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Chapter - V

Utilization of Loan, Repaying Capacity and Repayment

Performance of Borrowers
5.1 Introduction

Credit is considered as one of the main Inputs in any economic
activity and such credit, if used properly. can create wealth for the
upliftment of the weaker sections of the society. It is believed that
utilisation of credit for a scheduled productive purpose has a direct
bearing on the repayment behaviour of the borrowers. Productive
utilization of borrowed money and timely repayment of due instalments
largely determine the success of a lending institution. Repayment of
loan in time is a main factor as it helps the bank to run its business. It
also benefits the farmers by reducing their debt burden and helps them
get a fresh loan in future' while unpreductive utilisation and irregular
repayment or non-repayment of loin has certain depressing effects on
the credit institutions as these diliite the entire loaning business. For
example, if credit advanced for crop  production is used for
consumption or unproductive purposes, the resultant impact on
agricultural productivity will be difterent from what was expected from
proper use of it. Such diversion mav adversely affect the repayment

performance of the borrowers which in turn leads to overdues.

In this present chapter an attempt has been made to examine the
extent of utilization of agricultural loan. repaying capacity and
repayment performance of the borrowers The reasons for default of
loans in the study area are also analvzed The chapter s divided into
three sections. First section deals with utilization pattern of loans.
Second section presents repaying capacity and repayment performance
of the borrowers and the last section examines the reasons for default

of the borrowers.



5.2 Utilisation Pattern of Loans

It is generally believed that credit should be used for the required
purpose for which it has heen sanctioned. Productive utilization
borrowed money  coupled with timely repayment of loans largely
determines the success of g lending institution2. The usefulness of
credit is determined by the extent of benefit of the farmers and the
proper utilization of credit enables 1o raise agricultural productivity.
But the difficulty arises when the credit given for the particular
purposes are misutilised. It becomes the burden on the borrowers and

creates the problem of overdues.

In view of the importance of the proper utilisation of loan for a
scheduled productive purpose. a direct interview of the borrowers was
conducted to get information regarding utilisation of loans by sample
borrowers. But in collecting data we faced the greatest difficulty in
eliciting replies to the questions i the schedules from the reluctant
and illiterate farmers. Even after m uch effort we got success in knowing
the responses of the sample borrowers regarding uses of credit. The
utilization of agricultural credit for the allotted purpose 1s presented in
table 5.1. The table indicates that 143 borrowers out of 160 (89.38
percent) utilized the loan for the required purposes and 10.62 percent
of them did not utilise the loan for the scheduled productive purposes.
During field Survey some borrowers have reported that they have used
the loan to meet their social needs  and immediate  medical

requirements partly due to poverty and partly due to 1gnorance,

Table 5.1: Utilisation of Agricultural Credit for the Required

Purposes

No. of borrowers who ' No. of borrowers who

No. of res di o . S
( ponding utilised the loan for the did not utilise the loan

borrowers . . .
| required purpose tor the required purpose
‘*‘""““isggcz;g;gg**"""'”“‘” 8oy TN R—

Source :  Interview Responses.



5.2.1: Extent of Diversion of credit

Utilisation of credit is normally examined in the context of the
purpose for which the loan has been advanced and the purpose for
which it has been actually used The difference between the two
represents the extent of diversion of credit Diversion of credit from
productive activities to unproductive activities creates a challenge for
all people as it reduces the benefit of the borrowers. The problem of
diversion of credit in the district was affecting the repaying capacity of

the borrowers adversely and leading to defaults.

During field survey the borrowers were asked to state the purposes
for which they availed the loan It was found that the borrowers availed
crop loans and business loans. In this present study the utilisation

level is classified into three heads. viz.
utilised in full |
utilised 1 part,
and not utilised at ail.

The utilization pattern of crop loans by the sample borrowers is
presented in table 5.2. The table 5.2 reveals that 66.94 present of the
borrowers (81 out of 121 responding borrowers) have fully utilized the
crop loan for the intended purposes., whereas 23.14 percent have
partially utilized it for the required purpose and 7 44 percent of the
borrowers did not properlv utilize the loan availed. Thus overall 33.06
percent of the borrowers have misused the loan availed. It means that
they have spent a part of the loan for the required purpose and another
part of the loan for the unproductive purpose This highlights the acute

problem of the diversion of crop loan it the district of Jalpaiguri.



Table 5.2 :
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No. of Borrowers

B
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' Utilized in | Utilized in
Farm size Total Utilized 1n | 11 fze‘c in
Full , part
. SF 59 44(74.58) | 13(22.05)
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“MF* indicates medium farmers
Source: Field Survey , 2006-07

The study further shows that

Extent of Utilisation of crop Loan in the District

4-
|

Not
- utilized at : TOt.a.l
* misutilised
all
2(3.39) 15(25.42)
6(14.29) 16(38.10)
4(20) 9(45)
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74 58 percent of the borrowers

under small farmers category have fully utilised the loan for the

required purpose whereas 25.42 preen have misused the loan advanced

for crop activities. 61.90 percent of he borrowers under marginal

farmers category have fully utilised the crop loan and about 38 percent

have misutilised the credit advanced for crop production. While 55

percent of the borrowers under medium farmers category have fully

utilised the credit for the intended purposes and 45 percent of them

have not properly utilise the loan availed. The exten of misutilisation of

crop loan by the borrowers is depicted in diagram 5.1




Figure 5.1: Misutilization of Crop Loan
by Borrowers
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Table 5.3: Classification of Diverted Crop Loan in the District

Borrowers who have partially spent the loan for |
the required purpose
Percentage ) N ' WM}"é}‘bentage
125-50 ” e 3571
50-75 N 5 T 17.86
75-100 o G 3214
Total . 00

Source: Opinion Survey

On the basis of the analysis of table 5.3, it is clear that 14.29
percent of the borrowers have utilised | to 25 percent of the loan for
the required purpose. Similarly 35 71 percent of the borrowers have
utilised 25 to 50 percent of loan, 17.86 percent of the borrowers have

utilised 50 to 75 percent of the loan and 32.14 percent of the borrowers



have spent the maximum i.e.. 75 to 100 percent of loan for the required
purpose. It is, therefore, clear that 50 percent of the borrowers have
utilised less than 50 percent of the loan for the required purposes,

spending remaining loan for unproductive purpose.

