The information is given in Table

30. This naturally is abant workiné DRt

-
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Table 30:Tncrease in employment (No.of persons) to old nnits:

Sector Family Labonur Hired Labhour Total
No.of Average  No.of Average  Ne.of Average
CASes  TnCcrease CAKeSs Inerease CASes  INCreasg-
Industey. 7 .20 s 1.20 10 1.50
Services. 26 1.23 11 1.64 32 - L.56
Business. 27 .67 1 1.00 28 1.64
Ctotal 60 1.42 7 147 70 1.59

In all 111 units, out of 242 working old units that means 28.92
percent of the old nnits have employed more persons as a resnit »f
availing the loan under the scheme.

Average increase in employment among these 70 units, has been  of
1.59 persons, which is 11! persons in total, If we consider, say 300
working days, this means 33300 mandays.

As for the new ventures the antire employment in these ventures is
due to scheme, Thprpfnré present total employment in these wunits
including tha heneficiary can he considered as generated due bto schome,

The informaticn in presented in Table 1.

Sector Family Labour Hired Labour Self Tatal
No.of tAverage No.ofl Average : Fmpl:No.of Averagoe
report- Employ- report- Emplpoy-:Tetal:report- Employ-
1ng -ment 1ng -ment. tNo.  :ing ~ment
units units : runits.,

Industry 10 1.10 1 1.00 17 i8 1.01
Services 15 1.27 ] L.71 XY 73 1.38
Business. 28 1.14 3 1.67 83 88 1.36
Total 53 1.17 11 1.64 170 179 1.40
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An average employment in these venture was 1.40 persons or total of 250
persons. Again considering 300 working days in the year, this means
75000 mandays. The averages in Table 31 are based on only reporting
cases. Only 11 units had hired labour and their average was 1.64
person or they employed 18 persons. There was 179 new ventures
(workina). If we consider average with that hase 1nstead of reporting
~ases, the average family labeur was 0.3464, average hired labour was
0.1005 persons and self was 0.9500 persons. ‘These averages taotal 1o
1.40 persons.
The total employment genervation due to scheme taking old and  new

units roagether 1s 1,008,700 mandays.



PROBLEMS FACFD BY THE WORKING UNITS

Problems are always there and are required to he faced etther by a
SEPUP  BReneficirary or by a SEEUY Hpnpflniary or by a Large Scale
Company while keeping the unit working.

The large scale wunits are competent rnough to solve their
problems, however the SFPUP or SFEUY beneficiaries are ’not in a
position to solve theilr problems at Lheiv level. That is why the
forward and backward linkages arrvanoement or gpopnrt systems tn  he
extended by the Dist. Industries rentre in case of SFEFUY Beneficiaries,
1s introduced.

However, 1t 1s suprising to note that nejther the Government naor
the Ranks have taken cognizance for the provision of support systems in
respect of the SFPUP bkeneficiaries. ‘the problems are similar to that
of any working umits and related fn infrastroctural  support systam.
The DICS were experted to extend necessary help in this  respect  for
SFFUY beneficiaries but it seems that this aspect is being neglected
for the reasons not know.

Generally the problems faced nan he summarised as follows:-

1. Problems regarding Ranks.

2. Problems regarding Government and Semi Government offices.

3. Problems of tGeneral Nature.

Hence an attempt is made to know the nature of problem and 1its
invalvement, while trying to keep the venture running.

District Industries Centre (DIC)

A) Problems relating to Bank

1) Inadegquate Finance: -

SEFIY: Ont  of 241 units working 150, i.e. 62.24 perdent  have

reported regarding inadequate financing which 18 cognizable
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number. Here the no. of service, jndustries is 59 which is the
largest among Industry, service and Lo iann sectors. CAEPHE:Oul of
421 wnits working 229 i.e. 54.31 papeent . have reported regarding
tnadequate Financing which also  capnot  he negltected. Here the

1. - - . . .l Il . 3 .
business sector beneficiaries' number jg the largest j.e.)26 having

3J0.0 percent.

2. Bank Guaranttee: Tn the implimentation procedure itself in both the
schemes, the Rank Guarantee or Serurity is exampted, only the assets

created out of the loans, ars to be hvpathinsataed

Out of the working units 241, 1in 43 cases of SEFUY and out of
421 cases, in 33 cases, the Bankers have demanded guarantors or
security which is not only a problen, farced by the beneficiaries, but
also amounts to the voilation of norms of implimentation.

In both the schemes it 15 observed that the number of securilies

insisted benefictaries vy tie bainks iz Lhe jarger  undér o secvioe

3. Disbursement Delay:-

Ll

As rPgards'RREUY hpnpf;Piarin, 20 working units have repartpd
regarding delay in disbursement whereas in SFPUP, 32 have reported the
delay. Amang that also, nnder both the schemes the no.of beneficiaries
under business sector, s vhe ldaityest vonan tnat of the industires and

service i1ndustries.

B) Problems relating to Government and other Departments:

1. Sales Tax: Under SEEUY, there are only two caseg facing the

problem of Sales Tax whe e as under the SFEPUP there is no guch type of
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problem.

2. Central Excise: There seems to be no problem of Central Excise to

the beneficiaries of both the schemes, perhaps due to the reason that

there are no excisable goods produced.

3. Pollution: Under the SFFUY scheme only one industrial wunit has

reported abont pollution problem ont of 241 whrre as in SEPUP no unit

has this prablem.

4. Monicipalty: 7  SEF0Y  beneficiarvies have [aced the peoblem  of

monicipality whereas theore are § nunits of SEFPOP heneficiaries  having

the same problem.

5. M_S,E.R: M_S.F.R. nffire prohlem ig faced hy 7 henerficiaries nf

SFEU'Y and 6 beneficiaries of SEPUP  scheme, perhaps this may be

connected with the early power connection, deposits with M.S.F.B etc..

6. DIC: There are only 3 units having the problems of DIC office,
perhaps this may he the case that the other 238 nnits working might
not be aware of the various support systems vested with the DIC and

hence they might noct have approached the DIT about their problems,

As the SFPUOP scheme is not heing impiemented by the DIC., the

gquestion of the DIC problems will not arise here,

. . - ) N . ,
Other Problems: The number of units having orther problems 18 3 1n case

of SKEUY beneficiaries, and | in case of SkpUP beneficiaries which 1s

neglegible.
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c. Problems of General Nature

In the las+ thare are problems  of  general aature directly
connected with the production of the industrial units and regarding
the Jtems dealt in by the service indusfries and business sectors.

1. Raw materials:- Under the SEFUY 15 units and under SUPUP 12 units
have reported that they are having problems regarding raw materials.

Here it can be seen that though the no.of units is not major bhut
the problem is major in case of these working units ,becasue their
working is dependant on the sufficient availability of raw materials
and that too at the cheapest rost.,

In SEFUY cases the no. of industrial nnits is larger i.e. 7 than
that. of =service industries and business.

Here  one  point to be rleared 1s 1 hat the goods, in which the
trading is operated under business sector, are coversd under raw

material.

In case of SPFUY beneficiaries where the DICS expected to extend
the necessary help, might not have come to the rescue of these units.
As  regards the SEPUP beneficiaries the support system help seems

to be silent as reported ecarlier. These beneficiaries may also be

i

facing the difficulty of inadeguate working capital for want of whkirh

they are unable tn have hnlk purchases at a cheaper price.

2) Place: The benaficjaries facing the problem of rented accomodation

Oor 1its availabiljty, are ]2 in No.under SEEUY 35 well 455 SEPUP scheme.

The proper Place of the venture in the market jg rhe dominating
factor for Inning the venptnres successfolly.

)

Far the praper place the beneficiary has to pay tphe huge amount as
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deposit 35 wall ac high ront 2rn2 heroz it i< bevon? the reazh ©

beneficiaries,

The Government Hr Monicipality may think over ahout the problagy
and arrange to allot the shed at a rhraper vate either on rental basig
or on cnftright purchase basis, to the beneficiaries of SEFUY and SEpyp

schemes.

1]
3. Marketing: Avzilabjlity of market i0 3150 ane of the main factorg

2w o

deciding the profit and loss. Under SEEUY and SFPUP, the number of

units  facing the problem is the same i.e. 20,

Now a days the husiness world 1s mnst competitive and it may bhe
very difficult to these units 1n infant stage to cope up with.

As in the other problems, DIC might have overlooked or the
beneficiaries Mmight not nave rusSned to U being ygnarant about  Lhe
services expected to he extended.

As already said the SPPUP beneficiaries have no snpport of any

support systemn. N .

4. Machinery: Under the SEFRUY schene 4 bheneficiaries have faced the

problem of machinery where as there 1s no praohlem to  heneficiaries

under SFPUP.

The problem 1in this regard may be  about defective machinery after

sale services, difficulty in operation.

