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Editorial :

We feel great pleasure to present this issue 'PANQRAMA' which conLaLn re;eba;;llz
paper, Articles on Arts, Humanities, Management and social science on reseat}']c dasetenSion
before our eminent highly educated readers hand. As we know Teachn: g, Researc an' ex i
are the basic dimensions of higher education. The present vo'lume PA?JOR{&MA k;s sulcd ;
effort to bring multidisciplinary studies in our compendium to gain and to dls.semmallt:f 0»\; e fh é
This is our small contribution from Unity Education Foundation Fo provide a pla ol?n km.‘ ;
various research and studies to bring before the soci.ety. Ith§ ultunamtzl§soha:1:§tthe ook is to

i ion & understanding to attain certain acco . '

e klnz‘:pl;:sgse ,c_’::efgnsr::ltéz of gratitude to Adv. AS Tapader, Chairmar? Un.lty Edudcalt;omn
Foundation and other members for there all round help & en?oura{;emem in th;s regar k'fu] !
thankful to all the authors for their support & timely coopen:ation v-wthlus. I'am also tdani . thz
Jedidah Nyawira Kimathi, Kenya for helping & encouraging us in different ways during

is work. >, n
course"l?}feﬂ:;igrial board consists of prominentbacac}em:];::'l:(s:Of:s)i:nl:[ei;}t;grings‘;:tlct;él;;z te;glcll
Universities. I am greatfull to all the esteem members for thei
B I:’mk'that the book would be of great use to those who are working on the areas
of expjr?issiy;;;] zs \ezvell to those who want to gain insight into the subje;ct..l ?Iso \:gicsgz (i/i(:lur
comments & suggestions. I wish the readers many moments of happy & inform g.
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Rural Non-Institutional Credit and Its
Consequences in Assam

Mangal Sing Kro

Abstract : The poor people of the rural Assam are still obliged to depend on non-institutional
les of institutional credit have been increasing since

credit to meet their needs. No doubt, the ro
the nationalisation of commercial banks along with the expansion of microfinance facilities. But
time is still cannot be neglected. The

the prevailing of non-institutional credits at the present
Kon-institutional finance is not for monetary interest only; rather it is also in other forms, like a

lending commodity for commodity, lending money for commodity and so on and the rate of
interest involves with the non-institutional finance is generally not in a yearly basis, rather the

interests are on the monthly basis. The high-interest rate sometime leads to a ripple effect in the

Jamily management. Based on se condary data, this paper tries to analyse to bring to light of the

prevalence of non-institutional finance in recent times in Assam.
Keywords: Institutional Finance, Non-institutional Finance, Inferest and Insolvency
= e

Introduction: ) .
The coverage of institutional finance in our country especially rural areas is increasing, Its flow

to agriculture has been increasing for the past four decades and commerc.ial banks have emerged as
the major source of institutional credit to agriculture in the l:ecent year (Mishra & Mahapatra, 2017.).
But no doubt its coverage has been increasing in the recent tlmc?s; the people of the rural areas are Ftlll
obliged to depend on non-institutional finances, such as Mahajans, traders, money lenders, relatives

. is sti itant on various grounds to purvey credit to
and so on, he banking system 5 still hesitan us grot
o on. It appears that the 2011). Thoughthe overall flow of institutional credit has increased

St . i
ov::lttdyfﬁjﬁiﬂzlzg;ﬁﬁs in the system like inadequate proyision of credit to small e‘md
marginal farmers (Mohan, 2004). Borrowing money from Sllc!l Mahajans and money lel-lders isa
common situation in our village areas- Agricultural ho'useholds with better resources find easier access
to formal credit systems compared tO householfls with fewer re.sourt:es (Anjani et a'l., 2017). Rural
banks do not provide flexible products and services tomeet the. income and.eXpeﬂdlthe Pat.tems of
small rural borrowers (World Bank Report, 2006)- .The transactions costs of '“f‘f“nf"l borrowings are
low as moneylenders are located conveniently, loan procedure 1shmb.mjmal and cashis disbursed promptly
even at odd hours (Anjani et al,, 2007). They lend !noney 10 the borrowers not for the interest (cash)
only rather they lend money intending to gain !:he fhfferent ff)rms ofwealth. Oft.hc borrowers also. The
lending of money to get rice after a specific periodis predominantly happening in our v111ag'? areas. The
poor farmers to get double quantity besides money