The utilization pattern of business loans availed by the borrowers

is discussed with the help of table 5 4

5.4: Extent of Utilisation of Business Loan*

! No .of Borrowers
T M e

TF' . Total | Fullv. = Partally | Not | Total

) rarm size L Utilized - utilized utiized | misused

SF 5 3600 120 : 1(20) L 2(40)

COMF 10100y | 5500 440) 10 5(50)

et RS S . o S — H— ]

| ME* ][ -

[ ,w_r"__,‘._,. U ‘, o - e f_.Aﬁ,.. IS ,,,._,f,,.._.,_,.k“_ﬁ
AL 1 24(100)  17(70.83)  4(16.67) | 3(12.5 7(29.17) |

P —— T T S Jj.wm B e — |

. Total f 39(100) | 25(64.10) 9123.07) 1 5(12.82) - 14(35.90) |

S SN SV
Source: Field Survey, 2006-07
* Also includes cattle loans

The Table 5.4 reveals that 6410 percent of the borrowers (25 out
of 39 responding borrowers J have fully utilised business loan whereas
23.07 percent have partially utilized the loan for the intended purposes
and about 36 perceni have not properly atilize the loan availed. It may

be further noted that (table 5.4) 50 percent of the borrowers under
marginal farmers categorv  have misutilised the loan, while the
corresponding percentages of borrowers under small farmers and
agricultural laborer classes are 40 and 2917 percent respectively . The

extent of diverted business loan is shown in diagram 5 2



Figure 5.2: Misutilization of Business L.oan by Borrowers
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On the basis of the analysis of table 5.5, it is clear that 44.44
percent of borrowers have utilised 1 to 25 percent of cattle loan for the
allotted purpose . similarly 44.44 percent of borrowers have utilised 25
to 75 percent of loan and remaining 11.12 percent of borrowers have
spent 75 to 100 percent of loan availed . It 1s thus clear from the table
5.5 that 66.66 percent of borrowers have utilised less than 50 percent

of loan for the required purpose

Table 5.5 : Classification of Diverted Business Loan in the

District
T T Borrowers who have partially utilised the loan
e M”mr the required purpose
~ Percentage of Loan No | Percentage J
1-25 | 44.44 |

A —— : v o —

25-50 22.22
5075 | 22.22

75-100 | : « 11.12 |
;.,, e e ek _ N g s B ]
'; T ptal ‘ e : 100

“Source : Field Survey. 2006-07



5.2.2 Causes of Diversion and Misuse of Agricultural Credit in the
District

As we have stated earlier in this chapter that 17 borrowers out of
160 surveyed have not utilized the loan for the required purpose. It
clearly indicates that they have diverted it from productive purposes to
elsewhere while 37 borrowers have partially Broadly, it can be
concluded that 54 borrowers (I7 who have not utilised the loan for
intended purpose plus 37 who have partially utilised for the required

purpose} out of 160 borrowers have not utilised the credit up to the

mark for required purposes in Jalpaiguri district.

During field survey the borrowers were asked to state the reasons
which compelled them to misuse of agricultural credit disbursed by
UBKGB. The flowing identified reasons are responsible for the misuse

of credit in the district:

a. Inadequate amount of loan
b. Illiteracy and lgnorance.

c. Untimely credit.

d. Poverty

€. Spent on iliness

f. Lack of proper Supervision

Due to limited sources of mcome of borrowers, they are forced
to divert the credit availed for members. It is fair to mention that the
credit given to the borrowers in certan cases is found to be inadequate
and this inadequacy is a cause for misuse of credit. During the visits to
the borrowers for collection of data. some borrowers have reported that
due to their illiteracy and ignorance thev can not pull-up their credit
financed activity properly and efficiently. It results in misuse of the
loan. Some have borrowers reported that thev can not get credit when
they are in need because there s there is considerable time lag
between the date of application for loan and date of sanctioning the

loan. In the mean time they are {orced (o borrow money from local



baniyas® Due to acute poverty a large number of borrowers have

misutilised the loan availed.

It is generally believed that institutional credit is designated as
“supervised credit”.The credit agencies have to play a more dynamic
role by stressing the supervision and guidance aspects of credit more
than credit deployment. But unfortunately these aspects have not yet
received due recognition in the present institutional set up. Due to
inadequate number of supervisory staff. they do not devote adequate
time for supervision and guidance On account of this, there 1is

misutilisation of credit even when it is given for productive purposes.

On the basis of table 5.6 the reasons responsible for the diversion
and misuse of agricultural credit n Jalpaiguri district, the following

meaningful conclusions may be derived.

It can be seen from table 3.6 that 25.93 percent of the borrowers

who have misutilised the credit have reported that inadequacy.