5) Power 8 SEEUY beneficiaries and 2 SEPUP heneficlaries faced the
problem of power supply among which the no.of service industries units

is the largest in bhath the schemes.



To overcome these problems the forward and backward linkages
arrangement 1s a must, because it has a relation with annual turn over
and annual profil of the unit. And if cals part is negleéted it wrild
result in repayment of loan and hence increasing the overdues of the

Bank.
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INFORMATION ABOUT THFE BFNEFICIARIES (WHO COULD NOT BF
CONTACTED) _“

We have stated that 23.32% beneficiaries were not -
avaitable on the given address. However some information
was collected from banks, neighbours etc. and same 1is

furnished as under.

(a) Activity status Percent
1. Activitiy reported running 5.49
2. Acticity reported changed 1.10 -
3. Activity reported closed 18.68
4. Activity rveported nor stored 3.0
5. Nothing is kncwn ahont status 7)1.42

of activity (130 cases)

(b) A/c position

On  going further into the details of the position of
the accounts of these heneficiaries 1.e. 130 cases it

is obgseived a5 urader,

Percent
1} Accounts closed 5.49
2) ¢.G.C. claims 23.63
3) Suit filed 2.75
4) Accounts runnindg 39.56
Total —_7I.43
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(c) Reasons for no response

1)

2}

3)

4)

5)

6)

7)

8)

9)

109

Borrower reported ~xpired

Migrated to other place (name of new

place known)

Migrated to other place (new place
not known)

Women borrower left place due to
marriage

Migrated to other place for service
Was staying earlier at the address
but nothing is known about present

address

No person of this name ever stayed
at the address

Temporarily gone out of place

Borrower not available even after 2

visits, address 1s correct
Borrower denjed ro give information

Total

Percentage
3.5

12.07



CHAPTER VII

REPAYMENT PERFORMANCE IN SEEUY AND SFEPUP

In order to study the repayment performance the, data regarding
demand and repayment 1s reguired. We had preparved two proformae,
namely A and B and the sample branch offices were regquasted . ta  fill
in this data and submit to us. The proforma A coverﬁd the general
information about the sample beneficiary's account such as the purpose
of loan, amount of ieoan, repayment programnme, position :f the arcount,
rating of the arcount, amount oulstanding as on i1.2.1992, etc. The
colnmns in the proforma were such that all of them can be oflllpd n

from the ledger. The proforma B was for all the data on demand and

repayment of the sample borrowers.

The problems in data

A}’ th? t]mP ﬁf th‘ f!eld Wﬂrk thF‘ p[‘ﬁfgrmae were e.\'plain@d tn the
\'\G“.qu\
cbrhach managers and request was made ta fill  them in and hand over o

our field staff or send to us by post on an urgent basis. However, we
have even now not received the proformae from many hranches. As  an

intti1al exercise we have compuoted repayment/demand percentages at the

branch level and the same are presented in graphical and tabular

form. Before we discuss these graphs, it is nacessary to understand
e
the nature and gnality of data. As explainsd in the mhthndology

section we have (,ucied in sampling procedar. the henefriaries frem the
begining of each of the scheme. Therefore, far the damgnd/rppaympnt
data we had provided for rhe years from 1983-84 tn 1991-92 in the case
of SFEFUY and from 1986-87 to 1991-92 i the case of SFEPUP and requested
the branch offices to record the cummblative demand for eack of  the

beneficiary in our sample and give the fFigqures of repayment in each
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the data. When we nhgerve the (raph 10 it s zZlear thet thers iz a

sharp deciine in tggtggipinfagp from 1985-A6. There is  rise in the
yYear 1988-89 and again fall. This phpqnmnnnn 15 also ohserved 1n many
branch level and district level graphs. It appears l"hat' around 1987-
38 there were special efforts to improve the recovery. Pérhaps this
has paid the dividents.

We have prepared another set of graphs in which we look 1nto  the
hehaviour of beneficiaries after one year of horrowing, after twa years
of borrowing etce. These graphs we have drawn only at district level.
Graph 11 covers Kolhapur, Thane, Ratnagiri; Graph 12 covers Aurangabad,
Parbhani, Nagpur and Yavatmal; Graph 13 refers to 1Indore and all
districts combined graph i1s No.l4. From Graph 14 it can be seen that
the repayment performance is good, matre thant 45 percent, during the
first year. deciwned o 3% percent oo the second year, the deciioe
continnes in the third year bnmt there is slight improvement 1in the
fourth year fcellowed by further decline.

We do not take up more defailed discossion on these graphs at this
stage since we have many danhbts abant the data.

Graph Nn.15% to 22 form the first set for SERID and Graph 22 tn 24

the second set. Graphs 36 shows the similar trend as shown hy Graph 14
except that during the fonrth year there 1s a sharp rise. This wmight

have &Zvrisen due to crediting of subsidy.
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CHAPTER VIII

SOME SUGGESTIONS FOR IMPROVEMENT OF RECOVERY

Administration nf enbsgidv:

The schemes of SEEUY and SEPUP have 25% sibsidy component which is
kept in fixed deposit in the name of the borrawer and it is to be
credited to his account after he has repaid 75 percent of the loan
amount so that the account is closed. It is observed that the deposit
1s kept in the name of the horrower for a stipulated period of
repayment and at the end of this period the amount along ‘with the
interest there on 1is credited to the acrount of the borrower
irrespective of the fact whethevr he has repaid 75 percent of the loan
amount or not. The scheme of fixed deposit was introduced in these
schemes as a check for misutilization of loan in the sense that a

b

number of beneficiaries of such schemes are taking the locan only to
grab the subsidy. In scheme such as TRDP the subsidy is credited to
the beneiiciary’'s accuunt immediately after it is received fron  the
government . Since under SFRUY and SFPUP crediting the subsidy is not
linked with the performance of account in practice, the system of fixed
deposit has not made any difference. The beneficiary is not concerned
whether the snhsidy is credited to his account today or after three
years, 1f his acccunt 38 2 grah the subsidv., As the borrower nf IRDP
can arab subsidy by selling his asset immediately and paying to the
bank the loan amount net of subsidy and take thes advantage of subsidy.
His account can be c¢losed since the subsidy is already credited to his
account. The beneficiary under SFFUY and SFPUP can just do the sane

thing but his his account will get closed after three {or what ever

period stipulated) years. How does it matter for him? The interest is
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being earned on the subsidy component which is in the fixed deposit and
that can take care of interest on his balance loan which is again equal
to subsidy amount. And this is so even when the condition of crediting
subsidy only after the repayment of 75 percent loan amount is observed
strictly. Thus wunless the subsidy payment 15 1linked with the
performance of the beneficiary in terms of good repayment and also to
condition that he continues the activity, the phenomenon of obtaining
the loan only to grab the subsidy can not be checked. Secondly, even
those who continue their activity but do not repay the loan instalment,
the advantage of subsidy is being given at present as a result in
default cases vtne liability of the vorrower is only 75 percenc  eveun
when suit is  filed. If hatter utilization is te be achieved the
delivery of sasnhsidy to the benefiriary has to be linked with proper
untilization as well as regular repayment. The borrower should be told
at the time of sanction in rclear terms the conditions under which  he
can have the ha2nefit of cuhgidy The rrnnse of subsidy ie that  the
borrowers 1in the lower strata of the society for varied eccnomic aéd
efficiency reasons can not make their units viable by investing the
capital at the market rate and if the capital investment is subsidied
to the extent of 25%, the units have a good chance of becgming viable
provided the heneficiary 1iJs serious about doing his business., This
purpose the borrower also should understand.

The gquestion there arises as to how these conditions should be

imposed and how the beneficiaries should be trained and motivated for

regnlarity in repayment and proper stfendence to the business. This
brings in the question of follow up and the auestinn of Fraining. Ve
shall take them up separately. Hare, we  shatl  present  some
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modification in the present system of management of subsidy.

During our discussions with the branch managers, we had touched
upon these points. Some of the managers showed concern fhat some
sincere beneficiaries with gnod intention may not be able to regularly
pay the instalments may also be punished under the strict linkage
berween the renavmanpt regularity and rraditing of  sohgidy. We feel
that it is always possible to deal with these types of situations even
under the strict approach in order to avaid under hacvrasment of

geneuline borrower.

Suggestion 1

Our first suggestion 1is to scrap the present system of individual
fixed deposit in the name ol Lhe penefilcilaries and creacion of subsidy
fund 1in a separate account for each scheme. The borrewer shonld bhe

allowed the withdrawal of suhsidy to the extent of 25% of the vregular

payment he makes each time, The 'regular payment’ makes should be
operationally defined. He should be allowed to withdraw the subsidy
after a week of his regnlar instalment payment. This would alsc
increaage the 1interaction hetween the borrower and the bank. Somoe

beneficiaries whn are even now are better in repayment many a times arve

not regular as per the time schedule. These beneficiaries would
improve their performance immediately. The more irregular ones would
find that they are loosers unless they  become regular and more

difficult one may not change but at least they will have to face o
sult for full amount rather than the 75 percent amount.