] . tity of rice 10 the
enders lend some specific Uan ity i financial market. These kinds of lending ultimately create

lend: . -institutiona :
;:;itmg are also seen in ctll"le nt(:: enforces them 10 sell their lands, animals, other properties etc. to clear
trap and the expanding 2P land because of some reasons are forced to borrow

their liakiite: -1+.¢ who have lost their .
eir liabilities. The families W. 2015). One of the jmportant points here to be noted is that the interests

money for their livelihood (D25,
Js ' College

Assistant Professor, Lakhimpur Gir
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charged by most of the village money lenders are month
Informal Credit for Policy Development in India
for Building Inclusive Financial Sectors”
Kabuliwallah from the borrowers is 8 to 10 per
Objectives of the Study:
1. To know how rural poor peo

2. To analyse the impact ofno
Methodology:

This study is based on secondary data, taken from NSS and RBI data, Mor
also based on different research articles published in different journals,
Different Forms or Purposes of Lending of Non

The Traders, Mahajan or the village money |
forms or purposes. Sometimes they lend in form of i wealth forms.

1. Lending Money to gain Money: The Mahaj illage money lenders lend money to
geta high return in the form of money. They,

getah generally, charge a high-interest rate monthly. For example,
if the interest rate is 20% then these interests have to be paid monthly,

ly. Rafique (2006), in his paper “Implication of

has shown that the average size of interest taken by
cent per month.

ple are still dependin g onnon-institutional Finance.
n-institutional finance on the rural poor.

cover, this study is

-Institutional Finance in the Rural Areas
enders lend credit to the poor people in different

agreed price. They lend not for rice only, but also for other go
agreed price is generally lower than the prevailing market
3. Lending commodity to gain commodity: Th :
4 : T'he Mahga s
commodities from the borrowers, For example, if the Mahaj Jan lend commodities to get more
Is, ie.,

anlends o i i
then the borrowers have to pay two quinta e g
borrowers, generally, borrow during seeding

ods like bete] nut, bamboo ete. And the
price.

Borrowing from Mahajans or Villa
well records, Moreover,

properties too, The

' Institutiong] sources
; mergenci
embers and admisgjon fee for their chj SETeles, such as health

€m to more de devacs VAR i e E‘t@[“ “‘: k_l \ | n
Lm‘"r“ﬁ'“‘“\m‘;‘%“"“‘“f“mfmnaﬁéz , ey h.‘?g_fz mm@y ! d h Pi nhlem 1S one of the
the opportunity ip the U8 afso 2R,

rural crediy i
money lenders to afforq their basi; n?:;::;};ﬂ? villa
I'mmense fequirementg of formalities fo )
mentality of poor People from the rborrowin

e righ
illiterate farmers do not [jke ¢, face Sgué;r?ck tothe g

track to where they can gey Very easily

Money lenders are getting

0oblj
‘ﬁi(: 10 depeng on the village
0 i
om the instimtionasuppﬂﬁ their livelihood.

Ifinanceg also divert the
Ncia] mgy

ket. Although poor
€ lenders, 1185, there foy o

© they change their
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! : lenders but often neglected in
: borrowing from village money e times
h ortant reasons for ink alcoholic liquid. Some
. One .of the imp diture for alcoholic goods. Many poor people drink a T e
- :js wiit le borrow money from the village money lenders for pur
some habituated poor peop

; 2
goods. ! Ivency for a Long Time? :
How Does Non-institutional Finance Create Inso e poerty and lack of proper knowledge in the

L 1 I' = . .
The main two reasons for creating insolvency a the loan from non-institutional sources
" r village farmers take : t of the poor
utilisation of borrowed funds. The poo diture (basic needs). Asmos

) : Iter and health expen ; % e Thgtefire,
i — BdU; af:mr::’e:ft(.)l’lc:}i”dsgiot like to face the institutional financial formalities
farmers are not educated, hen

v (i -institutional
ery easily (i.e.,non
here they can take v : is generally
. those sources Where Z interest rate is g
SRR Dalmo S n-institutional credit 1s very high and thi once they take from the
e imems’tfmte lt:’llloengorrowcrs face the problem of repaymen
monthly basis. Therefore,