Table 5.6 : Reasons of Diversion and Misuse of Credit

Reasons responsible No. of Misusine |
for diversion and R 5 | Percentage to total
) . ‘ Borrowers |
misuse of the credit
| a) Inadequate amount 14 5503
of loan
b) illiteracy and . | 1111
ignorance l .
¢) untimely credit G ‘ | 16.67
d) poverty o & 7 | 14.82
) Spentonillness o . 12096
fy lack of proper : - 18.50
supervision f o Jr N
' Total | s 100

Source: Field Survex~2i)0607 a

Of credit is the reason compelling them to do so. Diversion of
loan amounts for lack of proper supervision is the second important

reason for misuse as admitted by 1852 percent of the borrowers. 16.67
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percent of borrowers (9 out of 54) have reported that they can not get
loan in time. The basic reason of delay 1n getting the loan is the
lengthy formalities. That is why they can not use credit properly. 14.82
percent of the borrowers have misused the loan due to their acute
poverty. Actually it seems relevant as 81.25 percent of the borrowers
(130 out of 160) belong to small, marginal and landless categories in
the district and only 18.75 percent are comparatively better off farmers.
12.96 percent of the borrowers have reported that the general illness of
their family members is responsible for the misuse of credit on their
part. 11.11 percent of the borrowers have disclosed that due to their
illiteracy and ignorance they can not pull up the credit financed active

properly and efficiently, which in turn have resulted in misuse of loan.

The foregoing analysis on utilisation of loans reveals that 33.75
percent of the borrowers (54 out of 160) have misutilised the loan either
partially or fully. The study further shows that 33.06 percent of the
borrowers have misused the crop loan and 35.90 percent borrowers
have misused the business loan. Thus the incidence of misuse of loan
by borrowers is comparatively high on business loan as compared to
crop loan. In the district, diversion of credit for inadequacy of loan and
lack of proper supervision are the two main rcasons for misuse stated
by the borrowers of crop and business activities. Since only a minority
of borrowers misutilised the credi disbursed by UBKGB, the
hypothesis that “majority of the horrowers misutilised the credit

disbursed by UBKGB” is rejected here

5.3 Repaying capacity and Repayment performance of the Sample

Borrowers.

Repayment of loan 1s a function both of repaying capacity and
willingness to pavS. We first analyze in this section the repaying
capacity of the borrowers of the studyv area. When credit is supplied by
any agency, a major consideration is the repaying capacity of the

person getting loan. It may be assumed that repayment performance
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will be good if the activities undertaken happen to generate sufficient
income. The generation of income in fact shows the repaying capacity.
Although the fact that repaying capacity and repayment performance

may very, they may be taken positivelv associated in general .

The repaying capacity depends upon the returns from the activity
or business in which the debtor is engaged. As repaying capacity
depends on returns from the activity it 1s measured in our study in
terms of surplus income from the activitv. For this purpose during field
survey the borrowers were asked to state whether they achieved have
surplus income or not from the activitv undertaken. Based on the
information so collected an effort has been made in this section to find
out the position of income generated from loans disbursed by the
UBKGB. Table 5.7 and 5.8 discuss the income position generated from

the activities against which the loan was sanctioned.

Since the repaying capacity is positively related to the viability of
the activity against which the loan is sanctioned, we have shown
position of income generated from the activitv undertaken. The position
of income generation from the activities e, from business and crop
loans is analysed in tables 5.6 and 57 12! horrowers have obtained
crop loan from the UBKGB. Out of (21 borrowers 43.80 percent of
them have obtained surplus income and 32.23 percent of the borrowers
are in deficit. 23.97 percent of them have responded that they have
neither achieved any surplus nor accrijed anv deficit From crop loan
35.59 percent of the borrowers under smali farmers category have
achieved surplus, 40.48 percent of marginal farmers and. 75 percent of
medium farmers categories arc iz surplus. 47 46 percent of small
farmers and 26.19 percent of marginal farmers have obtained deficit
income from the utilisation of loans and 16 95 percent of small farmers,
33.33 percent of marginal farmers and 25 percent of medium farmers
have obtained neither a surplus nor a deficit. In all. the loans granted
for crop activities seem to be beneficial for those who have

comparatively strong land-base (medivm farmers). This requires a case



for more equal distribution of land asset among the farmers. Table 5.7

shows the position of income generated from business activity for which

UBKGB has provided loans to sample borrowers.

Table 5.7 : Position of Income Generated from Crop Loan

11(26.19)

Deficit

28(47.46)

NI Total
10(16.95)  59(100)
{4@3,33) - 42(100)
>(95) 20(100)

Farm size Surph;;
SF 21(35 59)
MF* 15(’75;
AL "
*T(;tdl 53(473(&;5) | |

20(23.97)  121(100)

39(32.23)

Source : Interview responses.

Table 5.8 : Position of Income Generated from Loans for Business

Farmsize | Surplus  Defici Nl Towl |
w0 e | s
MF 3(30) 5(50) 20 10(100)

A 9@7E  o@r s e | 24100
Total 16(47_{&35)” ‘14(3’5 90) 0(2308) 397(771"00) |

Source : Interview responses

In all 39 borrowers were provided loans for business, 12.82
percent of small farmers, 25.64 percent of marginal farmers and 61.54
percent of landless labourer categories of the horrowers were provided
loans for business purposes out of 100 percent of marginal farmers
category of borrowers. 30 percent f them have responded that they
have obtained a surplus income from utilization of loan and 50 percent
of them have obtained deficit while 20 percent have responded that
they have not achieved any surplus nor accrued any deficit. Out of 5