On this suggestion there was one common reaction thét this would
regnlt (assuming na change in the hehaviour of the beneficiaries) 1in

-

lower repayment percentages as far as the bank is concerned. On this we
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feel that this is a mere guestion of 'figure work'. Recovery ig in real
terms where 1t is. Another question asked to us was 'Do we then return
the subsidy to the Government?' Our snswer is "no". The subsidy now
18 in-the special account, 1t remains there. In case the recovery is
effected through the suit filed the subsgidy amount accoun£ may be
shared between the government and the bank. A new arrangement between
the government and the bank could be worked out after going into this
guestion deeper, The non-crediting of subsidy to bad perfarmer's
account would also mean that the r.g.c. rlaim has tn be of full amount
and not of 75 percent amount. A new thinking on this may also be
required. TIn any case we foel that the beneficiary wﬁo 1s defanlt to
the extent of the suit has to he Filpdehnuld under no circumstances he

given benefit of subsidy.

A2 regulzsr torrower will  feel delightcd to take away th> rcach
equal to 25% of this instalment after a week. He will be eligible for
25% of only the regular instalments on other investment he looses the
subsidy. This helps the borrower since this amount is available to him
for his consumption purposes. He has to arrange for.say, Rs.100, pay
to the bank and after a week he had Rs.25 for consumption. We strongly
propose that this type of subsidy management should be tried on pilot

hasis in some select branches.

Seggestion 2:

Follow everything in suggesticn | except that the subsidy shonld

be paid only at the end instead of after every regular repayment. But
this also to be done only if the ascoount has been 'regular' and 75
prrecent repayment is already dane. '"Regular accounts' in this context

-

will have to be defined.
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Government help for recovery

Many of the offijcers expressed oi1spileasure rhat D.1.C. has no
regponeibility  cf recovery though rocommendad pus SFERUY  cancs. Thoy
proposed that the D.1.C. should also be involved in the recovery
process. Some others proposed that the revenye departmait should help
in the recovery.

In this connection we were told in Kolhapur District that taking
the help of the revenue department was tried by certain branches, but
they .d3d not get encouraging results. When the revenue officers are
able to obtain certain amount from the borrower the ranoverf due to
government demand will have the first priority before the bank
recaovery. We were not able tn assess the import of this type of
effort  throogh data base but on the basis of discussions we  ooneiuded
that this has not given significant results.

Another point emerged was that the commercial banks have no legal
support as 1t s there tor Cooperative or Land pavelopment Banks.
These banks have legal powers of attachment but commercial banks have
to go to the courts. On this we cnu]a not collect reference material
for want of time. However, during our discussions with one official

from NABARD we came to know that such powers were granted in certain

state but there has not been much impact even after that. We could
not lay our hands on any of the reports on these experiments. The
natiure of certain lendings which are done perindically such as crop

lcan where repayment is followed immediately by new advance 1s such
thatt the recovery appears quite good though many a times 1t is paper
entry. In cooperative Sectar hanks also in other lendings the recavery

performance is really Vveiry good. 'Tn short, whether the type nf legal



power suggested would help in improving the recovery position can not

be judged unless the issue is further examined.

Coming back to the help of the Yovernment machinery in recovery,

we discussed the matter 'n Madhya Pradech whera Madhya Pradesh Lokdhan

tShodhya Rashiyonki Vasuli) Adhiniyam 1987 is in vogue. We had covered

two districts, namly, Chhindwada and ypdore in aur sampile. We had

discussticns with officers on the eXperjence of the provision of the

act. In their opinion there has not hean much impraovement. due to these

provisions. Our field data also doeg pot give any evidence of higher

recovery due to this. However, since we were not aware of the act
earlier we have not collected any direct information on as to how much

recovery was done through the government machinery. These figures

conld be obtained and analysed asny time,
It appears that this has helped the banks in procedural matters.
They can send C.G.C. claim afrer sending the case to the M.P.Government

without being required to file suit before the ~laim is sent .

°

Better follow nup and recovery arrvangements

It has been observed rhat n general twne follow up is  «ot
satinfactory. Most of  the hrapch manaigere wpra <f the opirinn that
since each branch 1s having 1000 o 1500 loan acconnts, it 1s not
possible to carry out the follow up work effectively. Most of  then
said we also felt during the survey that where ever follow up was good
the performance of the accounts was also good.

The guestion of 5mPrOVing follow up seems to be of utmost
importance. FEfforts will have to be made for increasing the follow up.
At present there are no checks and balances in the system for this

o

follow up work. Some accounts remain totally unattended to after the



disbursement. The question we want to ask is whether some internal
reforms could be introduced so that the follow up work at the branch
level-conld improve. ' ,

There is no machinery for recovery at present. Recovery is
important and involves substantial work. Systematic assignment of the
recovery work to the branch level staff could be done. At present the
non-officer jevel staffl is not tarmaily wnvelved in the recovery work.
A change in this pratice may be theonght of.

From among the non-officer category staff some memhers may be
given the recovery assignment as well. How this has to be done taking
practical problems into cangidpratinn‘will have to he examined. The
basic point is that at present the biaoch manager alone 15 shouldoring
these responsibilites: the other staff mav be helping h;m in  many
places but that is on perscnal level and not as formal arrangement. We
have to make this suggestion but we can not make detailed suggestions
on this without studying the issue in depth. When we suggest the above
our idea is that the staff to whom the recovery and follow up work is
assigned should not become as specialised cadre but it  should be
possible to assign them the counter duties as well. As a matter of
fact we feel that as the branch manager has to undertake both within
the branch and outdoor wnrk; it shonld be possibhle to put the other
staff also for bhoth these works. This, we know, wonld mean changing

certain impartant service condition but it i{s going to be useful, in

onr opinicn.

In addition, a proper check and balance system for the follow up
work done shouid ve deveiopsad. L. mAay D& mentioned here thac wnen ouar
investigators visited the bheneficiaires, in some cases that itself

worked as a follow up and specially when we asked to them about what
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they are going te do for the payment of overdues. To some of them we

when last they have gons to the bank they expressed they

asked sbout

will now go to the bank in a day or two. The point Js meeting the

beneficiaries helps in general.
On the guestion of number of acrcounts, work-load and optimum staff
rtaliacd suggestions wie bLhe

strangth, eto., agaiin we can oGb Jive ding ae
basis of the present study, but we would say that 1f the above reforms
of invo]ving non officer staff i1n recovery are not thought of, then in

the present set up when the number of arcounts exceed say 700-800, the

staff strength may have ta be improved., It may also be noted that lack
of follonw wvp 3Js not a problem for schematic lending only it 1is a

1t nead to he made.

general problem and seriaus efforts to improve

Darly Collection

A pumber of borrowers have come up with the suggestion that the

bank should start the scheme of daily/weekly collection. Many of them

told that nn many nrcassinn they are larzy in going to the banks, some

are nnt ahle tn keep to the timings nf the bank and mest

times they

cften they wait for collecting the full amount of instalment but fail

to do so and the default continues. If daily or weekly collection

scheme is introduced it would farcilitate repayment by this type of

beneficiaries. We have to look into all types and plan vrvemedies; no

single remedy 1is going to help vrecover asmounts from all types

(attitudinal-type) of beneficiaries.

When we  discussed this with officials a3t varions level we were

told about thes sxperience of lLok-Mangal sachame. It appears that there

were many cases of misappropriaticn of  coilactian hy &he agents

- appointed for the daily collection work. The daily collaction of the
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same time, has heen successful jnp many banks including cooperative
banks in urban and rural areas. If proper checks and balances are
introduced the frands conid be aveoidead.

We have Aan entirely different suggetion ta make’ by cambining
earlier snggestion nf distrihnting the responsibility o non-officer
staff. We suggest that the daily/weekl: retlantiaon §oh shou'd he given
to these bank employees on commission basis. l.et these people go and
collect the repayment and earn commission. This will not need any
major change in their service conditions on the contrary they may be
happy to receive the commission on the collection. There is, of course,
a possibility that whatever rerovery is heing received at the bank
counter today may also get channelled through them so that they get
commission like it happens with National Saving Certificates etc.,in
post offices, The window collection are also somehow vouted through the
agents in most of be cases. But this should net deter nus from
introducing the scheme hecause we fes] this will give good results.

As regards the rate of commissinn they will have to he fixed by
considering various factors. In this respact it may bhe notplthat the

banks have to pay 3> perceni. of fhe aoount recovered to the Governmeni

as service charges.

Notices to the beneficiaries

1t 1s observed that sending the notices 3is not adequately done.
There is perhaps again a question of work load. We have a suggestion
that firstly the system of sending the notices by hand may be
introduced. This has an advantage of interaction with beneficiary, his
present whereabonts and activity position can be known and ik addition

there is psychological impact on the borrower when an employee of the
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bank meets him with a notice. This, we are sure, wonld improve the
recovery.

