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I. INTRODUCTION

India's strategy for quitp-snmu,time was to Ffocus on  economic
growth without specifically considering the manner in which the .bene-
fit's of growth are to be distributed. The assumption 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, thr
rural poor remained poor and their number grew, It‘was realized thal
the direct attack on poverty needs to be launched and specia
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 introducad.
Simila;ly other special programmes were introduced for the developmen:
of backward and disadvantaged area like Drought Prorne Areas, Desert
Areas, Hill Areas, Tribal Areas, etr., with a view to removing dispari-
ties. In order to supp]pmpnt the benefit of these special progarmme:
and to inrrease the employment opportunities for the weaker section,
“Food for work' programme was startéd.

Subsequently need for comprehensive programme for rural povert)
alleviation was 1indicated and the Integrated Rural Development
Programme was 1ntroduced. S:mujtaneouély the National.Rural Employment
Programme (NRFP), Rural Labour EFmployment Guarantee Progfamme (RLEGP!
were alsa introduced. )

A large scale unemployment among educated youth én the country

&
also became a matter of concern and a programme called Scheme fou



Providing Self Employment to Educated Unemployed Youth 5(SEEUY) was
started during the year 1983-84. Subsequenﬂiy, since earlier poverty
alleviation programmes were mainly introduced for rural poor, a need
for direct attack on urban poverty was felt. This led to the introduc-
tion of the programme called ;ﬂlf Fmployment Programme for Urban Poor

{SFPUP) during the year 1986-R7.

Cbjectives Of The Study

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

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

(1) To ggsess the general performance of the scheme. .
(2 To assess the recovery perfomence of ;hp beneficiaries of the
scheme.

(%) To 1identify the problems, if any, and to suggest remedial meas-

\Nnres.
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11, METHODOLOGY

The study was planned to include the following three components :-
(i) A questionnaire to be filled in for each of the sample

beneficiary. |

(ii) Two proformae to be filled in by the sample of bank branch
giving information regarding the sample beneficiary's
account including the repayment data.

(it1) Discussions with the bank officers and the officers of the
concerned government. departments.

In order to ayhieve this the first step was to prepare a sampling
plan. It was learnt that as far as the Bank of Maharashtra is con-
cerned, almost 80 percent bheneficiaries in both the schemes are in
Maharashtra. The share of the other states is meagre. Among the rest of
the states, the Madﬁya Pradesh has the highest number of beneficiaries
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.

s
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 FPradesh,
it was decided to cover two districts. JInitial plén was to take up one
branch from each of th: sample district for the study but subsequently
it was decided to take two branches from each district. However, actu-

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

tn get adequate sample.

While selecting the districts it was considered that developed

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



coverage in and around rities like Pune, Nagpur and Aurangabad is

gizeable, thege districts were included in the sample. The following

eight districts were thus selected from Maharashtra: Pune, Kholapur,

Thane, Ratnagiri, Aurangabad, Parbhaii, Nagpur and Yavatmal. Indore

and

Chhindawada ware selected from Madhya Pradesh.

Selection Of Branches

this

(i)

(ii)

(iii)

The Regional Mangers were requested to select two branches for
study from each of the district 'in such a way that,

One of the branches should be in the vicinity of the district town
or in district town and another should be in semi-urban area.

There should be sufficient number of beneficiaries under these

schemes.
There should be a wide coverage of activities. Where more
than two bhranches were suggested by Re%ional Manager, we

have covered all of them. In addition in certain districts we
had taken more than two hranches in order to get adequate

sample,

Selection Of Beneficiaries

Taking into consideration the fact that the number of cases sanc-

tioned was almost double under SEPUP than under SEFUY, it was decided

to cover B0 cases of SEPUP and 40 cases of SEEUY in each of the sample

the

distarets .

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

total number of cases in the branches selected in a district. 1In

certain districts, the sample size was only approximately proportion-

ately allctted since the regquisite information was not availabhle in

advance from the selected branches and the field work was to he carried



out as fast as possible.

At the branch level the sampling of borrowers was done by using
systematic sampling methad. All the beneficiaries to whom the loan was
disbursgd under each scheme since its inception were listed and the
sample was drawn from these lists separately for SEFUY and SEPUP. The
lists were made right from the inception of the scheﬁes sno that all
types of borrowers, such as having working business, havingfchanged the
activity, having closed the activity and also those who have not start-
ed the activity could appear in the sample. Those who have repaid the
loan fully and the accounts were closed could also be studied in this
framework. Thus, procedure laid down was helpful to cover all types of
cases. The randomness involved in the systematic sampling method was

also useful in covering the variety of activities.



III. SALIENT FEATURES OF SEEUY SCHEME

The scheme for providing Self-Employment to Edugated Unemployed
Youth (SEEUY)} was announced on 15th August 1983. The Government of
India in con;ultation with the Reserve Bank of India has fo;mulated the
scheme. The salient features of the scheme as amended in July 1986 are

as under.

Objective

To encourage educated unemployed youth to undertake self- employ-
ment ventures in.industry, service and business through the provision

of a package of assistance.

Target Group

The scheme covers all educated unemployed youth who are matricu-
lates or ITI and abovg’within the age group of 18 to 35 "years. Women
and Technically érained persons are given due weightage/consideration.
It is 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 initially and since 1986-87, ceiling
income level 1is 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 self-employment to about 2,00,000
educated unemployed youth through industry, service and business

routes in each year.



Covera qe

It is extended to all areas of the country except cities with more

than one million population as per 1981 census.

Regservation

From 1986-87, minimum 30% of total sanctions has begn reserved for
SC/ST persons.

It is further stipulated that proportions of industrial ventures
to be sanctioned out of total targets set for each state shall nét be
less than 50% and that for business ventures shall not be more than 30%
of the cases sanctioned. This is relaxed in respect of some hilly

states.

Nodal Agency

Distrint_lndustrips Centers are assigned operational responsibili-
ty of the acheme at district level over and above their normal activi-
ty. The small Industries Service Institute (SISI) is to assist District
Industfries centre in carrying out surveys, assessment of potentials and
preparation of projects. District Industries Centre in consulta-
tion with Lead Bank of respective area would function as Nodal Agency
for formulation of self-employment plans, their implementation and
monitoring under overall guidance of State Government. District Indus-
tries Centre will formulate Jlocation specific plans of action which
would be based on realistic demand assessment for various services and

projects and the numbe: of entrepreneurs.

Implementation

District Industries Centre is to select beneficiaries, identify

specifiec activities and the support system requited by beneficiaries,



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

agencies.

Task Force

At the district level, there will be Task Force consisting of
General Manager DIC Aas its Chairman, Credit Manager DIC, representative
each from Lead Rank, SISI, District Employment Officer and two
representatives of other major banks operating in the district.

DPIC Task Force will be responsible for,

(1) Motivating and selecting the entrepreneurs.

(2} Identifying and preparing schemes in trade, service establishments
and cottage and small industries. |

{3) Determining the avocation/activit& for each of the entrepreneurs.

(4) R;commending loans for entrepreneurs.

(5) Getting speedy clearance as necessary from concerned authorities.

Adequate publicity will be given by District Industries Centre and

applications invited directly.

FINANCE

(é) Composite Enans From Banks

After identification of benefication and subject to their
projects being found feasible/viable hy the Task Force of District
1ndustries Centre, banks would provide to each entgepreneur 3
composite loan. initiafly the amount of composit loan was Rs.
25000. Here)ﬁﬁis working capital portion was t%be workedout sep-
eratelly and it was expected to convert this portioﬁ Into Cash
Credit/ overdraft facility. And the repayment schedule was tobe

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



(b)

(c)

observed that this procedure was not followed by the bank.

The Government of Indié, while continuing the scheme for 86-
€7, has modified the ceiling amount of composit loan for different
sectors as follows :

1) Rs. 35000/- for Industrial venture 2) Rs. 25000/- for Service
venture 3) Rs. 15000/- for Bussiness ventures.

The oeneficiaries are not required to bring their margin money
amount since the hanks are to finance 100% loan to the
beneficiary. Banks would not reguire collateral guarantee or
owner's contribution as margin.

Government Assistance

Government will provide assistance in the shape of an outright
capital sudsidy to the extent of 25% of loan contracted by entre-
preneurs from the banks. The subsidy will be released to the banks
after diébursement of loan. The subsidy portion will be kept as 3
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 the loan amount due is to be recovered and
balance 1/4 ih will be adjusted by banks against the deposit n
the name of the borrower. Assets created by bank ]oqn will be

mortgaged to the banks till full repayment of the lonan.

Rate Of TInterest

The rate of interest on the composite loan would be 10% per annum

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



(d)

(e)

{(£)

(g)

(h)

Repayment

Repayment will be in installments beginning after an initial
moratorium between 6 months to 18 months. Repayment would spread
over 3-7 years depending upon nature and profitability of the

activity.

Recovery

Recovery of the loan will the responsibility of concerned bank.
Branch Managers are given flexibility in dealing with cases of
default. In case of bonafied default, rescheduling is to be pre-

pared.

Training

Many of the educated unemployed may have some basic knowledge
about  financial management, accounting and inventory management.
Some training will be necessary for industry sector. DIC and SIS}

are to coordinate all training rourses wherever necessary.

Other Inputs

For beneficiary under -prefer industrial sectoq,preference is to be
given by State Government in allotting suitable shedsJ 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 level

for each sector of entrepreneurs.
Monthly progress report by DIC will be given to Develapment
Commiasioner, Small Scale Industries. Monthly progress report will

be reviewed by District Advisory Committee of which colleckor is

10



the Chairman. The problems faced would be sorted out by the Com

mittee.



IV. SALIENT FEATURES OF SEPUP SCHEM

— Attt it + 1 sl

Government of India in consultation with Reserve Bank of 1India

formulated a programme for providing Self-Employment to the Urban poor

living in Metropolitan/Urban and semi urban centres. The programme was

implemented from 15th Augusﬁ 1986. The objective of the p}ogramme is to

enable identified, eligible families, living below subsistence level in

above mentioned areas, to undertake self employment ventures with the

help of subsidy and bank credit.

The salient features of the programmes are as under :-

The programme is to be implemented- through selected branches of
public sector banks at centres with population exceeding 10,000 as
per 198] census.

Initially one beneficiary for every five hundred population (1981
census) from the city or town in the above category was to
be -assisted. This norm was subsegquently changed into one,
out of every 300 population (1981 census).

The beneficiary should be a permanent resident of the city or town
and should have lived thereyin continuously for at least three
years immediately prior to the date of application. His/her name
should appear in the ration card issued to him/her or to the
family of which he/she is a member. He/she should have aptitude
and experience for undertaking the activity.

The income of fam:ly should not exceed Rs. 600/- p.m.

The applicant should not be a bhorrower in respect of any loan from
any bank/credit institution for the purpnse of uﬁdpgtaking a
vocation under any scheme. ’

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

12



10.

ll.-

12.

13.

sible to an eligible beneficiary under the scheme.

Loans under the scheme will carry interest at L0% per annum.
Interest to be charged half yeariy.

The 1loan 1is to repaid in 23 equal monthly installments afﬁer a
grace period of three months to be provided in all cases.

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 in the name éf the borrower with the bank and will
be adjusted against the-loan after 75% of loan is 'repaid by
the borrower. Interest on subsidy deposit is to be paid at the
rate of interest applicable to the relevant term of maturity
according to the directives issued by RBI. )

Neither owner's contribution as margin money g;. any collateral
security/guarantee is to be given by the borrower for the loan.
The secﬁrity for the bank will be the assets created out of

assistance provided.

The beneficiaries and branches are'té be selected by a3 Committee
of bankers to be constituted in each city or town by the Lead Bank
of the concerned district. .

The applications under the scheme will be received by the Convenor
bank and placed before éanker's Committee for processing and
allotment to selected branches. No further scrﬁéif} is carried vat
at brznch level.

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

The progress of the scheme will be monitored and supervised by the

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

13



scheme, the Government decided that under SEPUP, the share of SC/ST
beneficiaries would be 20%, both in physical and fin&ncial targets.
This norm wa made applicable since 1987-88. If, however, the target for
SC/ST beneficiaries could not be achieved for want of sﬁfficient number
of applications or for any other reason, the branches 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 beneficiaries should not exceed 70% of the
target as well as 70% of the amount sanctioned.

Similarly, while calculating the income of the family to ascertain
eligibility of the applicant, the income earned by the child;en was
taken intc account. But subsequently Government advise@ to exclude the
income of children below the age 14 years in 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 SEFU'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 sample branches i.. the district and fix. the
sample fraction. On the basis of rough estimates about the number of
beneficiaries, the sample size of each branch was determined and the
teams started working in the sample branches. In the proecess the
sample size in certain districts is not exactly 40 and the sampling
fraction in a district over the branches was not exactly the same. The

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

BENFFICIARTIFS CONTACTFD

During our discussions with the bank officers at the early stage
of our survey, we deveioped a feeling that from among sample
beneficiaries many would not be available and quite a few would be
found absconding. We felt that about 30-25 percent beneficiaries in the
sample may not be available for contact. It was a pleasant surprise
to us that we could meet as many as 80 percent of them. To be precise

the percentage of was 79.10 for SEEUY sample.