small farmers, 80 percent have responded that they have achieved a
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surplus income and the remaining 20 percent have responded that they
have neither achieved a surplus nor & deficit from the utilisation of
loan. While in the case of landless labourers, 37.5 percent of the
borrowers have obtained surplus or deficit while 25 percent have
neither achieved a surplus nor a deficit. Overall a majority of the
borrowers (41.02 percent) who have received loans on business have
responded that they have obtained a surplus from the activity, while
35.90 percent are in deficit and remaining 23.08 percent are neither in
surplus nor in deficit, Thus we see that small farmers have been
benefited most from the loans on business. Agricultural labourers also
seem to have benefited from loans on bu siness .This may be on account
of the fact that in the absence of land they have to depend on business
for their livelihood .On the other hand, medium farmers have not
benefited from business activity. Thev are more interested 1n
strengthening of their farm-base by taking loans for agricultural

purposes.
5.3.1 Repayment Performance of the Sample Borrowers

The success. the viability and sustainability to be precise, of
financing different activities of the rural poor does not depend only on
the provision of financial assistance. It equally depends on the
borrowers’ capacity to repay their loans regularly so as to enable the
banks to further recycle of funds. The credit cycle has three major
segments: The first is to mobilize resources, the second to lend them to
credit worthy borrowers and third to recover whatever has been lent so
that the recovered amount may be recycleds. Recycling of fund is,
therefore, an important determinant of credit expansion. This recycling
of funds is seriously threatened by the tendency of the borrowers not to
repay the loans. This tendency also results in increasing overdue
accumulation vear after year Locking up of funds in overdue restricts
the capacity to recvcle and push up the loaning business of the banks.
Hence the loan repayment with mterest by borrowers is necessary for

the smooth functioning of institutional credit system.
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Based on the data so collected an effort has been made to find
out the repayment habits of the loaness. The repayment performance of

the borrowers have been analvzed in tables 5.9 and 5.10

Table 5.9 shows the repayment performance of the sample
borrowers who were given loans for crop production. Overall 30.58
percent of the borrowers have fully repaid the loan at the due date.
51.24 percent of the borrowers have partially repaid the loan. 18.18
percent of them have not paidback anv single instalment. Table 5.9
further shows that 75 percent of the borrowers under medium farmers
categories have not repaid a single installment. 33.90 percent of the
borrowers under small farmer categories have repaid in full at the due
date and 66.10 percent have repaid the loan amount in part. Under
marginal farmer categories 28 57 percent of them have repaid in full
while 54.76 percent of the borrowers have repaid the debt in part and
16.67 percent have not repaid a single instalment .Here fully repaid at
due date is noticed in the case ot small farmers (33.90 percent) and
marginal farmers (28.57 percent} and medim farmers (25 percent)
respectively. However, in terms of these types of loans also, 51.24

percent of borrowers are found to be making partially repayments.

Table 5.9: Repayment Performance of the Sample Borrowers for

Crop Loans

L __ Repayment Level

" Farm size Fully Repaid Partially 7 Nothmg i Total

‘* at due date = Repaid nll date Repaid til 1

| of survey date of |
SF | 20(33.90) | 39(66.10} “ | 59(100) |
(ME | 120857) 230 | 70667) | 42(100)
YI}/IF* B M“l - 5(25) 15(75) ‘k 20(100)
" ) i — |
FL;_A,‘L,,MM e e ._.wu_d___%
gLW’I;(?tal | 37(30.58) 52(51.24) 22(181%} 121(100) |

Source : Field SL1th>\7éOO6()7
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Table 5.9 shows the repayment performance of the borrowers
who were given loans for business purposes. While 00 percent of
marginal farmers who have obtained such loans from UBKGB, are
found to be repaying the loan amount partially and remaining 10
percent do not pay back any installment whereas 60 percent of the
small farmers have repaid loan amount in part and 45.83 percent of
the agricultural labourer classes are partially repaying the loan
amount. 40 percent of the small farmers have not repaid even a single
instalment and 4 Agricultural labourers or 16.67 percent of agricultural
Jaboures do not pay back any instalment. Out of 24 agricultural
laboures 37.5 percent of them have repaid the loan in full. An
interesting reading is that 37.5 percent of the agricultural laboures are
found to be repaying business loans in full while no other farmers come
under this category 60 percent of small farmers and 90 percent of
marginal farmers are found to be repaving the loans partially while 10
percent of marginal farmers. 16.67 percent of agricultural laborers and
40 percent of small are found to be making no repayment. On the
whole 58.97 percent of the total borrowers who have raken business

loan are found to be making partial repavments.

Table 5.10: Repayment performance of the sample Borrowers for

Business Loans.

Repa‘v ment Lf vex

Farm 8126—’T FuHV Repdld Par tmllf» N‘oihl—ng “..’:EMMWTI‘otal

- at due date - Repaid till Repaid till

‘ date o date of
surves Survey |
s S . I - S i ST RIS DUSSETR S -
S N S R LT ]
' MF | GO0 1(10) | 10 |
l,,.,,,.,A,,.,,,. .Wﬂ,,f.ﬂ,w#.-!.,f.ﬁ_, e o e SRR S Lo S S s ‘;L_.v - ,,,.,A,__‘,___._____ﬂ‘x
MF - S

B mmm—

9(37 5) Vllz4>83) 4(16.67) | 24(100)

A | | | |
Total | 0(23.08) | 23(38.97) - 7(17.95) . 39(100)

UJ

ource Field Survey 2006 ()7
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Table 5.11 shows the overall repavment performance of the
sample borrowers. Overall 28.75 percent of the sample borrowers had
repaid the loan in full at the due date. 53 12 percent of the borrowers
had paid back the loan in part til the date of survey and 18.12 percent
of the borrowers did not pay back any single installment of the debt. Of
all the small farmers categories 31.25 percent of borrowers had repaid
the loan in full and 65.62 percent had partially repaid the debt .In
marginal farmers category 12 borrowers or 23.08 percent of the
borrowers were making repayments fullv, 32 borrowers or 61.54
percent of the borrowers were making partial repayments and 8
borrowers or 15.38 percent did not pay any single installment. Under
medium farmers category 5 borrowers or 235 percent had repaid the
loan amount fully and 158 borrowers or 75 percent were making no
payments at all. Finally under landless labourer classes, 9 borrowers or
37.5 percent were making repayment fully. |1 borrowers or 45.83
percent had repaid the loans in part and 4 borrowers or 16.67 percent
had not paid back the loan amount. Thus from the field study in the
district it is found that only 28.75 percent of the borrowers had fully

repaid the loans.