The second svggestion on this is that this work may be assigned
to the peons and he may be paid say a rupee or one and half rupees per
notice as remuneration for this work. The postal expenditure of

seventy five pailse 1is incurred at present.

Training of beneficiaries

Schemes should be given pre-sanction as well as  post  sanction
training which should include the importance and salient features of
the scheme, conditions laid down, methods of repayment, importance of

repayment, purpose of subsidy atc., at the cluster level.



APPENDIX

ABOUT THE QUFSTIONNAIRFE AND PROFORMAE

Structure of the questionnaire

The qguestionnaire was so designed that it should be applicable to
the beneficiaries of both the schemes i.e. "SFFUY" and "SFPUP", and
also in snch style that it can be applicable to all types of activities
1.e, ta)  Induscry, Vi Services, {1 buswtness Activibiss, oy and
large, as it was thought not proper to use separate guestionnaire for

each type of activity,.

The questionnailre 1s devided into four parts:
1} The first part contains the primary as well as personal
Iinformation of the beneficiary regarding his name, address, age,

educatian tech./professional education and experrience abc.

M) The serond  part  rcontains  the information about the
ventures/activities for which the beneficiaries have availed the loan.
The points in this part can be detailed as follows: purpose of loan,
present position of the artivities, source of information for selection

of the activity, employment generation etc.

3) in the third part, the information about loan 18 collected.
The points can he summarised as follows: amount of lcan the demanded,
amount of loan the sanctioned, amount of the investment made,vcondition
of the assets created, annual production and profit there
from,information about availability of raw materials, marketing

arrangements and repayment of loans.

4) Tn the fourth and last part, the infarmation about  the

difficulties faced by the benefliciary is econllected, . which can be
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briefed as follows:

{a) About adeqirtacy of amount of loan,bank dguarantee,etc.,

{b) Difficulties about the administrative affices such as Sales Tax,

Municipality, Maharashtra State FElectricity Board, District
Industries Centre (DIC). )

(c) Difficulties of general nature, i.e. procnrement ot raw material.
marketing arrangement.s, and information abour repayment of loan.

In  case ~f coryicag and brsiness sectos, ventiures the item " raw
material” 1s interpreted as stocks of goods purchased for trading
purposes.

While 1interviewing the beneficiaries at a particular place,
village, town, city, sometimes it may not be possihle to catch hold
the beneficiary due to some reason nr other. In such rases, the
required data was collected by interviewing the other family member

who was well aware of the activities of the beneficiary.

Suggestions to the Field Warkers:

Fl

The field investigators were well appraised of both the schemes,

the purpose of thes implementation of the schemes, the implementing

agencies eto.

Forther the investigators were trained properly regarding

collecticn of data and filling up the guestionnaire in appropriats

manner.

Wherever needed the local investigators were also employed after
proper training.
instructions to field invesciygators i

The field investig2tors  Innnintad wore nof tuwo typee
a)Investigators  appointed for the period of the proJect, b)

Investigators appointed locally at perticular places, of the Districts
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under Evaluation.

Trainings:- In the first instance, the investigators were appraised of
the two schemes i.e. SFFUY and SFPUP in detail, explaining the schemes
itself, purpose of implementation, Agencies involved in implementation,
mode of workina. bhenefits such as suheidy otz,, and eligikility of the
beneficiacies, being benefitted, alongwith the norms prescribed for.

This enabled the investigators to have all proper understanding
ahrmut  the schemes and a systematic approarh regarding the interview
technic in the field.

In the second part of the training the guestionnaire drafted was
explained to the investigators column by column. Same technical words
like production, profits, annual turnover were explained in detail. A
brecad outline about the ralnulation of annual production, profit of
industries, service i1industries and business were explained for cross
checking the infarmation given by the benefliciary.

For calrutation of annual production, turnovey 300 days in a yeai
are assumed to he the woarking days whereas in case of dairy type
indusiry, 365 days dare assomed Lo pe the working days.

In case if the beneficiary is not available, the 1investigators
were instrocted to collect the data from the representatives or
relatives of the beneficiary, who are well aware about the activities

nf the beneficiary.

The investigators wers alao reguesited o obtain the siynatutes of
heneficiaries.
In case of the absconding beneficiary the investigators were

requested to obtain the signatures of his neighbourer or state the land

marks nearby to the address of the beneficiary.
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From the above information it can be seen that every care is taken

in data collection, identification of beneficiary and his address.

Proformae

We desiyned two profurmae, npamely A and B, to be filled in the
sample branch offices.,. Profarma A covered the detail information
regarding the sample beneficiary's account such as date and amount of
sanction, repayment programme, rating of the account, amount
optstanding as on 3lst March 1992, etc. Proforma B was designed to
record year to veav demand and repoyment  data for  sach  sampla
beneficiary. At the time of the survey these proformae were handed
over to the branch managers and the ralumns in these propromae werce
explained to them. The eonlumns in  proforma A were such that they
could he directly filled in from the ledger. For the proforma B,

commulative demand data, perhaps, required to be calculated; repayment

data was straightway available in the ledgers.
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I. INTRODUCTION

India's strateqgy for quite some time was to focus on economic
growth without specifically considering the manner in which the bene-
fit's of growth are tc he Aietributed, The aasumntion has been that the
increased growth would automatically lead to reduction in poverty. This
did not happen. Inspite of the the economic growth achieved at the
national level during the first three five year plans, the conditions
of the poor did not improve much. Despite the green revolution, the
rural poor remained poor and theitr number grew. It was realized that
the direct attack on poverty needs to be launched and special
programmes for target groups and area development were introduced.
During the Fourth and Fifth Five Year Plans, various programmes like
“Small Farmers Development Agency' (SFDA), “Marginal Farmers and Agri-
cultural labourers Development Agency' (MFAL) were introduced.
Similarly other special programmes were introduced for the development
of backward and disadvantaged area like ['rought Prone Areas, Desert
Areas, Hill Areas, Tribal Areas, etc., with a view to removing dispari-
ties. 1In order to supplement the benefit of these special progarmmes
and to 1increase the employment opportunities for the weaker section,
“Food for work' programme was started.

Subsequently need for comprehensive programme for rural poverty
alleviation was indicated and the Integrated Rural Deve lopment
Programme was introduced. Simultaneonsly the National Rura) Employment.
Frogramme (NRFP), Rnral T,abour Employment Guarantee Programme (RLEGP)}
were also introduced.

A large scale unemployment among educated youth in the country

also became a matter of concern and a programme called Scheme for
i



Providind Self Fmployment to Fducated Unemployed vYouth (SEEUY) was
started during the year 1983-84. Subsequently, since earlier poverty
Alleviation programmes were mainly introduced for rural poor, a need
for direct a£taﬂk on urban poverty was felt. This led to the intr?duc—
tion of the programme called Self Employment Programme for Urban Poor

{SEPUP) during the year 1986-87.

Nhiectives Of The Studv

The Bank of Maharashtra is concerned with the performance of the
above schemes and also about low recovery in the SEEUY and SEPUP pro-
grammeg and therefore wanted to conduct an evaluation study of these
two programmes. The present study was undertaken at the request of the

Bank or maharashtra.

For the evaluation of these two programme, the following objec-

tives were set -
{1} To assess the general performance of the scheme.

{2) To a=ssess the recovery perfomance nf the benefictaries of the

scheme,

(31 To identify the prohlems, if any, and to suggest remedial meas-

ures.

IT. METHODOLOGY

The study was planned to include the following three components :-

(i) A questionnaire to be fi]lled in for each of the gample

beneficiary.

(i1} Two proformar to he filled in by the sample hranch of the bank

91Ving information regarding the sample beneficiary's

Acconnt including the demsnd and repayment: Aata.



(iii) Discussions with the bank officers and the officers of the

concerned government departments.

plan. It was learnt that as far as the Rank of Maharashtra 1is7 con-
cerned,  almost 80 percent beneficiaries in hoth the srhpmpé are In
Maharashtra. The share of the other states is meagre. Among the rest of
the states, the Madhya Pradesh has the highest nnmber of beneficfaries
of the order of 8 to 10 percent. Taking this into consideration, it was

decided to restrict the study to Maharashtra and Madhya Pradesh only.

Selection Of Districts

.For proper geographical representation, it was decided to cover
two districts in each of the four regions of Maharashtra namely, West-
ern Maharashtra, Konkan, Marathwada and Vidarbha. From Madhya Pradesh,
1t was decided to cover two districts. Initial plan was to take up one
branch from each of the sample district for the sthdy but subsequently
1t was decided te take two branches from each district. However, actu-
ally more than two branches were covered in certain districts in order
ta get adeqgqunate sample.