15



Table 1:

Districtwise number of beneficiaries in the sample {SEEUY)

S W T S B M R S A S AR A A R e e e S W e Gt G i M GmS M M S G RS S M S M W

District Total Contacts Contacts
Sample could be counld not
made be made

1. Pune 40 40 00
2. Kolhapur 40 35 05
3. Thane 37 27 10
4. Ratnagiri 41 34 07
5. MAvrangabad 40 30 10
6. Parbhani 40 31 09
7. Yavatmal 40 , 30 : 10

8. Nagpur 42 32 i0 \
9. Chhindwara- 44 32 12
10. Indore 41 27 14
Total 405 318 87

NN o

The investigators had made 2-3.trip§, if necessary in order to
meet the beneficiaries, though these trips were during short stay of
the team in each district. The reasons for non-availability were noted
down 1in each case. among the non-available beneficiaries a large
number h#g migrated to other places, only about 8 percent of the sample
beneficiaties appeared to have absconded. Among those whom we could
not meet, 20 percent borrowers had repaid their 1lcans and their
acenunts were closed. We will come to the detailed discussion of these
non-available cases at the end of this chapter. What follows now is

based on the information collected through the questionnaires of the

beneficiaries who could be contacted.

é SOME BASIC CHARACTFRISTICS OF THE SAMPLE

1. Rural/Urban

There were 97 bheneficiaries or 30.50 percent from rural areas and

221 or 69.50 percent from urban areas.

16



4.

3.

Male/female

There were 34 women beneficiaries contacted by us and the
remaining 28B4 were males.

Caste groups

The distribution of beneficiaries according to caste groups is

given in Table 2. SC/ST and minorities together form (37.36/percent

and the rest were 72.64 percent. 13‘9

V

Table 2: Caste Groups

Caste Group No.of beneficiers Percentage
1. s 22 7.23
2. ST 11 3.46
3. Minority 53 16.67
4. Others - 231 72.64
''''' total 318 100.00

A A g A AR e R A S A e A A ——

Physically handicapped -

Among the contacted beneficiaries 5 were physically handicapped.

Age of the beneficiaries

Table No.3 gives the age-wise distribution of the beneficiaries.
The SEFUY Scheme stipulated that the beneficiaries should be of
age of 18 to 35 years. In the sample there were only two cases
exceeding the limit of 25, one was 56 year old and the other 39
yrar old. A large number (62%) of them were 25 year old or

younger. So it can be said that the "youth" cencept was_followed

in its mpirit.

17



Table No.3: Age-wise distribution

e i e T I PP P S ——

Age group No.of ) Pércentage
{years) beneficiaries

18 to 25 197 6).95

26 to 30 76 23.90

3] to 35 43 13.52
Above 35 2 0.62
Total 318 100.00

S R WD S ST R S e S W G RS S T T S M T A MR A e e S G e S R A A AR A R U R WP WD WP W A Y AW M AR

6. Education,professional skill and experience

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

The eaducatinnal status 1is tabulated in Table 4.

-

Table 4 : Fducational Status

- A e A A . e e ——— - ——— e AL P —— S

Educational Level No. Percentage
$.8.C./H.8.C. 179 56.29

Degree holder and above 82 ‘ 25.79

Diploma holders _ 16 5.03
I.T.1.Trained \ 18 5.66

Other technical training 23 7.23

Ctotal a8 100.00

The share of the technically trained persons was only 17.92
percent. There were as many as 25.79 percent borrowers who were
holding a degree or higher qualification and a large number of

borrowers (56.25 percent) were with S.S.C/H.8.C. gqualification.

18



Only 92 beneficiaries (28.93 percent ) had traditional skill

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 important variable to understand the economic status
of the borrowers. The data was collected on this for the family
as a whol;. It was found that 97 borrowers, that is. about 31
percent owned land with average land holding of 7.5 acres. Among
them 53 famalies had irrigation facilities. The average irrigated
holding of these 53 families was 4.82 acres.

B. Family Size

Distribution of sample beneficiaries according to the size of
their families is given in Table 5. The usual census defination
of family was vsed for collecting the land ownership data, for

recording family size,etc.

19



Table 5 : Family Size

T S S S i W e e i —— v —————————— T I e W W S D Gmt i M S N N S GNP WAS A A G M U M AR S

Size Group No. Percentage
""" v T T T Tee
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 15 ' 4.72 -

11-15 27 - 11.63

16 and above 10 4.13
et 38 100.00

. ——  —————————— T ——— T i i Sl S ———— W — ———————

9. Migrated families or local

A gquestion was asked whether the family was local or migrated to
the present place of work. It was found that 76 percent
beneficiaries were local. Some families rgported migration more
than 40 years ago. The§ were classified as local for the present
purpose. The distribution accordiég to years of migration is

given in Table 6.

20



Table 6: Years of migration

S S e ———————— T W S W SN SN M S W e e W E M Em mm W A Am R W R R W W

Years No. Percentage
Local 242 76.10
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

DETAILS RFGARDING VENTURES/ACTIVITIES

We now turn our attention to the ventures for' which the
beneficiaries have availed the loan. 1In this section we shall take up
the points such as purpase of loan or type of activity for which the
loan was taken, process of selection of activity, etc.

1. Activities for which the loan was taken

The sample consisted of 22.32 percent beneficiaries who borrowed

for industry, 45.60 percent for service sector and 32.07 pericent for

business.

Table 7: Sectorwise distribution

—— T o . = R VIS W TP WY S e g S A e e e et e e g e e el S el A S SN A Em W W

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

Total 318 100.00

PR ————— T ettt i
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The ventures in industrial sector are much less than stipulated 50

percent in the scheme even allowing for sampling errors. A wide

variety of activities were undertaken in these three sectors. A

detailed

Table B8:Activities

activity-break up is given in Table 8.

for which the lnan was barrowed

e L ke e T ——————— T ——— - ————————— T ——— - — ————————

{I)INDUSTRY

1.

2.
3.
4.
5.
6.
7.
8.

9.

10.
11.
12.
13.
14.

15.
16.
17.

Cloth garments &

related goods.

Leather goods,

Food products -

Consumer goods & cosmetics.
Pottery.,

Xerox & Cyclostyle.
Furniture & Carpentary.
Fabrication & other
black smithy,
Agricultural implements,
workshops -

Printing Press,

Firewdsod dept.

Electric transformers.
Other type of electric
and mechanical workshop,
Poultry/Dairy

Goldsmith,

Others

Sub-Total

No. Percentages

2.52

[=-]

2.52
2.83
0.94
1.58
0.31
0.63

0.94
0.63
0.94
1.58
0.31
0.31

0.94
1.89
2.52
0.94

MQO\M-HHWWNW SR NS RY. R . ]

—— - — - P I W T A . ——————— - ——— =
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(I1) SERVICES
No. Percentage

1. Repairing. 23 7.23
2. Hotel /catering. 8 2.52
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
9. loud Speakrs.& tent house. 4 1.26
10. Dispensary. 12 4.09
11. Pounding Machine. 3 0.94
12. Flour Mill. 7 2.20
13. Tailoring. 1n 3.46
14. Furniture wiring. 2 0.63
15 laundry. 2 0.63
l16. Photostudio 2 0.63
17. oOthers 18 5.66
Sub-total 145 45.60

S D ek v S D D D D S e o S e ek e o o ——— o — - s TP k. S W S ——— A T

(ITT) BUSINFSS :
: No. Percentage

1. Food Products. 3 0.94
2. Stationery Shop. 14 4.41
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 .31
9. Others 30 9.43
Sub-total 102 32.07

- —— D e e VIR P . ———— i ——— T ——— ] ot phyl T —————— D S .k 5 A Amb e P —

2. Sources of information about the scheme

The Table 9 gives the distribution of beneficiaries according to
the sources of infarmation. About. 32 pefcent of beneficiaries got the
information from relatives, 3l peqcent from government qffiFers, 11
percent.  from baﬁk officers, 1|1 percent through newgpapers and - the

remaining from the other sources.
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Table 9: Sources of Information

Source No. Percentage

1. Relatives & Friemds. 102 12.08
2. Gevernment Officé(. c8 30.82
3. Ba;k Officer. 36 11.32
4. Political Worker J0 3.14
5. Newspaper ' 36 11.32
6. Everyone around knew

about it, 26 8.18
7. Other sources 10 : 3.14
tetal . a8 100.00
T T

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
ppﬁcent heneficiaries tried themselves for lnan. In case of 5.03
percent theiﬁfriends/relativea helped tﬁem, only 2.20 peﬁcent
beneficiaries obtained through political worker. The information 1is

presented in Table 10.

Table No.10: Help received for getting the loan sanctioned

Source No. Percen;age
1. Self 293 92.14
2. Friends/relatives, 16 5.03
3.. Political worker, 7 2.20
4. Other social worker, 2 0.63
" tetal 7 ae ion.00
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in order Fo know the extent of the role of middleman, if any,
question was asked whether any payment or expenditure was made by the
beneficiaries for obtaining the sanction. This was done by taking the
beneficiaries in confidence. This ;eferred to the 'expenditure in
addition to the usual proceduéa] exp;nses they had to incur. Only
sixteen beneficieries reported having incurred such expenditure and
their average was R§.576. Thusﬁroughly only 3 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 ig that there may be

about 10 percent cases in this category under SEEUY.

FINANCF PROVIDFD AND ITS UTILISATION
We present in this section the information regarding the leve! of

finance,its 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. Oout of - the
total 318 cases, only 3 beneficiaries did not start the activity. The
average investment. of the 2315 beneficiaries who started their

22385
activities was Rs.22752% Table }1 presents the data on loan amount

demanded and sanctioned and Table 12 presents the data regarding

" 3
investment mode.
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Table 11: Loan amount demanded and sanctioned (Rs.)

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
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It is observed that on an average amount sanctioned is short 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 peﬁcént of the
amount demanded. In the other two sectors the average demand was lower
than the limit amount ana the average amount sanctioned -was further
lower. This indicates that there has been inadequate financing. A
numbe? of beneficiaries have also stated "inadequate finance" as one
of the problems .faced by them.

The daQESon the investments made by the beneficiaries is presented
in Table 12. In all the sectors,the ipvestment 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 heneficiaries did not make any

~n, U . .
investment and did not start any activity and/beneficiary made some

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

Table 12 i1s (318-3)-315.
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Table 12: Investment mode
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Sectoi No. Average Amaunt Tnvesoment Excess
Fixed Working Total Investment
Capital Capital than loan
: (%)
Industry 71 158)6 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 sanctionsd, we have enquired about the sources of such
finance., Of -the 136 ecases who have made substaintial additional
investment, 102 or 75 percent reparted that they have used their awn

pedcenk * .

funds, 24 beneficiaries or 17.65ArepnrtedAjhelp from the money lenders

and the remaining 8 had some othar sources.

Table 13: Sources of excess investment

e — - —————— . . W P W T et D — —————————— o —— o — —

Source No. Percentage
1. Self resources 102 ' 75.00
2. Friends/reletaives 24 17.65
3. Money lenders 2 . ! 1.47
4. Others ' 8 5.88
U tetal 136 10000 )

Type of assets purchased

A broad clarification of assets purchased by the beneficiaries is



presented in Table 14. There were{12.39 percent beneficiaries who did

¥
not purchase any asset;/&30.50 percent purchased furniture, 11.01

percent purchased instruments, vehicles etc. and the .remaining

purchased other miscel lancus items for their business.

Table 14: Type of assets purchased:-
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Asset No . Percentage
1. Asset not purchased. 41 12.89
2. Machinery | 104 32.7¢
3. Furniture 97 30.50
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
© fetat 38 100.00
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Occupation ggrthe beneficiaries before availing the loan.

The information about the occupation ofrthe'beneficiaries before
availing bank loan was collected. ' Table 15 gives this data. It is
seen that 15.41 peréont bensficiaries were engaged in the same
activity, 26.42 percent were unemployed, 24.53 percent were studying,

szigd) percent were engaged in temporary jobs, 5.35 were pa}ticipating
in family business and 5.96 percent were doing some miscellaneous
activity. It can be said that there were about 85 percent new
venturers. This is a quite satisfactory performance for the scheme as

such,
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Table 15: Occupation before availing loan.

Ll R R R e e ke L e o R L i e S ——

Occupation No. Percentage.

1. Engaged in the same activity . 49 15.41
2. Unemployed 84 26.42
3. Studying 78 24.53
4. Temperory job - | 71 22.33
5. Participating 1n family

business. ’ 17 5.35
6. Miscellaneous activity 19 5.96
" retal 7777318 too.oo
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A guestion regarding who suggested to start new ventures was asked

to those entrepreneurs., Out of(é?%?%ﬁizficiaries 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 rglatives,
only 4 beneficiaries started their ventures on the suggestion of the
government official and or on the suggestion of bank official; the

12

remaining(i} had received suggestion from some others.