Table 5.11: Overall Repayment Performance of the Sample

Borrowers
- ~Level of Repayment
Farm Size | Fully Repaid Partially Noting f Total
at due date Repaid till  Repaid till
date of date of
| oL Survey  Survey

SF 20(31.25) 42005 62) . 2(3.12) 64(100)
MF 12(23.08) = 32(61 54} 8(15.38) 52(100)
MF* 5(25) 7 B - 15(79) _ 20(100)
AL 9(37.9) 11(45.83)  4{16.67) 24(100)
Total 46(28.75) 85(53.12) ©29(18.12)  160(100)

Source: Field Survey 2006-07



5.3.2 Repayment Performance of Loan Amount by the Borrowers

During field survey the data on Principal and interest repaid were
collected by Perusing the loan Pass book and with the help of
discussions with the borrowers. In this way loans outstanding and

loans repaid of each borrower was determined.

Now in order to find out the loan repaid as percentage of loan

outstanding we have used the following formula:

Average loan outstanding

Loans outstanding and loan repaid of each borrower include
Principal and interest. Table 5.12 indicates that average amount of
principal and interest demanded by the UBKGB is estimated at Rs.
0416.12 whereas the mean amount of loan repaid by the borrowers
comes to Rs. 3449.01. Therefore loan repaid as percentage of loans
outstanding is estimated as 36.63 percent. The repayment performance
of the borrowers in the district according to farm-size is presented also
in table 5.12. Farm-size wise analysis of loan repayment (table 5.12)
reveals that in percentage terms, the repayment Performance is better
for the medium farmers (48.85 percent| followed by marginal farmers

(35.40 percent) agricultural labourers (20.94 percent) and small

farmers (26.59 percent) respectively.

Activity-wise data contained n table 5.13 reveal that the
repayment performance by the borrowers for business activity is lower
that of crop activity. For crop activity the repayment performance is
better than for the medium farmers (63.90 percent) and worse for the
marginal farmers (53.86 percent} whercas the repayment performance
for business activity is better lor the agricultural labourers (57.60
percent) and worse for the marginal farmers (3540 percent).The
diagrammatic presentation of loan repaid position of the borrowers 1s

given in Figured. 2.
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Figure 5.3: Loan Repayment Position of
Borrowers
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Table 5.12 : Repayment Performance of Loans by the Borrowers in

the District

Mean ' Mean Loans | Loans Repaid as

outstanding Repaid percent of
Loan (Rs) : Loans

outstanding

SF T Thkg088 0 77108 26.59
MF_ 205075 104450 3540 |
MFE 209344 1462.19 48.85 |
AL 57006 17125 2994 |

; Farm size l
! |

Total 041612 344901 | 36.63




Table 5.13: Activity-wise

Repayment Performance of Loans by the

Borrowers
Crop Activity | Loan repaid Business agfi\;lty Loan repaid
Mean Mean as- Mean Mean as
outstanding | loan pereentage  yurstanding | loan percentage
loan repaid of Ioan. _ loan repaid of loan_
outstandmng - ’ outstanding
SF 11545 6374.97 55.22 i - 1545 4429.8 38.37
MF 11803 6356.57 53.80 11803 4178 35.40
MF* 33932 21682 | 63.90 - -
AL - - - 6302 3629.92 57.60
Total | 15334.88 | 8898.66 58.03 ~ B384.69 3873 46.19

Source : Field Survey. 2006-07

It may be argued that the borrowers under medium farmers
categories have the capacity to repav the loans regularly since 75
percent of the medium farmers has achieved surplus income obtained
from the utilization of loan but they seem to be willful defaulters in
repayment of loans as none of the medium farmers has repaid the loan
amount in full (table 5.11} In the study it was also found that the most
viable activity on which the UBKGB had sanctioned loan was crop
production. Since 43.80 percent of the Sample borrowers who had
received loans for such purposes the repayments habits showed that
only 9 landless labourers or 23.08 percent of the borrowers do not have
any overdue at the time of survev. This mav be duc to the fact that
these loans are provided to small, marginal and agricultural labourers
whose deficit income is more than surplus income what they have
received for crop and business purposes. Thus they are not in a
position to repay such loans regularly although they are willing to repay
the loans. Hence it may be concluded that as far as repayment habits

are concerned, it has been found to be poor

The description gives also arn account of the repayment

performance of loan amount of the sample beneficiaries. The study
shows a recovery of 36.63 percent of curstanding loan in the district.
Hence the hypothesis that “there is a high amount of loan repaid” is

rejected. Thus there i1s need to ensure the repayment of loans in order



that the resources may be recveled in different activities through

UBKGB’S loan.

5.3.3 Socio-Economic Study of the Repayment Performance of

Sample Borrowers

In order to study the relationship between the socio-economic
factors and repayment performance of the beneficiaries who have
received loan from the UBKGRB in the study area, five socio-economic

factors have been considered here.
S5.3.3.1 Sex-wise Repayment Performance

The data presented in table 5 14 offer sex-wise classification of

the sample borrowers and their repavment level.