While selecting the districts it was considered that deve loped
and backward regiong should he covered; at the same time since SEPUP
coverage in  and  around cities like Pune, Nagpur and Aufangabad 18
sizeable, these districts were included in the sample. The following
erght districts were thus selected from Maharashtra: Pune, Kholapur,
Thane, Ratnagiri, Aurangabad, parbhani, Nagpur and Yavatmal. Indore

and Chhindawada ware selected from Madhya Pradesh.



Selection Of Branches

The Regional Mangers were requested to select two branches for
this study from each of the district in such a way that,
(1) One of the branches should be in the vicinity of the district town

F

. or in district town and another should be in semi-urban area.
(11) There should be sufficient number of beneficiaries under these

schemes.

{111} There shae-14d ha 5 wida ~avarage ~f artivities. Where more
than two branches were suggested by Rejional Manager, W
have covered all  of rhém. In additi1on in certain districts we
had taken more than two hranch eaq 1n order to get adequate
sample.

Selection Of Beneficiaries

Taking into consideration the fact that the number of cases san-
ctioned was almost double under SEPUP than under SEFRUY, it was decided
to cover 80 cases of SEPUP and 40 cases of SEEUY in each of the sample
branches.

The sample size at the hranch level was allotted in proportion to
the total number of cases in the branches s~lected in a district. In
certain districts, tne sampie size was oniy approximateiy proportion-
ately allotted since the reguisite information was not available 1in
advance from the selected branches and the field work was to be carried
ot as fast as possible.

At. the branch level the sampling of bnrrowers was done by using
systematic sampling method, All the beneficiaries to whom the loan was
disbursed nnder each scheme since its inception were listed and the

sample was drawn from these lisgts separately for SEFUY and SEPUP. The



Iists were made right from the inception of the schemes a0 that all
types of borrowers, such as having working business, having changed the
activity, having clnsed the activity and also those who have not start-

ed the activity could appear in the sample. Those who have repaid the
P A

locan fully and the accounts were closed could also be studied in this

framework. Thus, procedite idia duwil wds néiprui to cover all types of

2

casens. The randrmnese invoalved in the systematic sampling method was

also useful in covering the variety of activities.

£



IITI. SURVEY RESULTS : SkEuUY

For the atudy of evaluation of SEEUY gcheme, ten districts were
selected. Total sample was 405 and our investigators could meet and
interview 318 beneficiaries (79.10%) out of which 284 (89.31%) were
male. About 69.50% henefiriaries were living in urban area. Similarly

61.95% beneficiaries were in the Age group of 18 to 25 years, 23.90%

N

were in the age group of 26 to 30 and the remaining helonged to tne age
group ot  31-35; and 7% velonged to 30/3T  and minority community,
About. 18% were technically trained and 84.24% had a family size of 1 to

10 membears.

1t ié noticed that among the contacted benefiriaries, 71 benefi-
claries (22.33%) selected activities in industrial sector, 145 {(45.60%)
in services snd 107 (20 N7y 5e bineinage enternriges. In case of 216
{(67.93%) the activity was running, 24 (7.55%) changed their activity,

74 (23.27%) closed their units and 4 (1.25%) beneficiaries did not even

start the unit.

For 102 beneficiaries (32.08%) the information about the scheme

came  through relatives and friends and 10.82% phaneficiaries reported

that they knew throngh the Government officerc only B.18 percent re-

ported that everyone around was aware of the scheme . Likewise 293

borrowers  (92.14%) directly approached banks for the loans and they
got it without any intermediarvies. Further it is noticed that 49

(15.41%) beneficiaries were engaged in the same activity and 71

(22.33%) had temporary job hefare availing the toans. The loan was

tilised mainly for purchase of imachinery, instrument s, vehicles,

furniture and other misctlieneous items for theyr acrivity. In case of

L97 bheneficiaries (71.13%) the assets were in 9o0d working conditions,



and in 18 cases (6.50%) assets were in good conditions but inopera-
tive. It is seen that 110 beneficiaries (45.64%) worked in ~their own
premises, 102 (42.32%) in rented premises. Raw material was locally
available in 61% cases and finished products of 99% were sold in&“the
local markets. According to the opinions expressed by beneficiaries,
only 53 units (16.35%) were irregular and 103 cases (32.39%) stopped
repayment after some time. The main reasons for irregular repayment
were clogure of activity, insufficient income, loss in business, addi-
tional investment in the same business ote. It is observed that
56.59% units had informed the banks about their difficulties and re-
maining 43.41% did not inform the bankers regarding their difficulties.
The moin diffionlbynn avrmvacend tn the hanlboarg were ~laogure of  activi-
ty, loss in capital, less income etc. The reasons for not reporting
difficult}es to the bankers stated to‘hp compulsion for repayment by
bankers, no engmiry from bankers, rumors of loan waiver etc. It is
interesting to note that 108 (61.71%) beneficiaries promised to repay
shortly, 38 (21.71%) agreed to start repayment soon. During the inter-
views 1t is seen that 95 beneficiaries (29.87%) have saving accounts,
and 65 (20.44%) had some kind of savings habits. Similarly only B84
beneficiaries (35.00%) with working units had made new investment 1in
the business and 156 (65.00%) did not make any new investment.

Tt is interesting that 269 (84,59%) heneficiaries told that they
wonld have taken the loan in the absence of govt.subsidy. This shows
that they really had urge to work. Of the 74 nunits which were reported
ciosed, 38 persons were engaged in service, 23 were participating 1in
vhe  family business, 3 weie doing household work, only 8 wete unem-
ployed and the remaining 2 are engaged in some other activity. The main

reasons for closure of activity were husiness failure, accident, less



capital, division in properties ete,

Average Jenand for Yonn was Re.2AV72 /-, average sanctisn-~3 amount
wae Re_ 18152/- and averaae investment made was Rs. 22785/-. Average
turnover of working units was Rs.69777/- with average annual income of
Rs.14073/~. A wide variation was ohserved hetween annual turnover as
well as income of different activities. It is .also observed that
52.08% of old units has employed more persons as a result of avail-
ability of loan. Average increase in employment was 2.80% persons per
unit. in the new units, the employment generated due to scheme was

2.04 persons per unit.

iV. SURVEY RESULTS : SEPUP

For the study of evalwation of SEbyp scheme, ten districts were
selected. Total sample was 819 and oy investigataors could meet and
tnterviewed 628 benefaciaries (76.68%) ¢ of which 491 (78.18%) were
male. About 9/.61% benericraries were ltving in urban area. Similariy

77.38% beneficiaries were in the age 9roup of 18 to 40 years, and 50%

O

helonged to SC/ST and minority COMMINty . Abont 78.1R8% were below the
SSC/HSC tevel and 94.26% had a fami]y Size of 1 to 10 members and they

were staying at the plare of activibty ¢ more than ten years.

It is noticed that 63 hﬁneficjarigs (10.03%) selected activities

in  industrial sector, 246 (29.17%) 5, services and 319 (50.80%) in

business enterprises. In case of 37g (59.37%) the activity was run-

ning, 45 (7.17%) changed their aotivity’ 199 (31.69%) closed their

vnits and 8 (1.27%) beneficiaries did Not even start the unit

.. . .
For 190 b@npf1cyar1ps (3I0.26%) the information about the scheme

P | . - : - - M s
. b) Al lves G o enays .y - L o . - . . .
N torodgn e e v 1 1ty 31 .066% heneficiaries rpported



that everyone around was aware of the scheme. Likewise 566 borrowers

(90.13%) directly approached banks for the loans and they got it
Without —any intermediaries. Further it is noticed that 295 (46.98%)
beneficlaries weres engaged in the same activity and 155 (24.68%)% had
temporary job hefore availing the leoans. ‘The 1ran was utilised mainly
for purchase of machinery, implements, utensils . furniture and cup-
hnards and steocks of aonods in the shop. In case of 272 beneficiaries
(43.31%) the assets were in good working conditions, and in 33 cases
(5.26%) assets were in good conditinns but inoperative. It is seen
that 111 beneficiaries (26.37%) worked in their own premises, 172
{40.86%) in rented premises. Raw material was locally available in
case of 338 cases (B0.29%) and finished products of 401 units (95.25%)
were sold in the local markets. Even then only 184 units (29.30%) were
regular in repayment of loan, 97 (15.45%) were irreqular and 241 cases
(38.38%) stopped repayment after some time. The main reasons for
irreqular repayment were closure of activity, insufficient income, loss
in business, additional investment in the same business etc. It is
6hgprved that 44.14% unitas had informed the hanks ahout their diffi-
culties and remaining 55.86% did not inform the bankers regarding their
'''' The aiarn dirricuiiaes expiesasd o the barkars were
rlnenra of activity, lose in capital, less income ete, The reasons for
not reporting difficuities to the bankers were stated ta be compulsion

for repaymant by bankers, non-cooperation from bankers, rumors of loan

waiver ete, Tt 18 interesting to note that 24} (54.28%) beneficiaries

to repay slowly, 109 (25.55%) agreed to start repayment soon

promised
ete Diring the interviews it is seen that 553 beneficiaries (88.05%)
were not makijng any savings at all, and 75 (11.95%) had some kind of



savings habits. Similarly only 13] beneficiaries (20.86%) had made new
investment in the business and 497 (79.14%) did not make any new
investment.