Present status of the units

-

At the time of the visit out of these 318 units, 240 wnits (or

75.78 percent) were working. Of these working units 24 had changed the
activity. Seventy four units were closed and as stated earlier 4
beneficiaries did not start the business. The figures are tabulated

in table 16.
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Table 16: Present status of the units
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1. Working with the same

activity. X
che

2. Working withcéébﬂggdf

activity. 24 7.55
3. Closed - 74 23.27
4, Activity not started. 4-) 1.25
" total 7 7777T31e 0 1o0.00
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The percentage of working units is much higher than was found
elsewhere. We may here consider the entire sample for diséussion. As
it is stated earlier the total sample size was 405 and 87 beneficiaries
cnujd not. he contacted. Out of thess 87 units, during tﬁe vigits the
status of activity was. known ahout 40 units, 13 were working with the
same activity and another 4 were working with the changed activity and
the remaining 23 were closed. Assuming.that 47 units whose status was
known were closed, the total number of working units wi]l_be 216+24
(from table 16) + 13+4 from non-contacted grouvp, that is 257. The
percentage of 257 working units works out to 63.46 consiqering total

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

Reason for closing'the units.

As stated above 23.27 percent units were closed. The reasons for
closing the units were recorded in the questionnaire. About 63 percent
of them infnrmed that their nnits were running in.losses and therefore
they had closed them. Other reasnons quoted by the heneficiaries were
that they faced shortage of capital, technical problems® in  the

machinery, no demand for their product, tabour problem etg. The 7Table
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17 gives the distribution of beneficiaries acrording to the reasons
stated for closure.

Table 17 : Reasons for clasing units.
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Reason No. Percentage
1. Incurred losses/ - 47 63.51
business failure,
2. Shortage of working capital, 7 9.46
3. Labour problem, | 2 4.06
4. Technical problem in the
machinery. 3 4.06
5. No demand for the product. 3 4.06

6. Other reasons such as
division of property, raw -
material losses, land
acquisition for road
widening, etc. 11 14.85

————— - ————— T —— e i il e ————————————— T—— = ——— T e
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As mentioned above four beneficiaries did not start the activity.

One of them due to anctgfnt and other three dve to lower amount
_ Shurgement :

sanctioned and delayed“disursement. Ahout 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 closed the units is presented in Table

18.

31



Present occupation of the beneficiaries who closed their units.

As many as 38 out of 74 that is 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

S {0-};
or allied activity, andLglpercent were unemployed at the time of visit,

The percentage distribution as per the present occupatioﬁ is given in
Table 18.

Table 18: Present occupation of the beneficiaries whn
closed their units.

L e T T R N e e e e e e e e T P ———

Present Occupation No. Percentage
1. Service : 38 51.36
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. Other occupation 2 - 2.70
""" Total 24 100.00
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Present position of the assets purchased through scheme

During the interview the asset verification was done and the
present position of the assets was recorded for each, of‘ the wunits
visited. The asset position Js given in Table 19. of the 318
beneficiaries, 41 had not purchased the assets, of ,Fhe 277

beneficiaries who purchased assets in 197 cases (that is 71:K2)peqcent}

’
the assets were in good condition and working. Otherg pogition can be



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

Table 19: Present positiﬁn of the assets.
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1. Assets in good condition and

working . : 147 71.13
2. Asset in good condition but
not in use. L8 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
Tretar T 37 Tvoone
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Reasons for selling the assets (v .o

The above Table 19 shows thét 43 heneficiaries sold out theirr
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 becaﬁse they were not able té make profit, only one
beneficiary reported that he had solﬂ 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 nnt in use, 14 have clnsed their

activity, one has seasonal closure and the other two have changed their

activity.

Background and closure of the units

It is observed that ouvt of the 49 old units only one was closed
snbsequent. to loan under SFRUY. Of the 269 new units 72 (27.1) perrent)

were ciosed.



Percentage of closure who had traditional skills was 19.56 and
that for those who did not have traditional skills was 24.78 percent.
Percentage of closure who had previous experience was 21.38 and

that for without previous experience was 29.03.

MORE ABOUT WORKING UNITS

As has been shown in Table 16 the numher of working vnits was 240.
We present in this section the performance of these unit in terms of
income and employment generation and also some additional information

such as raw 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 con income generation would have
been included in the questionnaire. We provided for recording the
computed figures of annual turnover and income/profit generated from
the activity. Detailed instructions were given during the training gf
investigators as to what questions should be asked and what methodolngy
should be adopted for varions activities. The investigator took the
notes hy askging the guestions and computed the annual turnover and
profit thereof. The data has some Iimitation hué we ‘feel that we have

been able to obhtain fairly goond estimates. The data is presented in

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

P —— e e PR R et R Rl R

Sector Average Annual Average Annual
Turnover Income
Industry 85818 #3349\ 15324
Services 42660 13279
Business ' .{34883" 263S6 13965
Awrare Ehives 13T

X{erage annual income in industry sector is Rs.15324 and is

mAa X imum, income in services and businass sectors 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 highest income separately and sectorwise.
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Table 71:petails of sectorwise first five activities on the basis of Y
turnoqerj" : : S : A

Sector/Activity Fucsaqge  Annual No.of ,
- turnover beneficiaries, ar~A-
Industry
1. Agricultural Implements. 2,57,500 2
2. Printing Press. 1,87,800 5
3. Gold Smithy 1,335,000 5
4. Manufacture of earthen
wares. 1,28,000 4
5. Consumer goods &
commodities 79,000 2
Service
1. Photo Studio 1,68,000 2
2. Hotel 79,000 7
3. Loud speaker/Tent hnuse. 78,000 3
4. Dispensary ' 66,727 11
5. Cycle shop ' 46,889 9

Business .

1. Stationery shop | 1,32,027 12
2. Kirana shop 1,04,945 29
3. Vegetable shop 95,100 1
4., Food products. 80,000 3
5. Dairy & Poultry. 63,354 7

————-———.——————--.——.——_-—.—————--..-.——————.-.-——__—-——_——-—-—.——————-
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Table 22 : Details of sectorwise first five activities on the basis of
{

income
CSector/Activity | Pwc ooc Amemal | Ne. of
Income. Deneficiaries.
ndwstry T
1. Hanufa#cture of earthen wares. 0050 4
2. Gold Smithy 27000 5
3. Agricultural implements 25000 2
4. Printing press 18120 5
5. Furniture and carpentry 15000 1
Service
i. Dispensary . 28477 11
2. Loud Speaker/Tent house 286000 3
3. Photo studio | 18G00 2
4. Hair cutting saloon/Beauty 17625 2
5. Hotel/catering l 16643 7
Business
l. Vpgetaﬁle shop 23775 |
2. Stationary shop 20791 12
3. Food products 17200 3
4. Dairy, Poultry. 12236 7
5. General & Food Grain Stores 11856 29
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Employment generation

Employment generation was considered separately for old vnits and
new ventures. For the old units, data on increase in the employment
due to lcan was collected and for new nnits, total employment‘data was
recorded. It signifies the generatiaon of employment due to “scheme in

these cases. We pressent results in Table 23 and Table 24.
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Table 23: Average increase in number of persons employed (old Units).
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Average increase per unit

Sector e e T U ISR d e ————
Family labour Hired labour Total’ .
No.of No.of No.of No.of No.ocf No.of
units persons units persons units persons
Industry 3 1.67 5 3.40 6 3.67
Services 7 1.42 9 2.00 12 2.33
Business 6 2.83 . 1.50, 7 2.86
Total 16 2.00 16 - 2.8 25 2.80
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Of the 48 old units, only 25 employed more persons after availing
of the loan under SFFEUY scheme. An overall avéragp increase in  these
25 wunits was of 2.80 persons per unit or of 70 persons in total.
Taking 300 work{ng days 1in the vyear this would mean employment

generation of 21000 mandays.

Employment generated by new units

Again only the working units are considered here and employment

13

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

Table 24: Fmployment- New Units.

e N — = T S AR T A A S W S e S e b —

Sector Family labour - Hired labour Self Total

S ———— eSS s - H No., ¢ =-===- m——————————
No.of Average No.of Average: : No.of AVE) age

report report : report

ing ing : : ing
) units nnits : :  units
(1) (2) (3} (4) (5) : (6) @ (7) " {8)
Industry. 22 1.26 24 2.58 42 - 43 3.12
Services 23 1.26 26 1.85 81 85 1.86
Business. 27 i.19 6 1.00 62 64 1.56
Total 72 (1,26 56 2.07 185 192 2.04
lv2e
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In the cofumn (7) of the Table 24 one can read the number bf the
working unfts (started newly by the beneficiaries) in these sectors.
Of them reporting rases are given in respective columns under family
labour, hired labour and self employed. At the aggregate level average
employment was generated for -2.04 persons per unit. Considering 300
working days during the year the annual employment generation works out
117600 mandays. It may be seen by comparing colump (6) and (7) that
one beneficiary in industry, 4 in services and 2 in business are not
themselves working in the unitgp. These include case of expired
beneficiaries, women beneficiaries who have been married and some cases
where beneficiary is not himself looking after fhe bhusiness but some

other family member s doing =so.

Additional Artivity

Some of the beneficiaries whose units were wnrking were alsn
engaged in some other activities through which they erarned  income.
This data was also cnllected. 1In 3]l 27 beneficiaries, 10 in industry,
12 in sefvice sector and 4 in business had such other activities and
on an average they earned annual income of Rs.21519. Table 25 gives
these data:

Table 25: Income from additional activities:-

————————————————————————————————  —- " ———————— - ———— T ————

Sector No.of beneficiaries Average
annual income

———————— . —— ——————————————————— T ———— 0. - W WD S D S S W i ———

Industry 10 | ' 16702
Services 12 27692
Business 4 7 : 13500
Frotal 27 21519
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New Investment

A substantial number (84) of beneficiaries having working units
made new 1investment after the loan was taken and before the survey.
‘Their average investment was Rs.17336. Tables 26 and 27 give the
sectorwise number of beneficiaries and their average new investment and

the sources for the same.

Table 26: New Investments

- ——— T ———— W T W el W L N A AL ML LS S S . b el e ke e oy e e W e W e e W W e

Sector No.of Percéntage Average
beneficiaries total investment
beneficiaries

- ————— - ————————— T ——————————————— —— o A e deh Aeh A N LR S e W NR

Industry - 17 31.48 23735
Services - 37 34.26 17657
Business 30 37.50 13317
rotal 84 35.00 17336

e e WS W fw e et e mrw B e e e e T e Em e e s W e

Source No. Perroantage
l. From increased income 6] 72.62
2. Loan 10 11.91
3. Private borrowing 7 8.33
4. Others -6 ' 7.14
Crotal 84 100.00°

lace of activity

Among 240 working units 110 (45.83 percent) carried out the
adtivity in the place owned by them, - 102 (42,50 percent) in“the rented

premises and remaining 28 were having mobile activity.
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Raw material availability

Among the working units 61 percent procured their raw material
from local market, 28 percent brought from ocutside and the remaining 11

percent from local market as well as outside.

Marketing

All the beneficiaries depended upon the local market except those

who had taken help of government schemes for marketing.

Desire to continue the activity

Whether the heneficiaries wanted to rontinne the activity or not
was question asked to those whose units were working and to the
others it was asked whether they would like to restart. The answers as

yes/no are tabulated in Table 28.

Table 28: Desire to continue/restart

—— . — At e (e S SN A e S e bl e e e T = ey T W T T el e wd wr we b wr m w—

Present Status Yes No Total
Working units 223 17 240
Closed units 23 51 74
Unit not started 1 3 4
Total 247 7] 318

. W S v e g G e G A S ——— i ———

Ninety threes percent of the heneficiaries with working units
wanted to continue the activity. Tt. is interesting that 23 among 72

who closed the activity wanted to restart.

Borrowers opinions about repayment

Some questions regarding the repayment performance, " reasons for

non-payment or irregular repayment, - etc., were asked to the
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beneficiaries. Their responses are presented in this seection. These
are naturally their own opiniong about their own performancé. In this
section we present the responses obtained by the entire contacted
sample of 318. 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 given in Table 28. In
all 175 (55 percent) beneficiaries admitted that they are not regular
in repayment. It 1s important to note that about 32 pérceht
beneficiaries were regular initially in repayment but they stopped
payin; subsequently. This asperct is getting reflected: in our
preliminary graphic analysis which 1is presented in the following
chapter. Nineteen beneferiaries admitted that they have repaid
nothing.
Table 28:Bepaym9nt performance.
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Performance No. Percentage
1. Regular 143 45.29
2. NDelayed repayment , 53 16.35
3. Initially repaid 103 32 .39
subsequentlly stopped
paying.
4. No repayment at all. 19 5.97
Total 318 100.00

Reasons for non-repayment

Thnse who responded tn ahove guestion saying they were nnt
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regular, were asked about the reasons behind their behaviour. Table 29

gives this information.

Table 29: Reasnns for irregular or non-repayment
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Reason No. Percentage
I. Activity closed. = 45 25.71
2. Insufficient income. 39 22.29
3. Activity/Venture in loss. 16 9.14
4. Activity not started 4 2.29
5. More capital investment in 13- 7.43
Activity/Venture.
6. Other reasons. ' . 41 23.43
7. Reasons not given, . 17 9.7
fotal 135 100.00

- — . My W ——— i oy e v

We enquired with these beneficiaries as to whether they reported
Lheir difficulties to the bank officials. 0Of these l7s’only 99 (56.57
percent) _ueneficiaries had told their difficulties to the bhank and
othen have not reported anything regarding their problem to the bank.