Table 5.14: Sex-wise Distribution of Sample Borrowers and

Repayment performance

[

MR

; Level of Male Female Total
_ Repayment T
|- Repaidin full | 38(27.74)  g(34.78) B 46(28.75)
2 Repaidin | )00 1)) 41739 85(53.12)
part | T R e
| 211N0t Repaid at 18(13.14) 1{47«,&3) C29(18.13)
a0 ‘ R
| Total Lowrio aspog 160(100)

Source: Field Survev 2006- 07 /2‘7 24 73 df=2. arftmal value a 5% level 5.99

The table 5.14 shows that of the total size of 160 sample
borrowers, 28.75 percent has repaid in full, 33 12 percent has repaid in
part and remaining 18 12 percent of the borrowers have not repaid the
loan at all. The table further shows that 34 7% percent of the female
beneficiaries have repaid the full amount while in the case of males, the
pereentage of the male beneficiaries s more than the female
beneficiaries. Under the category of not at all repaid, the percentage of

female borrowers is more than the male borrowers.

In order to test the null hypothesis that there is no association

between sex and repavment performance Chi-square test has been



applied. Since the calculated value (24.73) s greater than the table
value (5.99) the null hypothesis is rejected and it has been concluded
that there is a relationship between sex and repayment performance of

the borrowers.
5.3.3.2 Age and Repayment Performance

Age and repayment performance of the borrowers are shown in
table 5.15. It can be inferred from the table 5.15 that out of 160
borrowers in the age group up to 40 vears, 29.59 percent of the
borrowers have paid in full. 48.98 percent of them have paid in part
and the remaining 21.43 percent do not pay at all. In the case of age-
group above 40 vears, improvement in percentages of partly paid is
noticed but it is less under not at all and fully paid groups as compared
to the age-group up to 40 vears. The percentages are 29.27, 59.76 and
10.98 in the case of paid n full, party paid and not at all paid

respectively.

The chi-square (32} test shows that calculated value (2.402) <
table value (5.99) , the null hypothesis 1s accepted here. Therefore it
can be concluded that age and repayment performance are not

associated.

Table 5.15: Age-wise Classification of Repayment Performance

- Age (;roup (m years)

Level of Up to 40 ‘ Above 40 Total
Repayment - ,

1. Repaid in full 20(29.59)  17(27.42)  46(28.75)
2. Repaid in 48(48.98) 37(59.68)  85(53.12)
Part - e e e - e e e e e,

3. Not Repaid at 21(21.43) 8(12 90) 29(18.13)
all

Total 98(100)  62(100)  160(100)

Source : Field Survey. 2006-07 2= 4 50 df=2: critical value at 5% level 5.99
5.3.3.3 Social Group and Repayment Performance

[n order to analyze the relationship between repayment

performance and social group ol the sample borrowers, social group



has been classified into scheduled caste (SC), Scheduled Tribe (ST),
OBC and Forward caste (FC). Table 5.16 shows the social groups and

repayment performance of the sample borrowers.

It can be inferred from the table 5.16 that in the case of ST,
partly repaid is high in percentage compared to other Social groups i.€.
SC and FC whereas the percentage of repaid in full is higher of the
beneficiaries belonging to OBC and FC than the borrowers belonging to
ST and SC. The percentages of not at all repaid are 13.89, 9.52 and
32.61 for SC, ST, OBC and FC respectively.

In order to test the relationship between caste and repayment

habit, chi-square test has been formulated.

Table5.16: Caste-wise classification of Repayment Performance

Level of Scheduled  Scheduled =~ OBCand | Total

Repayment | Caste (SC)  Tribe(ST}  Forward %
Cast(FC)
fllﬁepald Mol 2313194 4(9.52 17(36.96)  44(27.50)
IQD‘Repald M1 309(54.17)  34(80.95) 14(30.43) | 87(54.37)
art | |

3.Not R o o
Repaid atall | 1011389 4(9.52) 15(32.61) | 29(18.13)
Total 72(100) 42(100) 46(100) 160(100)

Source : Sample éurvex 2006-07

To test the null hypothesis that 1s, social group of the borrowers
is no influence in the repavment of loan, chi-squarc test has been
applied. Here 2= 25 with df=4. now ;2005. += 9.488 (table value) since
the calculated value 1s greater than table value, the null hypothesis is
rejected. Thus it can be concluded that caste of the borrowers has

influenced the repayment of loan
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Table 5.17: Education Level Wise Classification of Repayment of

Loans

e Lirtméracy Levei ]
Clevlof | e priman | Sccondar

| Repayment Hliterate | Primarv L and Above | Total
fﬁepaid | g4 o 32(50.79)  6(20) 46(28.75)
2.Repaidin | 4770 15 24(38.09) | 14(46.67) 85(53.12)
Part ; l

| 3.Not o S

| . 2(17. | 1111 | 10(33.33 29(18.13
Repaid at all 12(17.91)  7(1L.11) ( ) ( )
' Total 67(100)  63(100)  30(100) | 160(100)

Source: Sample Survej{ 2006-07
5.3.3.4 Education Level and Repayment Performance

It is believed that an educated person can make better use of
credit and thus generate a surplus enough to repay the loan. Table
5.17 presents information on the education levels and repayment

performance of the sample borrowers.

It is observed from the table that the repayment performance is
better in the case of borrowers whose literacy level is up to primary
level. In the case of beneficiaries who have no formal education, the
percentage of partly repayment of loan 1s high (70.15 percent ) whereas
in the case of beneficiaries whose education level is up to primary level
. the percentage of partly repayment of loan is low (38.09 percent ). But
under the category of not at all repaid, the percentage of borrowers
whose education level is up to secondary above is more than the

borrowers who have no formal educanon.