It is interesting to note that 513 (r1.69%) beneficiaries told
that they would have taken the loan in the absence of govt.sub:;dy.
This shows that they really had urge to work. Of the 199 units which
were reported closed, 59 persons were engaged in service, 59 were
participating in the family business, 12 were dning household wark. The
main reasons for closure of activity were husiness failure, acecident,
less capital, a1vision an properties ete.  Abont B4.42% units were
closed within first three years,

Average demand for loan was Rs.5119/-, averaqge sanctioned amaunt

was Rs.2671/-, average turnover was KRs.7795/-. A wide variation was

observed between annual turnover as well as income of different activi-

}

ties. It is alsoc obszrv-1 "Lt 28.92% of 5!d units has employcd more

r

persons  as a result of availability of loan.  Average increase in
employment was 1,59 persons per unit. In the new units, the employment
generated dve to scheme was 1.4 persons per unit.

V. REPAYMENT PERFORMANCE IN SEEUY AND SEPUP

Borrowers opinions about repayment

Some guestions regarding the repayment. performance, reasons for
non-payment. or jrregular repayment, ete,, were asked to the henefici -
aries. theams arae naturally their nwn opinions about their own perform-

ance.,

SEEDY

———

In all 175 (55 percent) beneficiaries admitted that they are not
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regular in repayment. Tt i= important to note that about 32 percent

beneficiaries were regular initially in repayment but they' stopped
paying subsequently. This aspect is getting reflected in our prelimi-
nary ' graphic analysis which is presented in the following %ages.
Nineteen (5.97%) beneficiaries admitted that they have repaid nothing.

Those who responded to ahove question saying they were not regu-
iar, were asked aboul the reasons behind Lheir bLehavior. Major reasons
quoted were insufficient income, loss in business, closure of activity,
additional investment in the activity, etc.

We inguired with these beneficiaries as to whether they reported
their difficulties to the bank officials. Of these 175 only 99 (56.57
percent) beneficiaries had tnld their difficulties to the hank and
other have not reported anything regarding their problems to the bank.

These beneficiaries were asked as to why they did  not explain
or report their difficulties to the bank, 83 of them gave no reason.
The reasans given by the remaining 1A were like no bhank officer met or
ingquired, because of the prr nf compuision of repayment, sickness,
atce.

On asking about the plans for payment of overdues, 108 out of
175, that is, 61.71 percent stated that they would repay shortly. 38
(21.71 percent) told that they would start repaying soon, only 4 wanted

the loan to be waived, and i2 were not ready to do anything whatsoever.

SEPUP
About. 70 percent {444 cases) f the beneficiaries reported
themselves that they were not regular in repayment.. As a matter of

fact 17 percent reported that  thev have pnnt done any repayment.

11



as to the

During the interview, each borrower was guestioned

reason for non-repayment. The main reasons given by them were activity

closed, insufficient income, loss in the business, additional invest-

ment made, etc. -
whether

Nuring the 1nterview s hese beneficiaries were also asked

they had informed the banker about their difficenlties of repayment.

It is‘nntiwed that 44% beneficiaries had informed their difficulties to

the banker and remaining did not inform the bankers any difficulty.

UBSERVATIONS BACED ON BANY DATA

data regarding

In order to study the repayment performance the,

demand and repayment is required. We had prepared two proformae,

sample branch offices were regquested to fill

namely A and B and the

The proforma A covered the general

in fthis data and submit to us.

information about the sample beneficiary's account such as the purpose

ol loan, amoudiii. of lods, iepayment pragramme, pogition of tha account,
ratina nf the acrount. ameunt ountstanding as on 31.3.1992, etc. The
columns  in  the praoforma were sicli that all of them can he filled n

from the ledger. The proforma B was for all the data on demand and

repayment. of the sample haorrowers.

The problems in bank data

At the time of the field work the proformae were ~xplained to the

branch managers and request was made to fill them in and hand over to

our field staff or send to us by post on an urgent basis. However, we

proformae from many branches. As an

kave even now not received the

12



initial exercise we have computed repaymént/demand percentages at the
branch level and tne same are presented in yrapuical and tabular
form. Before we discuss these graphs, it 18 necessary to understand
the nature and quality of data. As explatned 1in the methogglogy
gsection we have covered in sampling procedure the beneficiaries from
the beginning of each of the scheme. Therefore, for the demand/repay-
ment data we had provided for the years from 1983-84 to 1991-92 in the
case of SEEUY and from 1986-87 to 1991-92 in the case of SEPUP and
requested the branch offices to rerord the cumnlative demand for eacﬁ
of the beneficiary in our sample and give the figures of repayment in
each year. To ounr surprise the data on demand furnished to us is gquite
unsatisfactory. After we completed our graphical exercise, we took up
the exercises 1n order to examine whether repayment performance has
gome relationship with certain socio-economic cha;acteristics of the
borrowers. At this stage we though of scrutinising some of the data
for which we have got some doubts on the basis of graphs. On scrutiny
we have found that the data on demand in most of the cases was full of
discrepancies. In order to confirm our observations we visited some
branches and explained the discrepancies and we were right. Since this
came to our notice very late we were handicapped to carry oﬁt further
analysie of the data. However, we pracent the graphe in this section.
Since graphs are drawn on the aggregate basis at the branch level, they
still may be somewhat useful. Now, we are lonking for the way to
procure  the correct data. Visiting the brancheas and recallecting the
data may not advisable since it will require considerable time. We are
working on an exercise of generating the demand data asauming that the
repayment figures generally are correct. On this we will have to have

discussion.

13



Graphs

We have taken all tﬁe data recejved by ﬁs for graphgcal exetrise.
In all we have presented 26 graph sheets in the report. We present herve
only four graphs at the end. These are drown on the basis of combined
data all! sample districts. Below each graph the data is presented in
tabular form. A wide variation in repayment percentage is observed in
the data. When we observe the Graph 1 for SEEUY, it is clear that
there 1s a sharp decline in the percentage from 1985 to 1986. There is
rise in the year 1988-89 and again fall. This phenomenon 1is also
obserﬁed 1n many branch level and district leve]l graphs presented in
the report. Tt appears that around 1987- 88 there were special efforts
to improve the recovery. Perhaps this has paid the dividends. The
graph no. 2 for SECUP shows that there is rise in percentage recovery
for 1987 to 1988 and then there is sharp fall. From 1390 to 1991 there
i’ a sort of stability.

We have prepared another set of graphs in which we look into the
behavior of beneficiaries after one year of bhorrowing, after two years
cf borrowing etc. These graphs we have drawn only at district level
and presented in the report. Here we present graphs 3 and 4 which are
based on all districts combined. From Gravh 3 for SEEUY it can he seen
that the repayment performance is good, more than 45 percent, during
the first year, declined to 35 percent in the second year, the decline
continues in the third year but there is slight improvement in the
fourth year followed by further decline. The graph no. 4 for SFPUP

shows that there i1s decline in repayment performance of the bhorrowers

14



from 40 percent in the first year to 20 percent in the third year but
.1t improved in the fourth year reachirg 27 percent and declined heavily
afterwards to 8 percent during the fifth year.

We do not take up more detailed discussion on these graphs at

F A
this stage since we have many doubts about the data.

-~

VI. GENERAL PROBLFM IN IMPLFMENTATION L///

We have had discussions at various levels on the problems faced
by the bankers in impliementation of SERUY and SEPUP schemes. Three
major problems expressed were the targate oriented approach, the local
pressure in sanctioning undeserving cases and the borrowers' general
attitude towards the repayment.

It was mentioned that completing of target in the schematie
finance leads some times to lending for non-viable activities, non-
deserving borrowers, etc. The same thing happgns due to pressure from
locai 1influentiai persons. According o Lhe Lanker, since the SEPUP
was handled by the Bankers' Committee that was better operated than
SFEUY where the cases are recommended by the DIC. There was A gener-
al feeling that the new provision of SEPUP namely 1t heeing cperated
throngh municipalities may worsen the situation. There was a general
nhgervation that with the 1oon waivers the harrnwerg think that they
need not repay such loans as they will eventually be waived and this
affects the repayment performances.

In our opinion the sponsoring agencies (DIC, Muncipdlies etec.)
and the bankers should try to follow the provisions of the scheme as
fully as possible. A feeling that bankers reject the deserving cases

and that the sponsoring agencies’Eggﬂgg,non—degprving cases 1n  preva-
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lent all over. To overcome that, at both ends the gscrutiny provided in
the schemes shonld be carried out more careful ly.