These 99 beneficiaries were asked as to why they did not explain
or report their difficulties to the bank, 83 of them gave no reason.
The reasons given hy the remaining 16 were like no bank officer met or

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

etc.

L)

Plans for payment nf overdues

On asking about the plans for payment of overdves, 108 ocut of 175,
that is, 61.71 percent stated that they would repay short}xj 3B (21.71

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



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

Table 30:Plans for payment of overdues.

Plan No. Percentagn
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. 2 ) 1.14
5. Nnt ready to do anything, 12 6.86
6. No response, : 11 6.29
U metal 135 100.00

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 About their other institutional saving. Only 65

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

Institution No. Percentage
1. patgpedhi, 9 12.85
2. @.1.c2 LIC 17 26.15
3. UTI, Mutual gunds L 7 | 10.77
4. Pigmy. _ 11 16.92
5. Fixed deposit, | 20 30.77
6. Other, 1 1.54
fotat 65  100.00
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More about the non response cases

As reported -3hnve ?1.48 per cent of the sample borrowers form
a set of non-response cases. The status of their account was
examined throngh the benefirjaries’'s list and also the proformae
submitted by the bhranch aoffice. Among these, 20.24 percent had
repaid their Jloan and their acconnts were closed. 1In 11.90 per
cent case the C.G.C. claim wa; made and in 14.29 Eercent éases
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, it 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 closed. In 55.95 per cent cases the status of
their activity could not be ascertained throngh the neighbors.
Among them 27.66 however, percent had already rapaid their loan,

s cent
42.Sﬁzwprp having live arcounts, in 19.14 percenr cases CJG.0n rlaim or
by .

suit was filed.
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The reasons for non-response are tabulated and presented in Table

Marriage, death and migration were the reasons for 59.52% of the
non-response cases. In 13.10; cases, it was reported that the person
with the name iﬁ the list never stayed at that add;pss;! in 9.52% cases
the person was not found at the address even after 2-3 visits thongh
address was corrsct and the place was incated. Only in 15.48% cases tha
beneficiaries refused to give information. ‘The perecentage ‘of refusal
works out only 3% with reference to total sample size.

In the general discussions with the bank officers 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. This percentage is much lower than we

thought of.
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Sr. No. Reason Percentage
l. Woman borrower left the place due to 1.19
marriage,
2. Borrower expired and activity 2,38
closed. )
3. Migrated to other place (name of the 25.00

new place known).

4. Migrated to other place (name nf 10.71
place not known).

5. Rorrower  stayed at  the address 20.24
earlier but nothing known about his
present stay/address.

6. No person of this name ever stayed 12.10
at the address.

7. Rorrower not available  (address ' 9.52
correct) even after 2-31 visits.

8. out of place temporarily 2.38
‘9, Borrower denied to give informatidn. 15.48
Total 100.00

- ———— R W T e e e e ek A e e e ek e e ek e e A MR A . S S . SR WS SR e e e
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CHAPTER VI

SURVEY RESULTS O SFPUP

The total sample of beneficiaries under SEPUP scheme in the ten
selected districts was 819 and our team of investigators could meet and
interview 628 beneficiaries during the survey period. In terms of
percentage, it works out to 76.68%. 1In view of the general impression
that the beneficiaries covered under SEPUP scheme are not available on
the addresses given, our experience in the ten different districts is
quite satisfactory. The femaining:19l heneficiarips 023132%) could not
be ‘contacted even after paying 3/4 visits as some of them have either
changed their place of aétivity or closed down their units and migrated

to other places for service’etc. Districtwise figurer of sample

beneficiaries are given in Table No.l.

Table No.l: Districtwise numhers of heneficiaries in the sample

(SEPUP}

 pistrict Total Contacts contacts

Sample counld he counld not

made be made

1. pune g0 68 T
2. EKolhapur 78 68 i0
3. Thane 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. Tndore a1 ' 58 22
hetal 1o 68 te1

e e b v v v e G A A R WP S el v A Sk S S Lk S D T D M M W M M A W WA YW W SIS WM W W R YRS R T e e e



Our investigators were provided with a detailed questionnaire for
collecting the information from each barrower. After consolidation,
the data has been processed and analysed. We give -below our
observations about the survey resnlts under various hesads, based on thn

contacted cases.

Distribution by sex

The beneficiaries of the scheme are seen to be predominantly male.
Out of 628 cases interviewed, 491 (78.18%) were male and 1327 (21.82%)

were female.,

Place of activity

Rural/urban: _There were 15 beneficiaries (3.39%) from rural areés

and 613 (97.61%) from urban areas.

ge of the beneficiary at the time of application

>

The distribution of hgneficiaries according to the age at the time
of application is presented in Table 2. It will be observed from the
table th;t about 50 percent bheneficiaries were 20 year old or younger.
Mo}é than 77 percent were 40 year old or younger. It was found that
there were 3 -beneficiaries of 16-17 year age as stated by the
beneficiaries. It is possihle that at the time of sérvey, the age
reported is incorrect or the loan is‘sanctiohed to the minor. This
verification was not carried dvt, as there are only 3 cases spread over
different districts. At the other end we feel that the léan should

not be granted to old persons. In our sample there were 13 persons

between 56-60 and 8 abhove 60 years age.
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Table 2: Agewise classification

------ P T s . e e A MR R O W SR R G G A A S G S SR S e

Age-group No.of beneficiaries Percent

- W e e e b U e SV M N MR S W G S D WS S e e e e S

16-24 155 24.68
25-30 151 | 24.04
31-35 99 15.76
36-40 81 12.90
41-45 48 : 7.64
46-50 34 5.41
51-55 39 ' 6.21
56-60 13 2.08
61 and above 8 , 1.28
Crotal 628 100.00

Caste Composition: Castewise composition of the beneficiaries is given

in Table 3. It is 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 loan

under SFPUP scheme.

Table 3: Caste wise Composition

T W P W W W S e o le I SR S S e D S W N P A A WS S a8 S

Srheduled caste 116 (18.47%)
Scheduled Tribe ' 25 (3.98%)
Minority 172 (27.55%)
Others 314 (50.00%)
Trotal 628
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Educational Status:

Educational status of the sample beneficiaries is given in Table
4. On the one end there are about 13 percent illitera;e who havn
availed of the loan facilities under SEPUP whereas on the other end
there are only about 5 percent, who have education above SSC/HSC.
There are even 5 graduate beneficiaries. About 58 percent had

incomplete schooling. It shows that the scheme has had a wide net.

Table 4: Educational Status

------------------------- -age.

1. Illiterate. 4 18 60 g2 13.05°

2. Literate bhut
did not ga to

schénnl . 5 18 22 45 7.17
3. Incomplete 33 153 178 364 57.96
schooling.
4. SSC/HSC i2 40 53 105 16.?2
5. piploma/ 8 15 4 27 4.30
ITI.etc. ‘ ’ ’
6. Degreaﬂ' 1 2 2 5 0.80
Total 63 246 319 628 100.00°

it i T W W TR T e e rw o e e A AL SN A ——

Traditional skill and previous experience

It is observed from the data that 261 beneficiaries (41.56%) had
traditional skills for the concerned activity and remaiﬁing 367
(58.44%) had no traditional skill. Likewise 435 beneficiaries (69.27%)
had some kind of previous professional/technical ‘experience and

remaining 193 (20.73%) had no previons epxperience.

51



Family Size

The distribution of beneficiaries according to;size is presented
in Table 5. TThan were 202 beneficiaries with family size of |-5
membhers; 290 heneficiaries with family size 6-10 members. Six families

have more that 16 members.

Table 5: Family Size

Size Class No.of beneficiaries percentage
1-5 members 202 4s.o8n)
6-10 members 2990 (46.18%)
11-15 members 30 (4.78%)

16 and above 6 (0.96%)

" total 628 e

- - i iy Rk A e e e G G MM S A Wy G e ey e M e M M e e T e A M ey A W M e e e M e e e G

Miqrated or local

It is observed that 44 heneficiaries (70.38 percent) were
permanent residents at the place of their activity. Six beneficiaries
had 3-5 y;ars stay; 31 had 6-10 years, 26 had 11-15 years; 3] had a
stay between 16-20 years and 92 were staying there for more than 21
years. It means 94% of the benefiriaries were staying at the place of

acrivity for more than 10 years,

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

some landholding and ‘Tremaining 582 (92.68%) were without any

landholding.
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Activity for which loan was taken:

The sample bénefic1aries had chosen the field of their activity as
under:

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

e W e R W e P G T S T S G R R M W N R R WS WS N M M M W EE W MR EE EE W M ek i e e S b b e o ml

Activity No.of beneficiaries Percentage
I'ndustry 63 : in.03
Service 246 39.17
Business KN 50.80
Total 628 100.00

——— N N S M A W R M AR MR N A M e LR MR A AR M EA A AR CRE e B WA LA M M MM A W GA L m MR AR W TH AN AR

o —— . . R S R M R N W M N TR S e W W W T e w W W v e e W e e e el

Status - No. of benefi~ percentage
~cjaries.

G e A T P e " ——r S o —— i — "t A —— e e e rw e v el el e e G Al o i S NS g

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 & Cyclostyling Machine. 3 0.48
B. Fabrication and black smithy. 9 1.43
9. Furniture & Carpentry 7 1.11
10. Agricultvral Instruoments. 1 g.16
11. Printing Press I 0.16
12. Firewood Depots. 1 0.16
12. Rice Mill 1 0.16
14. Spray Painting. 1 0.16
15. FElectric Transformers. 1 0.16
16, Other type of electrical/ 3 0.48
mechanical workshop.

17. Gold Smith ‘ 1 0.16
18. Others. . 7 1.11
Sub-total 63 ‘ 10.03
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I11. Service

1. Repairing Service 27 4.30
2. Hotel/Catering. 43 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 (Rikshay Rickchaw. 2 0.32
8. Loud Speaker. 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. 6 0.95.
15. Others. - 27 4.30
Sub-tntal: 246 39.17
1II.Business
J. Food Products. 51 8.12
2. Stationery Shop. 3 2.66
3. Vegetable shop 49 7.80
4. General &K Food Grain Stares. 3 S5.41
5. Pan Shop 43 6.85
6. Dairy/Poultry. 5 0.80
7. Cloth Shop. 19 3.03
8. Scrap material. 2 0.32
9. Others. 93 14.81
Sub-total 3i9 50.80
Total 628 100.00
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It will be observed from the above mentjoned tables that nearly
90% of the beneficiaries have chosen activities wunder service and
business sectors. This may be due to small quantum of loan available
under the scheme. .

The data in fable No. 7A reveals that 59.87% benefjciaries were
running the same activity for which loan was taken. Some beneficiaries
who comprise 7.17% had changed their activity but their new activity
was also running, which means that 67.04% of the beneficiaries weve
actively engaged in their profession. About 199 (31.69%) beneficiaries
had closed their activity and 8 (1.27%) beneficiaries did not start the
activity although they had availed loan facility from the banks.

However the percentage of such units is very small as compared to the

total sample.

Table 7A:Present status of the activities undertaken

-—-*—-——_—-._——-———-.--———-——-._-_—.——-.._.—.——-—-—-.——_—---_———q.

Status Na, Percentage
1. Activity is rumning. 276 s9.87
2. Activity is changed. 45 7.17
3. Activity is closed 199 21.69
4. Activity not started. B 1.27
""" total . s 1ev.on
Table 8 : Sectorwise present status of activities
""""""""""" Industry  Service - Business . Tetal

—-——q--n—-—---—-—_——.-_——————-\-——_—-——--—————-p_—_——_—_.-__———--_—————--——--—

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. ) -
ratal 63 246 319 628 100.00%



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

Their replies were as under.

Table 9: Desire to continue the activity.

TN EL ML ML i e L S S e A e e e S S SR PR Gt v mm M WD WS S S ek e R e e S e R W

Present status Yes No Total
of units
1. Working units g2 39 421
2. Closed units 74 125 199
J. Units not stafrted 2 6 ]
Cretar ase 70 628

Sources of information about the scheme.

The salient feature of the SFPUP scheme is that the identification
of the borrowers is to be done directly by commercial banks. Hence the
beneficiaries were asked as to the source of information about the
scheme. It is noticed that 190 beﬁeficiaries (30.26%) got thg
information frém 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 paperé. Further it is seen that 199

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

scheme.

Help received for qgetting the loan sanctioned

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

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

T —— A e AR e fub - e S M L EA v b o W W e W wr m m e e

Who helped No. Percentage
k)
1. Beneficiaties themselves
tried for the loan. 566 90.13
2. Efforts made by 43 6.85

relatives/friends.

3. Efforts made by : 8 1.27
political leader.

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

P v S e A e bk e el b S v e e S A — o —— A — T ———— ke -

e W A GNP A S e ey A M MR ek WA b e M S e M S b e mm S e =N e R e e e el e e e = e A

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

Occupation bhefore availing the Joan

The infermation about accupation of the contacted beneficiaries
before avatilment of lnan was also collected by the inveétigating team.