In order to test the relationship between literacy level and
repayment performance. 72 test has been adopted. Here the calculated
value (29.43) is greater than the table value (9.488) at 4 degree of

freedom. Hence the hypothesis 1s rejected. Therefore, it can be
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concluded that literacy level has influenced the repayment performance

of the borrowers.
5.3.3.5 Occupation and Repayment Performance

The repayment performance of the borrowers on occupation is

presented in table 5.18.

Table 5.18: Occupation-Wise Repayment Performance

Oucupatum -
Level of Wi Borrovwrs who Bormwers ‘who ‘
- evel 0 0| mainly depend | do no depend Total
| epaymen | on cultlva‘uon o on Lultwa‘uon |
1 Repald in full i 30(24. 79) f ﬁi6(41 03) ) 46(_2’2"3__75)
2 Repaidin 68(56.20) | 17(43.59)  85(53.12)
part ‘ ,
e IR SO s T
3.Not Repaid at 23(19.00) | 6(1538)  29(18.13) |
1 all B
Total 12101000 39(100) 160 (100)

“Source : Sample %urv;:xZOOé()T

It can be understood from the table 5.18 that repaid in full is
higher in percentages in the casc of beneficiaries who do not depend
mainly on agriculture compared to those borrowers who depend on
cultivation .The percentages of repaid in full are 24.79 and 41.03 for
the borrowers who depend on cultivation and the borrowers who
depend on other occupation respectively and repaid in part is high in
the case of borrowers who depend on cultivation (56.20 percent)
compared to borrowers who mainly depe nd on other occupation (43.59
percent) similarly not repaid at all are more for the borrowers who

depend on cultivation (19.00)

Now in order to find out the relationship between repayment
performance and occupation y- test has been applied. Here the
calculated value (3.79) 1s less than the table value (5.99). Hence the
hypothesis is accepted. Therefore. occupation and repayment

performance are independent



5.3.4 Sources for Repayment

Prompt and regular repayment of loan is indispensable for the
expansion of rural credit. Repayment of any loan with having sufficient
income is a problem-ridden task for the poor borrowers It my have an
adverse implication of their being debt trapped .In this study it is
important to know whether the borrowers are repaying the credit from
the income accruing from the loan. For this purpose during field survey
borrowers were asked to state the sources which were used to repay the
loans .With the help of information collected through interviews an
effort has been made to analyze the monetary sources of repayment
The situation in Jalpaiguri district in this respect may be shown with
the help of the table 5.19. The greatest difficulty in this study is in
eliciting replies to the questions in schedules from the illiterate farmers.
Even after much effort we have got success in knowing the response of

cent percent borrowers regarding sources of repayment of loan.

Table 5.19: Income Earned from Credit Finance Activity and
Refund of the Loan

e e

-

No. of No. of K No. of
C _ | borrowers who
borrowers who = borrowers who
h : Lo ’ do not expect to
ave repaid the - do not pay the |
No. of borrowers ) - | repay the loan
loan from the = debt from the | . o
who have , ) P , | from the income
C. mcome earned income earned | .
participated ) L . likely to be
from credit from credit
. . earned from
financed financed | o
T ; R credit financed
activity activity ..
i I ‘ activity
1 ‘ 2 3 ; 4
160 22 24 114
e ,-ﬁg_, — —— —
Percentage | 13.75 15 | 71.75
e L , , ) — e

‘Source: Field Survey, 200607
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Table 5.19 shows that 13.75 percent have refunded the loan from
the additional income earned from proper utilization of credit for the
intended purpose. 24 borrowers out of 160 (15 percent) have refunded
the loan from other sources because they could not get sufficient
income from the credit financed activity 71.75 percent were not hopeful
of repaying the loan from the income likelv to be earned from the credit
financed activity. It represents that thev have either misused the loan
or circumstances have forced them 1o do so or the scheme was

misconceived.

Table 5.20 shows that 24 borrowers out of 160 respondents have
refunded the loan from sources other than the income earned from the
credit financed activity, 66.67 percent of the sample respondents have
taken loans from new type of gramin baniyas (mostly school teachers)
with a promise to the lenders that the borrowers will return the amount
(usually with higher interest) after receiving the fresh loan from the
bank. Thus the borrowers begin a new gramin loan with a deficit on the
capital. This leads to the creation of “debt cycles” for the borrowers. It is
also important to note that 20.83 percent have managed to raise loans
from Jalpaiguri People’s Co-operative Bank and other banks for the
repayment of loan installments and 3 borrowers (12.5 percent) have
repaid the debt from other sources like Son’s money order and income

from secondary occupation.

Table 5.20 : Sources of Refund other than the income from the

Activity
e Other Sources o
No. of No. of Raising Raising
Borrowers borrowers | Loans from = Loans from
'ho h | T _ . 1 Others
who have who have | New Types : other '
: »wpg’tjgvivgzgeﬁcl_ | responded | of Baniyas | institutions
160 24 16 f 3 3
~ Percentage 15 06.67 20.83 1_2g ﬁj

Source: Interview responses



An attempt is also made in this studv to present farm-size wise
classification of sources of borrowers for repaying the loan. For this
purpose it is important to know whether the borrowers under different
farm-sizes are repaymg the crop loan and business loan from the
additional income obtained from the credit financed activity. The
situation is presented in table 5721 Table 5.21 shows that 40.91
percent of the borrowers under small farmers category have refunded
the loan from the additional income earned from the utilization of credit
followed by marginal farmers (27.27 percent) medium farmers (22.73
percent)  and agricultural labourer classes 9.09 percent Jrespectively
whereas 62.50 percent of the borrowers under small farmers categories
do not pay the debt from the additional income earned from the credit
financed activity followed by agncultural labourer classes (29.17
percent ) and marginal farmers (8.33 percent) respectively. The highest
percentage of borrowers under marginal farmers (38.60 percent ) are
not hope-full of repaying the loan from the income likelv to be earned
from the credit financed activity followed by small farmers (35.09
percent), agricultural labourers (13.16 percent ) and medium farmers
(13.16 percent ), respectively. It ndicates that the large number of
marginal farmers have probablv musutilised the loan. It is also
interesting to note that no borrower under medium farmers category
have repaid the loan from the additional income obtained from the
credit financed activity although 5 horrowers out of 20 respondents

have obtained surplus income from the credit financed activity (table

5.7.
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Table 5.21 : Income Earned from credit Financed Activity and

Refund of Loan According to Farm Size.