As far as the targate fulfilment is concerned, unless targets are
fixed the lending in this section may not be done by the bankers. No
. x
doubt, there are some bankers who do a very gond job in the priority
sector and there are some who have done lot of successful lending even
when targets are not fixed. Fven then we feel removal of targets may
worsen the situnation. We suggest that the targets should be covered
well in advanae  before the year end.

The lacal influenace is part of life aof the hanker and he has to
handle sitwarion tactfutiy so that his sanctions are  in  fhe form,
within the frame of the schemes,

As far the borrowers' attitude, we agree that a sort of general
feeling exists among bhorrowrs that the non-repayment will be condoned

[
some ftime. Bnt when we met the horrowrs we observed that this feeling
is strengthened hecause the bankers did not undertaken proper follow
up. The responses to the gnestions regarding repayment given by the
beneficiaries (reported later) indicate that the follow up work can
improve the ajitunation. Reéarding the follow up the question of work
load was raised by the bankers. we have presented our view on this at

the end under "suggestion".

Income criterion and definition of family (SERUY)

n ircome rriterisn foe CERNY  bhave aproare ta  pyviat a wide

spread confusion.

In this conclusion it ig necessary to understand that  tha hasic
purpose of SEFUY was to redoce the unemployment among the educated

youth. This is not poverty alleviation programme like IRDP or SEPUP.
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We  have examined the defination of the family for computation of

tamily income. ‘rhe compendium of TImportant Circular (1985) brought

out by the Dire~torate ~f Irdustvies, Government of Maharashtra on

pages 80-81 g

gquestion and
Question 3:

Answer

Subsequently
latest definy
follows: -

"For th

band/wi

honseho

Another
gquoted helow
scheme;

Question 5

Angwer

During

ives some questions-answers on SERUY. We shall guoté#-one

its answer from that -

If hushand is employed, can wife be considered eligible
for loan? .

Yes. For the purpose of the scheme each applicant is to be
considered as an individaul and there is no need to take
into account the family unit.

it appears that there was a change in this definition, the

tion given in the SEEUY Manuval (Bank of Maharashtra) is as

is porpese of determining income, family would mean hus-
fe,children, dependent parents and other members of the

1d who are fully dependent on the heneficary."

question and its answer from the above compendium is

to get clear 1dea of the spirit and purpose of the

Can a son of businessman or very well-off family be
considered eligible under the scheme.

: Each case will have to be decided on its own individual
merits. If an applicant fulfils all the criteria, viz.
age, . educational qualification and no other source
of fiance, then he can be considered. Normally, it is
felt by the bankers that a person. from an affluent
tamily w111 have uvitiher svurces of {inance and there-
fore, it will be better if applies under the regular
FPP scheme. However, the circumstances of each case may
have to be ronsidered to ascertain wherever the appli-
cant is unablie to tap any other source of finance. The
case shonld not be rejected without detailed scrutiny.

the discussions with the branch staff it apperared to us
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that SEEUY is considered similar as IRDP or SEPUP in the matter of
income criteria and they always explained to us how better off people
get benefits of SEEUY dve to the rush of target completion and also
due to local infiuences. ji the Spirlt af tne Sciregne A4S exp!;lnpd jbovo
is understonod suoch corfusion will gn. This would also help p;nper

scrutiny af the applicatians. We feel that this aspect should be

brought to the notire of bank managers.

VII. SOME SUGGESTIONS FOR IMPROVEMENT OF RECOVERY

Administraticon ot subsidy:

The schemes of SEEUY and SEPUP have 25% subsidy component which
1s kept in fixed deposit in the name of the borrower and it is to be
credited to his account after he has repaid 75 percent of the loan
amount so that the account is closed. It is observed that the deposit
15 kept in the name of the borrower for a stipulated period of repay-
ment  and at the end of this period the amnunt along with the interest
there on is credited to the account of the borreower irrespective of the
fart  whether he has repaid 75 percont of the loan amount ar not. The

scheme of fixed deposift was introdiuced in these schemes as 3 check  for.

misutilization of loan in the sense that a number of heneficiaries of

such  schemes are tuking the ioan anly to grab the subsidy. In scheme

wnzh as IRDP the subsidy s credited tf the henaficiary's account

immediately asfter it is received fyom the 9overnment. Since under

SFEUY and SFPUP crediting the subsidy is not linked with the perform-

ance of account in practice, the system of fixed deposit has not made

any difference. The beneficiary is pot concerned whether the subsidy

is credited to his asccount today ar sfter three years, if his account

1



is to grab the subsidy. As the borrower of IRDP can grab subsidy by
seiling his assei tnmediateiy and payiuy tu the bank the lcan amount
ret of subsidy and take the advantage nf anhsidy. His account can be
closed since the subsidy 1s already credited to his account. The bene-
ficiary under SEEUY and SEPUP can just do the same thing but his ac-
count will get closed after three {(or what ever period stipulated)
years. How dnes it matter for him?> The itnterest is being earned on
the subsidy component which is in the fixed deposit and that can take
care of interest on his balance lnan which is again equal to subsidy
amount. And this is sn even when the rondition of crediting subsidy
6nly after the repayment of 75 percent loan amonnt is observed strict-
ly. Thus unless the subsidy payment is linked with the performance of
the beneficiary in terms of gond repayment and also to condition that
he continues the activity, the phenomenon éf obtaining the loan only to
grab the subsidy can nnt he checked. Secondly, even those who continue
their activity but do not repay the loan installment, the advantage of
subgidy 1s being given at present as a result in defavlt cases the
liability of the barrower is only 75 percenkt even when suit is filed.
If better utilization is to be achieved the delivery of subsidy to the
beneficiary has to be linked with proper utilization as well as regular
ropayment. The Dorvrowar should be toid at Liie Lime of  sanction in
clepar terms the canditions under which he can have the benefit of
subsidy. The porpose of subsidy is that the borrowers in the lower
atrata of the society far varied economic and efficiency reasons can
not make their nnits viahlp‘hy investing the capital at the market rate
and if the capital investment is subsided to the extent of 25%, the

units  have a good chance of becoming viable prnviaed the beneficiary
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is serions abhont doing his huasiness. This prpose the bhorrower 3)sn
should understand.
The qguestion thare arises as tn how these conditinns should be

impaosed and how the beneficiaries shonld be trained and motivated for
EAd

regutarity in repayment and proper attendance to the business. This
brings in the question of follow up and the question of training. We
shall take them up separately. Here, we shall present some modifica-

tion in the present system of management of subsidy.

During our discussions with the branch managers, we had touched
npon  thess points. Seme of the managers abhiowed  concewrn  Lhat  some
sincere beneficiaries with good intention may not be able to regularly
pay the 1instalments may also be punished under the strict linkage
"hetwean the repayment regnlarity and crediting of subsidy. We feel
that it 1s always possihle to deal with these types of situations even
under the strict approach in order to.avoid under harrasment of genuvine

borrawer.

Suggestion |

Our first suggestion is to scrap the present system of individual
fixed deposit in the name of the beneficiaries and creation of subsidy
fund in a separate account for each scheme. The borrower should be
allowed the withdrawal of suhsidy tn the extent nf 725% of the regular
payment he makes each time. The 'regular payment* makes should bg
operationally defined. He should be allowed ta withdraw the subsidy
after -a week of his regular instalment payment.. This would also

increase the interaction hetween the bhorrower and the bank. Some

beneficiaries who are even now are better in repaymept many A times are
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not regular as per the time schedule. These beneficiaries would im-
prove their performance immediately. The muie ivreguidat unes  would
find that they are losers unless they become regular and more diffi-
cult one may not change hut at least they will have to face a suit for
full amount rather than the 75 perrent amount. =

On this singgestion there was one common reaction that. this would
result (assuming no change in the behavior of the beneficiaries) in
lower repayment percentages as far as the bank is concarned. On this we
feel that this is a mere question of 'figure work'. Recovery is in real
terms where it is. Another question asked ta us was 'Do we then return
the subsidy to the Government?' Our answer is "no". The subsidy now
18 iﬁ the special account, it remains there. 1In case the recovery is
effected through the suit filed the subsidy amount account may be
shared between the governmant and the bank. A new arrangement between
'the government and the bank could be worked out after going into this
guestion deeper. The non-crediting of subsidy to bad performer's
account would also mean that the c¢.g.c. claim has to bhe of full amount
and not of 75 percent amount.. A new thinking on this may also be re-
quired. In any rcase we feel rthat the henefiriary who 18 default to  the

extent of the =suit has to bhe filed should under ne civrcenmstances  he

sivan keanefit of subsidy.
A regulasr borrower will feel delighted to take away the cash
equal to 25% of this instalment after a week. He will be eligible for

25% of only the regular instalments on other investment he looses the
subsidy. This helps the borrower since this amount is available to him
for his rconsumption purposes. He has to arrange for.say, Rs.100, pay
to the bank and after a week he had Rs.25 for consumption. We strongly

propose that this type of subsidy management should be tried on pilot
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Suggestion 2

Follow Averything in Ssudgestijon ] except that the subsidy should
be paid only at the end instead of after every regular repayment. ..But
this also to be done only if the account has been ‘regular' and 75

percent repayment is already done. '"Regular accounts' in this context

will have to be defined.