The details about their occupation prior to taking of loan from the

banks are  as under:

Table 11: Occupation before availing the loan

- T = W S R D e mr e ey e M A S N N W A e T e e G e et e A M g o — o —— -

Occupation No. Percentage
1. Engaged 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 bhusiness. 26 4.14
6. Some miscellanous arrivity. ' 77 12.}6
T rerar T 620 100.00

T ————————————————— - ——— — L
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It is important to note that 46.98% beneficiaries were running the

same activity for which locan is availed.

Utilisation of loan amount : After availing the lnan, the heneficiaries

invested part of the amount for purchasing fixed assets and remaining
amount was used as working capital. ‘ Following table shows how tha

investment was made: -

Table 12: Types of assets purchased

——— T ——— e A g e - ——— T ——— - ———

Asset Perrent-
1 S B Total age

l. WNo investment in fixed 17 4] 192 250 39.81
assets. '

2. Invested for procuring 1 11 19 31 4.94
shop/ shed etc.. _

3. Invested in machinery. 26. 82 6 114  18.15

4. Invested in implements,
hand carts cycle, 6 57 39 102 16.24
A ikshawg etc.

5. Invested for pnrchase of 0 2 2 4 0.64
cows,;buffallos.

6. Invested in goonds in 2 1 7 10 1.59
the shop.

7. 1Invested in utencils &
other materials related

to their own business. 9 18 24 51 8.12
8. Furnitute, cupboard, 2 34 30 66 10.51

counter etc.
Ctotar T 626  100.00
Pregsent position of the assets : The information about the present
position of the assets was cnlipctpd by the field investigators. Déta

is tabulated in Table 13.
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Table 13: Present position of the assets.

—— i R N SE TR MR A AL G M I S S S e AN e S et S et b et A e e i W A S M i M

R T R D S R W R S M S D N R A M G GG G e e P N A e vl e e e wd b b e e S A A e e e e S B

l. Assets are in good working 272 43,31
condition. '

2. Assets are in good condition but

not operative. 33 5.26
3. Assets are unproductive. . 5 0.80
4. Assets disposed off. 57 9.08
5. Assets have become useless 1 1.75
6. Assets were not created 250 - 29.80

ti.e.fixed assetsa).

—— . T R A e Rt e M M e R W SR R R m S W e e e R M M e e e b e b e S b MM W e
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Place of activity (Ownership 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:

—————— o —— W P D S —— o —————— ————— 0 . 05 A T D M W S SE o

1. Owned place/premises of | 11t 26.37
activity.

2. Rented premises. 172 40.86

2. Mobile units _ 100 22.75

4. Unauvthorised premises, 28 "9.02

U retat T 420 100,00

e A N A AR G S T . —————————— —— - ———— - " —— - — - — oy b} o Y

Availability of raw materials: Uninterupted supply of raw material is
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a must for the success of the industrial units. The findings of the

survey in respect 421 units are as under:

Table 15: Raw material availability

v e S W M v v s PR D S W W S ED WS WS ME W M RS am A e e R M e e e T T e W Ga e e e e e e e e e v

Availability from No. Percentage
1. Raw material locally available. 338 80.29
2. Raw material is brought from 63 14.96
outside.
3. Raw material is partly 20 4,75

available locally and partly
brought from outside.

Marketing arrangement for finished products

It is observed that out of 421 beneficiaries who are doing their
activity, 401 rcases had local markets for their products. Only three
units were taking Govt.help for mérketing and in remaining 17 cases

they had their own arrangements.

Repayment of loan

The beneficiaries were asked to state their opinion regarding
their repayment as to whether they were repaying the loan instalmentis
reqularly. Their responses are given in Table 16. About 70 percent
(444 cases) of the beneficiaries reported themselves that they were not
regular in repayment. As a matter of fact 17 percent reported that

they have not done any repayment.
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Table 16: Repayment of loan

Ll et e el o o ———

Repayment position reported No. Percentage
1. Regular repayment. 184 20.30 |
2. Irregular/delayed repayment. 97 15.45
3. Repayment stcpped after sometime. ‘?41 38.38
4. No repayment at all. - 106 L6.87
Cvotar T 628 100,00

WD P MR G Em e ER R R R W S PR M S i et et e w v Y W My b e M e — v e e

Reasons for non-repayment of loan : During the interview, each borrvower

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

them are as under:

Table 17: Reason for irregular repayment

e e e e e e S e v S SR M M P W A M M M S W R A A A R M AN S W M e E M A

Reasons No. Percentage
1. Activity closed . A 139 31.31
2. Insufﬁicieﬁt income. 148 32.323
3. Toss in business. 57 12.84
5. Activity not started. 8 1.80
5. Additional investment made 10 2.25
in the bhusiness activity.
6. l.ate disbursement nof loan 2 0.45
amount..
7. No specific reason 31 6.98
8. Others. 49 11.04
rotar 444 100.00

N N L D O e kb A D D el e D S EE W e G D R Sk SN NN A M L AR M M M ek st e e S S b b e s -

During the interview these beneficiaries were also asked whether

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

difficulties, it is noticed that following reasons were given.

Table 18:Reasons reported to the bankers,

e e e T . S W S A S e e me Fm EE R e A e e

Reasons No. Percentage
1. Activity closed. 4t 20.7f
2. Tless capital. 18 9.09
3. Accident. 5 ’ 2.53
4. Mishap at business 2 1.01
place.

5. Expenditure on parriages ,

of daughter & son. 6 4.04
6. Less income | 103 52.02
7. Others 21 10.60
©potar 198 100.00

A o — - W W AN S MU i i e e b ey W e

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

e ay
g i

beneficiaries among the working units with fegn i§ repayment..

Table 19: Reasons for not reporting difficulties to the Bankers
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1. Non-cooperation from officers. 12
2. Non-reporting on health grounds 7
3. Compulsion for repayment by bank. k]

4. Rumours about loan-waiver schemes. 7

5. Beneficiaries stayed outside the
town. _ 2

T WL D N s i mm e SR SR AR R TR SN R N NS M s v W W S M L A M e M e e e et e M AN AR e e e e e e
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Beneficiaries, who were irregular or not making any repayment,
were further asked about their plans for repayment of bank's loan. The

-

findings are as under:

Table 20: Plan for repayment of overdues.

AR Sy b ——— o —— MR 8 v e R WE ER e e e e v

Plan Cases Percentage

1. Would repay slowly. 241 . 54.28
2. Would start Fepaying soon. 109 24.55
3. After the sale of

maqhinery/assets. 2 0.45
4. Want loan to be waived. 2 ©0.45
5. Not ready to do anything. 42 9,46
6. No reply. 48 10.81
 Total sa4  100.00

—— A o — R ek S e W e N i i reh e e - a ——

Savings accounts in other banks/post office etc,

The information abont savings habits was also eonllected during the
interviews, It is noticed that 1231 beneficiaries (19.59%) ware

maintaining savings hkank accounts with other banks or pnst offices.
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Remaining 505 beneficiaries (80.41%} were not maintaining any

bank account.

savings

Further these beneficiaries were asked if they were saving any

amount through agencies such as pnfé%n&hips,

society etc. The information is as under:

Table 21: Savings through agencies

T Y WR R e S S S N S A EE WL G M v v frr e W R W M ER A MW A W G T S e b ek e v e

Name of agency No. Percentage

1. Papébedhies 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 f3.05
“Total 626 100.00

S R L Sih S i ek e e o TR T MR N SR W G N R WA TS R e e e S e
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Additional Investment

- The beneficiaries were requested to inform if they had invested
any additional amount 'in the business over and above Iinitial
investment. It .is noticed that 131 (20.86%) benefici;ges 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 the beneficiaries. were asked if there had been no
govt.subsidy, whather they wonld have availed the 1loan from the
bankers.. Tt is interesting to note that 513 (81.69%) persons said they
would have taken .the loan in the absence of govt.subsidy also;
remaining 115 (18.31%) persons informed that they would not have taken
any loan in the absence of gavt.subsidy. ' Co

Beneficiaries' opinion about their units

The beneficiaries were requested to give their frank opinion about’
the present position of their activity or unit. We received the
response 3s under:

Table 22:0pinion of the beneficiary regarding his unit
(working units only)

T me WM R N A R W S — g AR e ——— —— R e o mm S P @GS
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1. Present position of unit/

activity was very good. 21 4.99
2. Present position of unit was good. 278 | 66.03
3. Not satisfactory position.. 117 27.79
4. Unit was sick. 5 1.19
S terar T 21 100.00

LS SR S P P R P D A e i ——— T W - — — - e -
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Present. occupation of those beneficiaries who have closed the
units

All those who have closed téeir activity were asked as to how
were they engaged at the time of the Survey. Of the 199 beneficiaries,
59 were employed in éervice, another 59 were enganged in family
business other than agricu]éure, 26 were unemployed. The_figures are

presented in Table 23.

Tahle 23: Present occupation of those who ¢losed the units.

qu-————————-—-—_--——...__———-—q.._-_——_-.-.-.-_-_——_--._———-—_—-..-—-—

Occupation No. Percentage
L. serviee T 59 29.65
2. Agriculture and allied activities. 2 1.01
3. Participating -in family husiness. 59 29.65
4. Household work/no wark due to 22 16.08

old age.
5. Unemployed. : 26 13.06
6. Others. ‘ 21 10.55
Cmakal T 199 100.00

L S S MR e e e A iy e T R R e e Al e - A e

There were eight beneficiaries who did not start their activity.
Of them 4 were in service at the time of the survey, 3 were
participating in family business and one was unemployed. These
beneficiaries were asked as to why they did not start the buginess.
One of them had-an accident and became handicapped, two of them gave no
explanation and.rpmaihing five stated that the loan was; inadequate or
was sanctioned late and therefore they did not start the activity.

The reasons for closing the activity

A large numher  (53%) onof pnits were closed he&ause the

beneficiaries rould not run the units profitahly, 22 reported
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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,
gnt service, etc. The information is presented in ‘Tahle 24. Tn
addition, the period of closiire prior to the visit is tabolated in
‘Table 25.

Table 24: Reasons for closing the husiness

R Rl et e S L ——

Reason No Percentage
1. Less capital. 22 11.05
2. Business failure.’ 105 52,77
3. Labour problems . 1 0,50
4. Mishap to raw material 5 2.51
5. Accident. 28 14.07
6. Beneficiery exéired. 4. 2.901
7. No demand to product. 4 2.01

9. Division of property,place of
work demolished in_road
widening, service etc. 30 15.08

e A —————— . ———————— T Vo o e T W W T e e M e e v A
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Table 25: Period of closure.
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Period No. Percentage.
1.  <=12 months 69  24.67
2. 1 to 2 years. 59 29.65
3. 2 to 3 years. 40 ‘ | 20.10
4. 3 to 4 years ' 15 7.54
5. 4 to 5 years 9 4.52
6. No information about 7 3.52
period.
raral  tes  ton.oa



Traditional skills, previous background and closure of the unit

It is interesting to note that among the 261 beneficiaries having
traditional skills only\SO or 22.22 percent beneficiaries closed thé
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 is aobserved that among 435 who had professional or
technical experience only 27.13 pereent (141 benefiniaries) closed
their units; whila out of 192 whao \did not. have such ;xpérienre, 41.67
percent. (80 beneficiaries) closed their units. This shows that
previous experience is important. .
In the earlier tables it is observed that 295 beneficiaries, out
of 628 contacted, were engaged in the same activity before availing
loan from the banks. These beneficiaries were inguired as to the
reasons for availing the loan when their activity was already in
running condition. The purposes as given 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.

. . e e TEE W= e T b R A Ll S S A S P S S S M R e S - e

l. To expand business activity. 2h4 9.49

2. To purchase shop/repairing of
premises. i 1 0.25

3. To buy impléments, hand carts

etc. 20 ‘ 6.78
4. To purchase furniture. 5 1.69
5. Others. 5 1.69°
" totar T 295 100.00 -

G e A D e e W R T W W W PO UR W M A b e e b e e  — i ————— - - —— g = -
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Additional information of 421 working units

1. Oout of 421 working units 241 benaficiaries were doing the same
R .
activity before to availing the loan. In respect of these units, the

position of availability of raw material is as under:

Units Percentage
Raw material locally available. 192 79.66
Raw material from outside. .o 34 14.11
Raw material available both .o 15 6.23
locally and from outside. —————— mmme—e—-
Total 241 100,00

2 . Position of marketing facilities: Out of 241 beneficiaries, 233

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

there were no problems for marketing the products.