. ituation.
g s is a common si
lenders, reity of such good

ds face from the sca : torgtine; bisice, the
The farmers who producedf‘t};e loans are usually trapped in debt for a long
When the farmers unable to repa

ns ar le is rice which the
f such examp 3
repay in the foriobapeds. L8 C“llage poor farmers are subsistence
s sl go)otij : oihe problem of scarcity. Gencrsny’t‘l?e scarcity eventually takes place
Producers of rice (farmers) face the form of rice then

i indebtedness
. ay in . e ruml areas are In
farmers, therefore, if they sell r:)r 1‘(H:IjélxsylﬁerNSS, 5.9% of households m;hindebtedness to institutional
i i £ ar ;
Which ultimately lasts for along tlmﬂf"/ of households of rural Assam to institutional finance is 14.8%
ol eSS 4;1 :1 the urban area, iﬂdebtedness v the percentages of household
i 1 ore,
ot L3, Ot Othm-'hartlitutional finance (3.6%). Th::ef :han urban areas’.
Whi 0 annon-ins ) eas are MO .
Which 11.2% more tl_’ tutional finance In rural ar d Non-Institutional finance e
Indebtedness to non-institu of Institutional an d non-institutional sources. Therole
Comparison between the share from both institutional an tionalization of banks. The expansion
i . : ati
The rural credit can be tak;:ve been increasing since then
COverage of institutional finances

tive
i ral banks, coopera
ty st h as regional ru ;
h financial oL rage of the institutional finance. The
i g ove
Of these branches along with othe o rgas e
tions 1N¢

. i te rural areas. Butthe
bankg and other microfinance lnStltl.l i spreads e .
8overnment policy of financial inclusion effec. 0 i |
ent polic . ' es
share of N P In t');;utional finance 10 outstandlr;g]on_ Institutional Agencl
Figane SSlh f Institutional and
Figure2: Share o oL
Debt of Assam in Rural Areas (in %)

en inremo :
l~011&;3 ; high. The outstanding cash
A in Outstanding Cash

80
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s flwre—m o~ Institutional
| 50T —a-Nonnstitutional |
30 —

y __ I | = Fa i

; e N ) e e ———

a— 1 PP 012

iy = .:_'_;[u‘;j 1991 2002 2 _ |
1971 q - d | btan

i Ot Roun . .
ke Essarlndia' Evidence from “All In
dit in Rur :

fIndia (2013).

ndebtedness in
fInformal Cre
eserve Bank 0

Source: (1) Household
(2) Persistence od .
lnvestment Survey” and Beyond.



i Pancrama

Dues of institutional finance had decreased by 4%
increased by 35% from 1981 to 1991. On the other hand,
from 1991 t0 2002. Its share increased by 14%

from 1971 to 1981, but its share marginally
its share again turned down (8% decreased)
from 2002 t0 2012. The outstanding cash dues of non-
ngand its share in 2012 (28%) is much lower than in 1971

from 1981 to 1991. The

maintaj gonly for the consumptions
3 INtain rurg : i =
experts for the proper utilisation, of borrowed funds. the government may appoin

3. Edutainment Programme: Edutainment Programme may be ¢
education to the rura] poor.

4, Development of Allied activities of Aprei

: R griculture: T . & G
agriculture will improve the R Sea Ead he development ofallied activities of
advanced rural areas; This fin

ancial improvement will req agl‘iculturally dEVeloped nor industrially
credit of the rura] poor. uce the dcpendence on the non-institutional
Conclusion:

ffective in imparting financial

banking branches and microf
The introduction of Self-He]

me formalities, lack of

; banks, i sufficient resources in
SOUrces of credit gy, : »Hliteracy ete,
References: it du”"g their e

lead the rural peoplc to

3 _ ist,
All ~India Debt gpg Investmep, S ence of Informq) Croui

dit in Rurql
3-Kumar, A., Singh p ¢ ¢, Umar, p 02’; o Reserved g mf I
the Choice of Credit Sourcey Indi ) o) e itand ffecting

actors Affectin
CoOnomies. Vol-62. No.3

Pment in [ng; T
“al Vol-13 N, tndia for Building

An Overview.

71
Panorama

ia. Journal of Rural
015). 1 formal Finance- A Case Study of North East India. Jour
6. Das, T. (2015). Into

Development. Vol-34.No.1.
7. Mohan, R. (2004). A
Bank of India Bulletin.

8. Kumar, A., Mishra, A. K., in India; Evidence on Impac
Credit to Agricultural Households in India:

ELSEVIER. _
9. DevarajaT.S. (2011). An Analys!

9/
India. http://sibresearch.org/uploadsﬂf?f

k. ¢
a | Poor. The World Ban
e . ing Access 10 Finance for India’s Rura

Basu, P. (2006). Improv

ituti Non-institutional
i i 017). Institutional versus :
Sam—hs‘&JOShl’ b t from a National Farmers’ Survey.

gand Agricultural Credit Policy in

i j ssed
9/2799227/ mstitutional_ﬁnancmgﬁ-_devaraja.pdf (acce

s of Institutional Financin




| ISBN : 978-81-935219-6.1|

AR