Government help for recavery

Many of the offircers expressed displeasure that D.1.C. has no
responsibility of recovery though recommended the SFFUY cases. They

proposed that the D.T.C. should also be invalved in the recovery proc-

PRS. Some obhers proposed that the revenue department should help in

the recovery.

In this connection we were told in Kelhapur District that taking

the help of the revenue department was tried by certain Lranches, but

they did nct get encouraging results. When the revenue officers are
abie tao obtain certain amount from the barrower the recovery due to
government demand will have the first priority before the bank recov-
ery. WE!were not able to assess the import of this type of effort

through data base but on the basis of discussians we concluded  that

this has not given significant results.

Annither poinl eunrge?d was that Yhe coapmpreial hanks Aave nn legal

cuppnart  as it 18 there for Cooperalbive or J1.and Development Banks,

These banks have legal powers of attachment by commercial banks  have

to go to the courts. On  this we could nat coijpet reference material

for want of time. However, during onr discussions with nne official
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from NABARD we came to knnw that suvuch powers were granted in certain
state but there has not bheen much impact even after that. We could
not lay our hands on any of the reports on these experiments. The
nature of certain lendings which are done periodically such as #wcrop
loan where repayment is followed immediately by new advance is such
that the recovery appears quite good though many a times it is paper
entry. In cooperatjve sector banks also in other lendings the recovery
performance is really very good. 1In short, whether the type of legal
power suggested woulid Lelp In 1mproving ine J1&duvedy p631t10u can not
be judged unless the issue is further examined.

Coming back to the help of the government machinery in- recovery,
we discussed the matter in Madhya Pradesh where Madhya Pradesh Lokdhan
(Shodhya Rashiyonki Vasuli) Adhiniyam 1987 is in vogue. We had covered
two districts, npamely, Chhindwada and Indore in onyr gsample. We  had
discussinons  with officers on the experience of the provision of the
act. In their cpinion there has nat heen much impravement due to these
provisions. Onr field data also does not give any evidence of higher
recovery due to this. However, since we were not aware of the act
earlier we have not collected any direct information on as to how much
recovery was done through the government machinery. These figures
could be obtained and analysed any time.

It appears that this has helped the banks in procedural matters.

They can send C.G.C. claim after sending the case to the M.P.Government

without being required to fijle sult before the claim is sent.

_[}f:tter follow ug and recoveary arrangements

Tt has heen observed that in general the follow uUp 18 not satis-
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s}



factory. Most of the branch managers were of the opinion that since
each branch is having 1000 to 1500 loan accounts, it is not possible
to carry out the follow np work effectively. Most of them said we also
felt during the survey that where ever follow up was good the penform-
ance of the accounnts was aiso good.

The question of 1mproving follow up seems to be of utmast 1mpor-
tance. FEfforts will have to bhe made for increasing the follow up. At
present there are no checks and balances in the system for this follaw
vp work. Some acconnts remain tolbally unattended to after the dis-
bursement. The question we want to ask is whether some internal re-
forms r~ould be introduced so that the follow up work at the branch
level could improve.

There 1s no machinery for recovery at present. Recovery 1s
important and involves substantial work. -Systpmatic aasignment of the
recovery work to the branch level staff rould be done. At present the
non-officer level staff 1s not forha]]y invalved tn the recovery work.
A chonge in thie rractire mav he thonght of.

From among the non-officer category staff some memhers may be
given the recovery assignment as well. Hnw this has En be done taking
practical problems into consideration will have to be examined. The
basic point is that at present the hranch manager alone is shouldering
these responsihilities; the ather staff may be helping him in many
Ip]aceq but that is on personal leve) and not as formal arrangement. We
have to make this suggestion but we can not make detailed suggestions
on this without studying the issne in depth. When we suggest the above
our idea is that the staff to whom the recovery and follow up work 1is

assigned should not | ‘come as specialised cadre but it shonld be possi-
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ble to assign them the counter duties as well. As a matter of fact we
feel that as the branch manager has to undertake both within the branch
and outdoor work, it should be possible to put the other staff also for
both these works. This, we know, would mean changing certain important
service condition but it is going to be useful, in our opinion. ~

In addition, a proper check and balance system for the follow up
work done should be developed. 1t may be mentioned here that when our
investigators visited thp‘bpneficiariﬂﬁ, in some cases that 1itself
worked as a foiiow up asad specially whon we acked to them about  what
ihey are going o da far the pavment of overdues. To some of them we
asked ahouvt when last they have gone to the bank they expressed they
will now go to the bank 1in a day or two. The point is meeting the
beneficiaries helps in general.

On the question of number of accountg, work-load and optimum
staff strength, etc.. adain we can not give any detatled suggestions on
the basis of the present study, but we would say that if - the above
reforms of invelving non officer staff in recovery are not thought of,
then i1n the present set up when the number of accounts exceed say 700-
800, the staff strength may have En be improved. 1t may also be noted
that lack of follow up is not a problem for schematic lending only it

is a general problem and serious efforts to improve it need to be

made.

NDaily Coalliectian

A number nf borrowers have rome vp with the snggestion that the

bank shonld start the scheme of daiIYKwePk]y callection. Many of them

told that on mapy occasion they are lazy in going to the hanks, some



times they are not abhle tn keep fo the timings of the bank and most

cften they wait for collecting the fu'l amount of instaiment but fairl
to do so and the default continues. 1f daily or weekly collection
scheme 1is 1ntroduced i1t would facilitate repayment by this type of
beneficlaries. We have to lonk 1nto all types and plan remedie;; no
single remedy 1s going to help recover amounts from all types (attitu-
dinat~type) of beneficiaries.

when we discussed this with officials at various level we were
Luid about the caperience of Lok -Mangal! scheme. It appears that  there
were many cases of misappropriatiop of collection by the agents ap-
pointed for the daily collection work. The daily collection of the
same time, has been successful in many bhanks including cocperative
banks 1n wurban and rural areas. I{ proper checks and halances are
introdoced the  frands rould he avoided.

We have an  entirely different snggestian ro make by combhining
earlier suggestion of distributing the responsibility te  non-officer
staff. We suggest that the daily/weekly collection job should be given
to these bank employeers on commission basis. Let these peoé]e go and
collect the repayment and earn commission. This will not need any
major change in their service conditions on the contrary they may be
happy to receive the commission on the collection. There is, of course,
a possibility that whatever recovery is being received at the bank
counter today may aiso get channeied through ihem so thai they get
commission like it happens with National Saving Certificates etc.,in
post offices. The window collection are also somehow routed through the
agent s in most  of be cases. At this shonld nnt deter s £ rom

introducing the scheme hecause we feel this will give goed results

A= regards the rate a0 comnission they owil! have Lo

Ve fixed by
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considering variouvs factors. 1In this respect it may be note that the

banks have to pay 3 percent of the amount recovered to the Government
as service charges,
-

Notices to the beneficiaries

It 1is observed that sending the notices is not adequately done.
There 13 perhaps Aagain a duestinn of work load. We have a suggestion
that firstly the system of sending the notices by hand may be
introduced. This has an advantage of interaction with beneficiary, hié
present whereabouts and activity position can be known and in addition
there 1is psychological impact on the borrower when an employee of the
bank meets him with a notice. This, we are sure, wonld improve the
recovery.

The second suggestion on this is that this Qork may be assigned
to the peons and he may be paid say a rupee or one and half rupees per
notice as remuneratiocn for this work. The postal expenditure of

seventy five paise is incurred at present.

Training of beneficjaries

Schemes should be given pre-sanction as well as post sanction
training which should include the impartance and salient features of
the scheme, conditiona 1aid down, methods of repayment, importance of

repayment, purpose of subsidy etc., at the cluster level.

VIII. FURTHER AREAS OF RESEARCH

The question of bad recovery and discontinuation of activity are
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"the two serious problems faced by the schematic lendiung in priority
sector. In the present study we have carried out some analysis of the
repayment data but due to problems in the data we could not go further.

We will pursue that turtner.
[ )

In addition, 11 wili bhe interesting to study as to why the suc
cessful units are successful. More in depth study of the successful
unit identified in this survey could be taken up with a view to identi-
fying the dominant. factors that make an unit successful. We look faor-
ward for the support for such a stndy which will be of interdeciplinery

nature.
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