3. Position of repayment: The position of repayment of 24] cases as
reported by them is as under:
Units Percentage
kegular repayment - 23 41.07
Late repayment - 42 17.43
started but stopped - 76 31.54
subsequently.
"No repayment - 24 9.96
Total 241 100.00

e L L T T

anctioned amount of loan and investment

It was observed that most of the heneficiaries applied for the
loan amrunt of Rs.5000/- which is an uvpper limit for SEPUP scheme
irrespective of their actual requirpmént.- There may be hnny situations
regquiring more " investment és also in many cases the rhquirtpant may

be lower. The banker has to assess the requirement appropriately an:d
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gsanction the loan. lle cannrct sanction more than the ceiling amount of
Re.5000/- provided in the scheme but if in his asgessment the
requirement. of 3 particular nnit is lower, he is suppored to sanction
lower amount. We have collected information on loan amnunt demanded
and sanctioned and also on the investment made. -On an average it is
seen that the amount demanded was Rs.5119/- per Dbeneficdiary, amount
sanctioned was Rs.2671/- and the investment was Rs.4437/-. 1t is clear
that at the average level there was inadeauate financing tp the  extent
of about 17 percent. We shall come back to the guestion of inadequate
financing again when we discuss about the problems faced by the units.
Here we present the sectorwise figures wilh averages on the basis of
the total rumber of sanctioned cases in each sector (Table 27). There
are no svubstantial differences in the investment amounts in different
sectors.

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

——— A o e W A B e i e A L —————

Sector Damand Sactioned Tnvestment made
_ ~ vixed  Working Total
Assets. Capital.
indvstry s01s 2736 2150 2116 4286
Services 5174 4033 333] 13e2 4714 ‘
Business 5129 31379 949 3302 45%
Average st 3671 2003 2434 4437

i ————————— e Spk i s Swr dm B b e e e b e S S e o i e e Ak A S R MR o P e A A g A . —

At the aggregate level the investment 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) reported to have made

additional investment. Of them 74,30 percent made their own
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contribution for additional amount required, 18.44 percent borrowed
from friends/relatives, 3.35 percent: borrowed from private money

[

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

Information about turnover and income was collected about the
working units. Collection of data on these items, needs’ sufficient
time and much detailed gnestionnaire if accuracy is to be achieved. It
was not possible to spend longer time due t? short- period stipulated
for the study. However, we have asked the information in brief and
arrived at the estimates. The investigator were given detailed
instructions regarding what type of questions should be asked depending
upon the activity and how to arrive at the annual estimates. Though
based on broad informétiqn, we feel the estimates are fairly good and

indicative. These are presented in Yabla 28.

Table 28: Turnover and annual income of working units,

" Sector Average anmual | Average anmmal
urn over income.

Industries 257135 R265

Services 20476 8662

Business 20218 ((’3}.—;)—!;) 6833

average 25557 (3799 #9483

e ————— . W W e B R e e e Sk G B S R EA SR L W

A wide variation was observed between the annual turnover as well
as income of differen@t activities. 1Tt will be interesting to know the
activities with higher turnover and also separetely the activities
with higher income. We givé below the first 5 activities in eaéh

sector with higher turnover and higher income respectively.



Details of sectorwise first five activities on the basis Q%Xturnovgg
A

Sector/Activity Average annual No.of
turnover, beneficiaries
Industry .7
i. Manufacture of small . . 30000 ' 1
transformers. -
2. Leather goods 56667 3
3. Manufacture of earthen wares. A3200 3
4. Garments and related gogds. 29275 é
5. Carpent;ry 25417 6

Service Sector

1. Hotels ‘ 44133 27
2. Furniture. - 25200 ]
3. Repairing works . 22473 23
4. Others. 20638 21
5. Typing. 16500 4

Business Sector

1. Scrap. : 60000 1
2. Vegetable shops 48669 26
3. Stationery, paper ete. : 42722 9

4.  cloth shop. 34844 9
5. Kirana/general stores. 32600 22
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Details of sect??ise first five activities on the basis ggﬁincohq
A

Sector/Activity Average annual No. of
income., beneficiaries.
Industry T
1. Manvfacture of small trans- 22000 - 1
formers.
2. Leather 18500 3
3. Black sﬁithy 11200 5.
4 Manufacture of eparthen wares. 10200 3
5. Rice Mill. anno 1

Services

l. Furniture. 12600 1
2. Hotel - 12317 27
3. Repairing ' 12011 23
4. Laundry 9300 4
5. Other activities. 9307 21
Business )

1. Stationery, paper etc. 9605 9
2. Dairy, Poultry etc. - 8533 3
3. Vegetable shop 8239 26
4. Pan shop , : 7479 25
5. Food products. 7044 45 '

Y R W A Y R e P Y R e e e e M A e . A RS W A e e o — s — -

Additional activities of the beneficiaries with working units

Eighteen beneficiaries with working units were engaged in some
additional activities including some in service. Average incomr
earned by them from these additional artivities was Rs.11167.*~

Additional new investment
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Some of the beneficiaries may make additional investment after
starting the units. The information collected on this revealed that as
many as 118 beneficiaries (i.e.?8 percent) had made additional
investment before the survey and after the investment at time of loan.
The average additional investment was Rs.4937. The sectorwise

information is given Table 29. .

Tableq29:Additional (New) Investment

- —— R M A S e S i S A e S M N M S S S e e e e e e e e e e e M e W M e W S mw e e

Sector No.of ) Average
beneficiaries. Tnvestment
Industry 12 5710
Services - 50 7 4251
Business 56 5284
" metat ne 027

. . A S S At e S S e e W S e S N T W W A M R N W N M W M M S ey M M VR M W e e o A e e S mm

Employment generation due to scheme

As has been observed earlier, quite a few benefic%aries were
engaged in the same activity before availing the locan and others have
started new ventures. As far as the impact of scheme on the employment
is concerned, these two groups should be treated separately.

In the first éroup incremental employment was recorded which was
generated due to expansion of activity by investment through loan
availed under SFPUP. In some cases their was increase in the family
employment and in some cases increase in the hired employment and in
some casés in both family and hired. 7The infnrmaéion ié given in Table

30. This naturally is abount wnrking unit.
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Table 30:Increase in employment (No.of persons) to old units:

D M R EE R e S e S M R R N TR e SR M W S TED W W W GER Sk de mwn b W ke FE M e e MR e M e b W S bEe e b e M A e P SWe B W M G G

Sector Family TLabour Hired lLabour Total
No.of Average  No.of Average  No.of Average
cases increase cases  incraase CASPA8  inCcrease-
" Industey. 7 1.0 s 1.20 10 1.50
Services. 26 1.23 11 1.64 32 - 1.56
Business. 27 1.67 1 1.00 28 1.64
U motal 60 1.43 17 1.47 70  1.59

rm e e ke A e e S R ML AE R A A MR B MR R e Ak AR S R A e e R A S SR de e e ek o A M e Ak M Ak M AR SN e AR S A R A A W R M e am ww Ee

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

Average increase in employment among these 70 units, has been of
1.59 persons, which is 111 persons in total. If we consider, say 300
working days, this méans 33300 manéays;l .

As for the new ventires the entir» employment in these ventures is
due to scheme. Therefore present total employment in' these unnits

including the beneficiary can he considered as generated due ta scheme,

The information is presented in Table 31,

Table 21:Fmployment generation (no.of persons):New Ventures.

e e e A e e e = e TR W T W W e e T A A e e deh S gk My e e o e e Y T TN R T M W W W WM TE W Y R M W e e wm e E b o ww e

Sector Family Labour Hired Lahour Self Total
No.of tAverags No.of Average : Fmpl:No.of Averagn
report- Employ- report- Emplpoy-:Total:report- Employ-
ing -ment ing -ment tNo. :ing -ment
units vnits ! ronits.

Industry 10 . . 1.10 1 1.00 17 18 1.01
Services 15 1.27 7 1.71 70 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
———————————————————————————————————————————————————————————— P - —
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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 mandafs. The asverages in Table 31 are based on only reporting
cases. Only 11 wunits had hired labour and their average was 1.64
person of they employed 18 persons. There was 179 new ventures
(working). If we consider average with that base instead of reporting
rases, the average family labour was 0.3464, average hired labour was
0.1005 persons and self was 01.9500 persons. These averages total to
.40 persnns.

The total employment generation rdue to scheme taking old and new

units together is 1,08,300 mandays.
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PROBLEMS FACFD BY THE WORKING UNITS

Problems are always there and are required to be faced either by a
SEPUP Beneficiéry or by a SEEUY Beneficiary or by !a Large Scale
Company while keeping the unit wnfking.

The large scale units are competent enough £o solve their
problems, however the SFPUP or SFRUY beneficiaries are not in a
position to solve their problems at their level. That is why the
forward and backward linkages arrangement or support systems to be
extended by the Dist. Industries centre in case nf SEEUY Beneficiaries,
is introduced.

However, it 1is suprising to note that neither the Government nor
the Banks have taken cognizance for the provision of support systems in
respect. of the SE#UP beneficiaries. ‘The problenms arglsimilar to that
of any working units and related to infrastructural support system.
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 rqason# not. know.

Generally the problems faced coan he summarised as follows:-

1. Problems regarding Banks.

2. Problems regarding Government and Semi Government offices.

3. Problems of General Nature.

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

District Industries Centre (DIC)

A) Problems retating to Bank

1) Inadequate Finance:-

SEFUY: ouf. of 241 wnits working 150, i.e. 62.24 per®ent have

.

reported regarding inadeqguate financing which is cognizable
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number. Here the no. of service, industries is 59 which is the
largest among Industry, service and business sectors. " SFPUOP:Qut of
421 wnits working 229 i.e. 54.31 percent, have reported regarding

inadeguate financing which also_ cannot he neglected. Here tho
LS

business sectoy beneficiaries' number is the largest 3.e.126 having

30.0 percent.

2. Bank Guaranttee: In the implimentation procedure itself in both the

schemes, the Rank Guarantee or Security is exempted, only,the assets

created out of the loans, are to be hypothicated.

out of the working units 241, 1in 43 cases of SEEUY and out of
421 cases, in 33 cases, the Bankers have demanded guarantors orv
security which is not only a problem, faced by the beneficiaries, but
also amounts to the voilation of norms of implimentation.

In both the schemes it is observed that the number of securities
insisted beneficiaries by the banks is the ]argey; under service

sector.

3. Disbursement Delay:-

As ragards'SEEUY henaf}ciaries, 20 working units have reported
regarding delay in disbursement whereas in SFPUP, 32 have reported the
delay. Among that also, under both the schemes the no.of beneficiaries
under business sector, 1is the largest than that of the industires and

service industries.

B) Problems relating to Government and other Departments:

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

problem of Sales Tax where as under the SFPUP there is no such 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 dve to the reason that

there are no excisable goods produced.

3. Pollution: Under the SEEUY scheme only one industrial wunit has
reported about pollution problem ount of 241 where as in SEPUP no unit

has this problem.

4, Municipalty: 7 SEFUY bheneficiaries have faced the problem of
monicipality whereas there are 8 units of SFPUP heneficiaries having

the same problem.

5. M.S.E.R: M.S;R.B. office problem is faced by 7 benefictaries of
SEEUY and 6 bheneficiaries of SEPUP scheme, perhaps this may be

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

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

hence they might not have approached the DIC about their problems.

As the SFPUP scheme is not beiny impiemented by the DIC.,. the

question of the NDIC problems will nnot Arise here.

Other Prohlems: The number of units having othar problems is 3 in case

of SEEUY beneficiaries, and | in case of SEPUP beneficiaries which is

neglegible.
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c, Problems of General Nature

In the l;st there are problems of general nature directly
connected with the preduction of the industrial units and regarding
the items dealt in by the service industries and business sectors.

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

Here it can be seen that though the no.cf units is not major but
the problem is major in case of these working units ,becasue ‘their
working 1is dependant on the sufficient availability of raw materia]s
and that too at the cheapest cost.

In SEEUY cases the nn. of industrial units is larger i.e. 7 than

tﬁat of service industries and business.

Herre one point to be cleared is that fhﬁ goods; in which the
trading is operated under business sector, are covered under raw
materjal. |

In case nf SFEUY 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 earlier. These beneficiaries may also be

facing the difficulty of inadequate working capital for want of which

they are unable to have bulk purchases at a cheaper price.

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

or its availability, are 12 in No.under SEEUY as well as SEPUP scheme.

The proper place of the venture in tha market is the dominatiﬁg

factor for running the ventures snccessfully.

-

For the proper place the haneficiary has ta pay thes huge Amount as
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deposit as well as high rent and hence it is beyond the reach éf SEPUP
beneficiaries.

| The Government 6r Municipality may think over about the problem
and arrange ta .allot the shed at a cherapar rate either ,on rental basis

or on outright purchase basis, to the beneficiaries of SEFUY and SEPUP

schemes.
3. Marketing: Availability of market is also one of the main factors

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

t

units facing the problem is the same i.r. 20.

Now a days the business world is mnst competitive and it may be
very difficult to these units in infant stage to cope up with.

As in the ofher problems, DIC might have overlooked or the
beneficiaries might not have rushed to DIC being ignarant _ about the
services expected to he extended. ‘ |

As already said the SFPUP beneficiaries have no support of any

suppotrt system.

4. Machinery: Under the SEFUY srheme 4 heneficiaries have faced the

problem of machinery where as there is no problem to bheneficiaries

under SFPUP.

The problem in this regard may bhe about defective machinery after

sale services, difficulty in operation.

5) Power 8 SEEUY beneficiaries and 2 SEPUP beneficiariey faced the

problem of power supply among which the no.of service industries units

is the largest in both the schemes.
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To overcome these problems the forward and backward linkages
arrangement is a must, because it has a relation with annual turn over
and. annual profit of the unit. AaAnd if this part is negleéted it will
result 1in repayment of loan and hence increasing the overdues of the

Baﬁk.
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INFORMATION ABOUT THE BFNEFICIARIES (WHO COULD NOT BE
CONTACTED) =

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

furnished as-under.

fa) Activity status Percent
1. Activit@y reported ;unning ‘ 5.49
2. Acticity reported changed 1.10 °
3. Activity reported closed 18.68
4. Activity reported not stored 3.30
5. Nothing is known about status 71.43

of activity (120 cases!?

(b) A/c position

On going further into the details of the positidn of
the accounts of these heneficiaries i.e. 130 cases it

is observed as under.

Percent
1} Accounts closed 5.49
2) C.G.C. claims 23.63
3) Suit filed 2.75
4} Accounts ruvnning 39.56
Total 7143
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(c) Reasons for no response

1)
2)

3)

4)

5)

6}

7)

8}
9)

10}

Rorrower reported expired

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 abhout present
address

No person of this name ever stayed
at the address

Temporarily gone out of place

Borrower not available even after 2/3

visits, address is correct
Barrower denied to give information

Total

" BS

Percentage

3.85

0.55
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CHAPTER VI1I

REPAYMENT PERFORMANCE IN SFEUY AND SFPUP

In order to study the repayment performance the, data regarding
demand and repayment is required. We had prepared two proformae,
namely A and B and the sample branch offices were_requesied to fill
in this data and submit to us. The proforma A covered the general
information about the sample heneficiary's acrount gnnh;as the purpose
of loan, amount of loan, repayment programme, position of the aceount,
rating of the account, amount outstanding as on 3I.3.lé92, etc. The
columns in the proforma were such that all of them can be 'fillpd in

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

repayment of the sample borrowers.

The problems in data

b At the time of the field work the proformae were explained to the
Eiggggk;anagers 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, wa
have even now not received the preformae from many bfanghes; As an
initial exercise we have computed repayment/demand percentages at the
branch level and the séme are presented in graphical and tabular

form. Before we discuss these graphs, it is necessary to .understand
the nature and quality of data. As explainad in the mzthodology
section we have covered in sampling procedure the benefciaries from the
begining of each of the scheme. Therefare, for the demand/repayment
data we had provided for the years from 1983-84 to 1991-92 in the case
of SFFUY and from 1986-87 to 1991-92 in the case of SFPUP and requested

the branch offices to record the cummulative demand for each of the

beneficiary in our. sample and give the figures of repayment in each
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year. To our surprise the data on demand furnished to us js gquite
unsatisfactory. After we completed our graphical exercise, ;e took up
the exercises in order to examine whether repayment performance has
some relationship with certain socio-economic characteristics 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 wete riéht. Since this
came to our notice very late we were héndicapped to cary out further
analysis of the data. However, we present the graphs in this section.
Since graphs are drawn on tha aggregats basis at the branch level, they
«till may bhe soméwhat unsefnl, Now, we are Innking for tﬁe way ton
procure the correct data. Visiting the branches and recollecting the

data may not advisable since it will require considerable time. We are

working or an exercise of generating the demand data asshming that the

repayment fﬁgurps generally are correct. On this we will have to have
discussion.
Graphs

We have taken all the data received by us for graphical exercise.
These graphs 1 to 8 pertain ta SFEUY, one page for each district. on
each of these paper the graphs for the sample branches and district as
a wholé {(Total) are drawn. Graph No.9 is drawn combining all districts
and Graph Nn.10 is reprodnction of Graph 9 by dropping gsar 1983-84
since there are no ohservations in that year and changing the scale (on
Y-axisy is appropriately} Helow each graph the data is presented in

tabular form. A wide variation in repayment percentage is abserved in
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the data. When we observe the Graph 10, it js clear that there is a
sharp decline in tﬂgfﬁﬁié ntage from 1985-86. There is rise in the
year 1988-89 and agafn fall. This rhenomenon is aisn nhserved in many
branch level and district level graphs. It Appears tkar around 1987-
88 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 into the
behaviour of beneficiaries after one year of borrowing, after two years
of borrowing etc. These graphs we have drawn only at district level.
Graph 11 covers Kolhapur, Thane, Ratnagiri: Graph 12 covers Aurangabad,
Parbhani, Nagpur and 'Yavatma]; Graph 13 refers to 1Indore and all
districts  combined graph is No.1l4.- From Graph 14 it c¢an be seen that
the repayment performance is gond, more thant 45 percent; during the
first year. declined ﬂo 35 percent in the second year, the decline
continues in the third year bnt there is slight improvement in the
fourth year fcllowed by fFurther decline.

We dn,nnt take up more detailed discossion on these graphs at this
staga since wé have many douhts about tha data.

Graph Nn.J5 to 22 form the first set for SEPIP and Graph 23 to 26
the second set. Graphs }6 shows the similar trend as shown by Graph 14

except that during the fourth year there is a sharp rise. This might

have aZrisen due to crediting of subsidy.
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'R/D In %

Repayment/Demand % (SEEUY)
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Repayment/Demand % (SEPUP)
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Repayment /Demand % (SEPUPR)

o —— i - ——— M o - G A S G mar e et P S et S R S T e

{ 2nd line indirates number of cases )

104

90 Ratnagiri
80 - /\ .
~
~.
70 :
\E— ' —a
\ o
160 -/ N
/ N
/ N
60 ~
Wsm__h_
40 --.‘___-é]
30 - /
20 -
10/
f
’ .
) ‘é T - 1
87 - es S0 -9 - ]
YEARS
~ CHIPLUN
GRAPH 16
Repayment/Demand % (SEPUP)
Branches 87 a8 89 90 91 92
Chiplun 0.00 88.11 65.96 67.14 44.25 38.72
0 6 20 31 30 28



R/D in X

Repayment/Demand % (SEPUP)

130 Aurangabad
120 /
110 — -r/'/
00 //
jh\ﬁ‘\h s
90 /jf T~ ///
v . rd
80 - // kﬂ"\\, /,/
70 - // \\}/ '
.-,‘
60 -—lk\.
N
s0 4 N\
AN
- AN
40 \\
30 \\ e S
. .‘__f‘:/-' - -‘:=:=h—'=r;u. d’:‘i‘"
20 — \\ s -’,.-i:' r gy
S
10 : P
0 ‘$///T l : l
BT - &8 £9 8D 94 93
TEARS
O MCOPMER + kAMHAD 44 TOTAL
GRAPH 17
Repayment/Demand % (SEPUP)
Branches 87 a8 89 90 91 92
M'corner 0.00 5.99 310.04 20.32 30.17 9.68
0 18 18 38 38 4]
Kannad 62.50 90 .34 R2.19 71.25 108.07 123.10
5 19 27 33 27 28

PR ——— R i e R R R R RN R R

62.50 13.61 31.11  20.87 30.66 10.15
5 . 37 45 71 65 69

- . - —— - = o T P M e o o e ek

('2nd line indicates number of cases )

105



P./’D in X%

Repayment/Demand % (SEPUP)

Parbhani

/ \
/ \\\
\ |
\
L
J ¥ !
9 90 -1 92
YEARS
O PARBHAN!
GRAPH 18

Repayment/Demand % (SEPUP)

P e e et L ]

o . o W A A AR S e e A M R N WY TR M Y G e e e ek Mk M P A S WS e A A A MR AR AR G T e e e A W S e e

0 8 15 23 32 37

e I I e T iy

( 2nd line indirates number of cases )

106



BF/D In %

Repayment,/Demand % (SEPUP)

{ 2nd line indicates number of cases )

107

Yavatmal
80
70 - /5\
/ \
60 — /// /}\\
7 N\
50 // : \\
VAR
/ N\ \\\
40 - / / NN\
/’ NN
/ \\ 1y \\
wd/ / BERNAN
. . , \\.. h— a8 —8.
) / \'\b_-“—"--— \‘-'*\
20 / ., --.-H-‘-"'; ’- ™~
/ “““'\ \-._ \‘\
. .
/ ~-e. ™~
10 -, - . g
I/ ‘—__“-"""--____“_
/ '
() i | T T T 1
87 £8 29 90 9 92
YEARS
0 CITY YAVATMAL + DIGPRAS Q¢ TOTAL
GRAPH 19
Repayment /Demand % (SEPUP)
Branches 87 88 89 90 91 92
Yavatmal 25.71 71.29 28.82 27.70 27.89 16.00
6 20 22 31 a5 28
Digras 0.00 50.07 20.38 8.48 8.50 3.25
0 17 17 27 29 30
25.71 £2.99 25.31 20,13 19.97 9,79
6 37 39 64 58



R/D in =%

Kepayvment /Demand % (SEFPUP)

22 : Nagpur
[
20 — \‘-\
'”9, "_’/""ﬁ,
AN "
{8 - \\ P
16 / .\\ //
/ \ //
14 - -\\ y
" s
‘4 —f \H/
10 -
o /
4 | /
g
a7 - 88 £9 a0 21 L2 1
YEARS
3 KAMFTEE
GRAPH 20
Repayment /Demand % (SEPUP)
Branches 87 B8 89 90 91 92
Kamptee 0.00 21.76 19.26 11.64 17.81 19.81

—— e A A e Rt S A mm e M A Sy e W A e S el e e W ey e

{ 2nd line indircates number of cases )

108



R0 In %

Repayment/Demand % (SEPUP)

a0 _Indare )
o
N\

T = / N\

I \

4 \
80 - \\

\
50 -
\__\\
497 | 13“‘~“h_‘“‘-11x\xm\u
\\

30 — \%ﬁ
20 e 1 r ;

=7 €8 . 29 80 81 D

YEARS
a LOKMANYAHAGAR
GRAPH 21
Repayment/Demand % (SEPUF)
Branches 87 88 89 90 91 92

- - — - . et S = T T S W T G oy e A e S e

L'nagar 66.67 78.35 49.18 41,22 317.68 28.55

- 4 S e G

( 2nd line indicates number of cases )

109



R/0OIn %

-Repayment/Demand % (SEPUP)

65

- "\
50'1 /// \\
45 \

40 - \

35 S~

30.“ | H

25 - i ' N

87" - &8 29

YEARS
8] TATAL

Repayment/Demand % (SEPUP)

———.——_-—————-.—.————--———_-.....-_..-_-———_—_.——-.-_—---———-——.....-

—-—————-————-..————-———-—..-—___—--———-—.—.-———-——-—-——.——--———

46.17 62.15 36.80 29.70 26.87 16.61
14 131~ 203 322 347 353

—-———_--——_-——u——.—————-———--.———-—m——-—_—u———————-—--——

{ 2 nd line indicates numbher of cases )

110

GRAPH 22



RS0 in O

0

Repayment/Demand % {SEPUP)

90
80-“\\
\'k
™~
70 - \-n._
.
.
.
60 - \.\
AN
& RN
50 \.\ N
\\\ \
40 — \ . \\"\.
AN h +
204 AN AN
'.b.-\ } \\‘. y J".q
"~ P
20 S S~ 4
r\_ ____‘__—J—-_'_E\__- \ ra
g .\-..__ \ ‘ ’,f
10 - \“a\\ 7
q\.\\:\ './l
-ﬂ '/
0 1 T T ?
1 i 3 4 5 a
i | ND.OF VEARS
0 THAME + PATHARIRI
GRAPH 23
Repayment/Demand % (SEPUP) '
Branches 1 2 3 4 S 6
Thane 52.01 27.84 15.58 18.90 1.58 29.73
86 Bl 65 30 . 9 1
Ratnagiri 80.52 63.53 36.96 .46.49 0.G0 0.00
35 33 31 14 2 0

e o e e de S Ly W EE e e A e v o e SR A MR MS Em e e e e e e war M R ST WS A A e W e

{ 2 nd line indicates number of cases )



R/D In %
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CHAPTER VIII

SOME SUGGESTIONS FOR IMPROVEMENT OF RECOVER

Administration of subsidy:

The schemes of SEEUY and SEPUP have 25% sibsidy component which is
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 ciosed. It is observed thét the deposit
is kept in the name of the borrowar for a stipulated period of
repayment and at the end of this period the amount along ‘'with the
intereét there on is credited to the account of the borrower
irrespective of the fact whether he has repaid 75 percent.of the lcan
amount or not. The scheme of fixed deposit was infroduéed in these
schemes‘ as a check for misutiliration of loan in the sense that a
number of bengficiaries of such schemes-are taking the loan only to
grab the subsidy. In scheme such as IRDP the subsidyiis credited to
the beneficiary's acéount immediately after it is received from the
government. Since wunder SFFUY and SﬁPUP 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 ig not concerned
whether thes subsidy is credited to his account tnday or: after three
years, if his account is to grab the subaidy. As the borrower of IRDP
can grab subsidy by selling his asset jmmediately and paying to the
bank the loan amount net of subsidy and take the advantagé of subsidy.
His account can be closed since the subsidy is already credited to his
account. The beneficiary under SFRUY and SFPUP.can jusf 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 subhsidy component which is in the fixed deposit and
that can take care of interest on his balance loan which is again egual
to svbsidy amcunt. And this is so even when the cendition of crediting
subsidy only after the repayment of 75 percent loan amount is observed
strictly. Thus wunless the subsidy payment is linked with the
performance of the beneficiary in terms of good repayment and also to
condition that he continuves 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 thg liability of éhe borrower is only 75 peécent even
when suit is filed. If better utilization is to be achieved the
delivery of subsidy to the benefiriary has to be linked:- with proper
utilirzation 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 besnefit of subsidy. The purpose of subsidy 1is that the
borrowers in .the lower strata of the society for varfed economic a;d
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 becoming viable
provided the beneficiary is serious about doing his business. This
purpose the borrower also should understand.

The question there arises as to how these conditions should be

and how the beneficiaries should be trained and motivated for

imposed

regularity in repayment and proper attendence to the business. This
brings in tha question of follow up and the question of training. We
shall take them up separately. Here, we' sh@f! 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 tﬁe managers showed concern ihat some
sincere beneficiaries with gond intention may not be able to regularly
pay the instalments méy also be punished under the strict linkage
between the repayment regularity and crediting of subsidy. We feel
that it is always possible to deal with these types of situations even
under the strict approcach in order to avoid wunder harrasment of
geneuvine borrowér. |
Suggestion 1 :

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 borrqwer shonld be
allowed the withdrawal of subsidy to the extent of 25% of the regular
payment he makes each time. The 'regular payment' makes shovld be
operationally defined. He should be allowed to withdraw the subsidy
after a week of his reginlar instalment payment. This .would aiéd
increase the interaction hetween the borrower and the - bank. Some
beneficiaries who are even no; are.bettgr in repa}ment‘many a times are
not regular as pér the time schedule. These beneficiaries would
improve their performanée immediately. The more irregular ones would
find that they are Joosérs unless they become regu]ar and more
difficult one m#y not change but at least they will have to face a
suit for full amount rather than the 75 percent amount.

Oon this suggestion there was one common reaction that this would

(assuming no change in the behaviour of the beneficiaries) in

result

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 is in real
terms where it is. Another guestion asked to us was 'Do we then return
the subsidy to the Government?' Our answer is "no". The subsidy now
is in_the special account, it remains there. In case the recovery is
effected through the suit filea the subsidy amount account. may be
shared between the government and the bank. A new arrangement between
the government and the bank could be worked ocut after going into this
question deeper. The non-crediting of subsidy to bad performer's
aceount would also mean that the c.g.c. claim has to be of full amount
and not of 75 percent amount. A new thinking on this may also be
regquired. 1In .any rase we feel that the beneficiary who is defavlt to
the extent of the suit has to be filed should under no circumstances be
given benefit of subsidy. .

A regular borrower will feei 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 consumption purposes. He has to arrange for.say, Rs.100, pay
te the bank ard after a week he had Rs.25 for consumption. We gtrnnglg

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

basis in some select branches.

Seggestion 2:

Follow everything in snggestion i except that the svubsidy should
be paid only at the end inséead of after every regular rabayment. But

this also tc be done only if the sccount kas been 'regnlar' and 75

‘Regular accounts' in this context

-

percent repayment is already done.

will]l have to be defined.
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Government help for recovery

Many of the officers expressed displeasure that D.I.C. has no
responsibility of recovery though recommended the SFFUY cases. They
proposed that the D.I.C. should also be involved in the recovery
process.  Some others propbsed that the revenue department should help
in the recovery. ‘ |

In this connection we were told in Kolhapur District that taking
the help of the revenue departﬁent was tried by certain Branches, But
they did not get encouraging resuvlts. When the revenue officers are
able to obtain certain amount ffom the borrower the recover} due to
government demand_ will have the first »rriority before the bank
recovery. We wers not able to assess the import of this type of
effort throvgh data base but on the basis of dirrussions we eoncludad
that this has not given significant results.

Another ppint emerged was that the commercial banks have nn legal
support as it is there for Cooperative or Land Development Banks.
These banks have legai powers of attachment but commercial banks hévé
to go to the courts. On this we coulé not cecllect reference material
for want of time. However, during our discussions with one official
from NABARD we came to knoﬁ that such powers were granted in certain
state bnt there has not been 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 crop
loan where repayment is followed immediately by new advance is such
that the recgvery appears quite good though many a times it is paper
Tn cnnperarivé sector hanks also in other.lendings the recovery

entry.

performance is really very good. °Tn short, whether ths type of legal
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power suggested would help in improving the recovery position can not
be judged unless the issue is furthetr examined.

Coming back to the help of the governméﬁt 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, namly, Chhindwada and Indore in our sample. ~ We had
discugstions with officers on the experience of the provision of the
act. In their opinion there has ﬁot been much improvement du; te these
provisions. Our 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 gavernment machinery. These figures
counld be ohtained and analysed any time.

It appear§ that ;his has helped the banks in procgdural matters.
They can send C.G.C. c¢laim after sending the case to the M.P.Government

without heing required to file suit before the claim is sent.

Better follow up and recovery arrangements

It has been observed that in general the fcllow wnp 1is not
satisfactory. Most of the branch managers were of the opinion that
since each branch is having 1000 to 1500 loan acecounts, it is not
possible to carry out the follow up work effectively. Mosat of them
said we also felt during the survey that where ever follow up was good
Ehe performance of the accounts was also good.

The question of iméroving folldw up seems Eolabe pf utmost
importance. Efforts will have to be made for increasing the follow up.

At present there are n6 checks and balances in the system for this

follow up work. Some accounts remain totally unattended to after the
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disbursement. The question ~we want to ask is whether some internal
reforms could be introduced so Lhat the follow up work at the branch
level.conld improve. '

There is no machinery for recovery at present, R;;overy is
important and involves substantial work. S}stematic assignment of the
recovery work to the branéh level staff could be done. At present the
non-officer level staff is not formally involved in the recovery work.
A change in this pratice may be thought of. |

From among the non-officer category staff some .mamhers. may be
given the recov?ry assignment as well. How this has €O'be done taking
practical problems into consideration will have to be examined. The
basic point is that at present the branch manager alone is shouldering
these responsibilites; the other staff may be helping him in ‘many
places but that is on personal 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 unde(téke both within
the branch and outdoor work, it should be possible to put the other
staff also for hoth these works. This, we know, wonld mean changing
certain impartant service condition but it is going to be useful, in
our opinion.

In addition, a proper cherck and balance system for the follow up
work done should be developed. 1t may be mentioned here that when our
visited the henaficiaires, 1in some cases that itself

investigators

worked as a follow up and specially when we asked to them about what
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they are going to do for the payment of overdues. To some of them we
asked about when last they have gona to the bank they éxpressed they
will mnow go to the bank in a day eor two. The point is meeting the
beneficiaries helps in general.

On the question of number of accaunts, work-load and optimum staff
strength, etc., again we can not give any detailed suggestions on the
basis of the present study, but we would say that if.éhe above reforms
of involving non officer staff in }eccvery are not thought of, tﬁen in
the present set up when'the number of accoﬁnts exceed say 700-800, the
staff strength may have to be improved. It may also be tioted that lack
of follow wvup i$ rot a problem for schematic lending only it is a

general prohlem and serious efforts to improve it need to be made.

Daily Collection

A number of bhorrowers have come up with the suggestion that the
bank should start the scheme of daily/weekly collection. Many of them
told tha£ on many occassion they are lazy in going to the banks, some
times they are not able to keep to the timings of the bank and most
often they wait for collecting the full amount of instalment but fail
to do so and the default continues. If daily or weekly collection
scheme 3is introduced it would facilitate repayment by this type of
beneficiaries. Wwe have to look intoc all types and plan renedies; no
single remedy is going to help vrecover: amounts from all types
{attitudinal-type) of benéficiaries.

When we discussed this with officials at various level we were
told about the experience of Lok-Mangal scheme. Tt appears that there
were many cases of misappropriatinn of rollection by the agents

appointed for the daily collection work. The daily collection of the
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same time, has been successful in many banks including cooperative
banks in wurban and rural areas. If proper checks and balances are
introduced the frauds conld be avoided.

We have An  entirely different suggetion to maka by camhining
earlier snggestion of distributing the responsihi]ity to non-officer
staff. We suggest that the .daily/weekly collection job should be 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 recovery is being received at the bank
counter today may also get ch;nnelled through them so that they get
commission like it happens with National Saving Certificates etc.,in
post cffices. The window ccllection are also somehow routed through thke
agents in most of he cases. But this shonld not deter nus from
introducing the scheme becaﬁse'we fee] this will give good results.

As regards tha rate of commission they will have to be fixed by
considering various factors. n £his respect it may bhe noteathat the

banks have to pay, 3 percent of the amonnt recovered to the Government

as service charges.

Notices to the beneficiaries

It is observed that sending the notices is not adegquately done.
TSere is perhaps again a guestion of work load. We ha?e a ‘suggestion
that firstly the system of sending the notices bf hand may_ be
introduced. This has an advantage of interaction with beneficiary, his
present whereabonts and activity position can be known and ifi addition

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

The second suggestion 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 expendituré of

seventy five paise is incurred at present.

Training of beneficiaries

Schemes shnuld be given pre-sanction as well as post -san&rinn
training which should include the importance and salient features of
the scheme, conditions laid.dbwn, methods of repayment, -importance of

repayment, purpose of suhsidy ete., at the cluster level.
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APPENDIX

ABOUT THE QURSTIONNAIRFE AND PROFORMAE

Structure of the questionnaire

The guestionnaire was so designed that it should be applicable to
the beneficiaries of both the schemes i.e. "SFEUY" and "SFPUP", and
also in snch style that it can be applicable to all types of activities
i.e. (a)- Industry, (b) Services,‘ {c) Business Activities, by and
large, as it was thought not proper to uvuse separate qﬁestionnaire. for

each type of activity.

The questionnaire is deVided into four parts:
1) The first part contains the primary as well as personal
jnformation of the beneficiary regarding his name, address, age,

education tech./prafessional education and experience ete,

2) The second part contains  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 activities, source of information for selection

of the activity, employment generation etc.

3) In the third part, the information about loan is collected.
The peints can be summarised as fqllows: amonnt of loan the demanded,
amount of loan the sanctioned, amount of the investment made, condition
of the | assets created, annual production and profit there

from,information about availability of raw materials, marketing

arrangements and repayment of loans.

4) Tn tha fourth and last pérf,- the information about the

difficulties facedl by the beneficiary is collected, which can  be
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briefed as follows:

(a)} About adegquacy of amount of loan,bank guarantee,etc:,
(b) Difficulties about the administrative offices such as Sales Tax,

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

{c} Difficnlties of general nature, i.e. procurement of raw material.
marketing arrangements, and information about repayment of loan.

L

In case of services and business sector ventures the item raw
material" is interpreted as stocks of goods purchased for trading
purposes.

While interviewing the beneficiaries at a particular place,
village, town, city, sometimes it may not be possihle to catch hold
the beneficiary ’due to some reason or other. In such cases, 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 Workers:

-

The field investigators were well appraised of both the® schemes,

the purpose of the implementation of the schemes, the implementing

agencies etc.
Fuorther the investigators were trained properly regarding

collection of data and filling up the guestionnaire in appropriate

manner.

Wherever needed the local investigators were alsolemployed after

proper training.

lnstructions to field investigators

The field investigators appointed, were of two types.:
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 working, benefits such as subsidy etc., and eligibility of the
beneficiaries, being benefitted, alongwith the norms prescribed for.

This enabled the investigators tao have all proper understanding
3b6ut tha schemes and a systematic approach regarding the interview
technic in the field. | |

In the second part of the training the gnestionnaire drafted was
explained to the investigators column by column. Some technical words
like production, profits, annual turnover were explained in detail. A
broad outline about the talcuvlation of annual production, profit of
industries, service industries and business were exglained for cross
checking the information given by the beneficiary.

For calculation of annunal production, turnover 300 days in a yea}
are assumed té he the working days whereas.in case of dairy type
industry, 365 days are assumed to be the working days.

In case (if the bheneficiary is not available, the investigators
were ‘instructed to collect the data from the representatives or
relatives of the baneficiary, who are well aware about the activities

of the beneficiary.

The investigators were also requested to obtain the signatures of

beneficiaries.

In case of the absconding beneficiary  the investigators were

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

fnarks 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 heneficiary and his address.

Proformae

We designed two proformae, 'namely A and B, to be filled in the
sample branch offices. Proforma A covered the detail 1information
regarding the sample bherneficiary's account such as date and amount of
sanction, repayment programme, rating of the account ., amount
oqtstanding as on 3lst March 1992, etc. Proforma B was designed to
record year to year demand and Vrepayment data for each sample
beneficiary. ht _the time of the svrvey these proformae were handed
over to the branch managers and the columns in these propromae wera
explained to them. The columns in ‘proforma A were such that they
could be directly filled in from the ledger. For the proforma B,

cuommlative demand data, perhaps, required to he calculated; repsyment

data was straightway available in the ledgers,
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