No.of No. of No . of
borrowers who | borrowers who borrowers who
repaid loan  paid the loan do not expert to
from the from other repay the loan
Farm Size additional | sources from the income
income earned likely to be
from credit earned from
financed credit financed
activity activity
1 2 3 4
SF 9(40.91) ‘ 15(62.50) 44(35.09)
MF 6(27 27) _ 2(8.33) 44(38.60)
MF* 5(22.73) | ~ 15(13.16)
AL 2(9.09) | 7129.17) 19(13.16)
Total 22(100) | 24(100) 114(100)

Figures in the parentheses rcpreb(mpeucmageé o
Source: Interview Responses

Table 5.22 shows the sources of refund other than income from
the activity. Farm-size wise analysis (5.22) reveals that the highest
percentage of borrowers under small farmers categorv have reported
that raising loans from new types of gramine baniyas (mostly School
teachers) are the main source used bv them for repayment of loan.
They represent 62.50 percent of the total number of borrowers. While
the lowest percentage of borrowers {12.50 percent | under marginal
farmers category have taken fresh lean from Jalpaigur: People’s Co-
operative bank for repayment whereas 100 percent of the borrowers
under landless labourer classes have repaid the debt from other
sources such as income from familv members. borrowing from relatives

etc.
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Table 5.22: Sources of Refund other than the income From the

activity
N Other Soufgf—:;.mm )
Farm sie | Raising S
ch:ri i;oqm | other | Other Total
ST msntutlorl&

 SF 10(62.50) | 5(L00) I 15(62.5)

. MF 21250 | - 2(8.33)
AL 4(25) 301000 | 7(29.17)
 Total 1@(100) El 00 3(100) | 24(100)

Source: Field Surve\ 2006~ 07

As regards the methods adopted by the farmers to repay their
principal and interest, the item “other sources for repayment” plays
significant role compared to income carned from credit financed
activity. The field survey reveals that out of 160 respondents 22
borrowers (13.75 percent} depend on the additional income earned from
the credit financed activitv, on the other hand 24 borrowers (15
percent) make, a repayment out of the income earned from the loan
based activity. Among other wavs and means adopted for repayment,
raising loans from new types of gramin baniyas plays a significant
small

source to the borrowers under farmers category (62.5 percent)

followed by agricultural labourers (29 17 percent) and marginal farmers
(8.33 percent) respectively The tendency of raising loans from other
institutions is found to be high among the borrowers under small
farmers category only and the study also reveals that the highest
percentage of borrowers under landless labourer classes (cent percent)
use income from other sources {or repayment. The foregoing analysis of
the sources for repayment reveals that out of 24 borrowers who have to
depend on other sources for repayment 16 borrowers (66.67 percent)

have managed to raise loans from informal sources of credit.



The study has found that the prompt and regular repayment of
loan installments has largely occurred through cross financing and not
through the returns from the investment undertaken with the loan.
This high levels of cross financing has depleted the capital of the loan
and has reduced the value of the new loan that is used to repay the old.

This process may lead to a “vicious cvcle”™
5.4.1 Extent of Overdues at Defaulter Level

The success or failure of anv activity will be reflected to a
considerable extent in the overdue loan installment position of the
borrowers. In a sound functioning of any better recovery of loans and
less amount of dues motivate the mstitution for more and more
development financing in the area of operation of that institution.
Repayment of loan in time 1s, therefore. considered as one of the
prudent deployment of funds’. 1t is against this background that the
present section is devoted to assessing an estimate ol overdues at the

farm level.

During field survey the data on principal and interest unpaid
were collected by persuing the loan pass book and with the help of
discussion with the borrowers. Based on the data so collected an effort
has been made in this present section to get an estimate of overdues at
the farm level. The distribution of defaulters on the basis of farm size is
shown in table 5.23. The average amount of over due per borrower is

about Rs.8,374.90 the range being Rs.4,275.33 to Rs.16,333.33.

The table 5.23 also depicts the picture with regard to defaulters
as proportion of borrowers. On an average the percentage of defaulters
to borrowers is 71.25. Among the farm size groups, the percentage of
defaulters to borrowers is the highest in the lowest category of farmers,

followed by the highest categorv {table 5.23)
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Table 5.23: Overdues Position at Defaulter Level

]Set;mtem o -

' § - ; ‘ Average
Land Size No. of Repaid m  Not Repaid amount of
Group Respondents | Part i at all overdue

SF 64 44 L 2 M 7741.09

- MF R) 7 %2 . 8~ | 7625.00
ME* 20 L 15 - 16333.33

AL 24“% - MI 1” o 4 o 4275.33
AlGrowps | 160 85 29 8374.90

Source : Field Surveyt 2006-07

It is the lowest for agricultural labourer classes (16.67 percent). A
close look at table 5.23 indicates that average amount of overdues per
defaulter is the highest (Rs.16333.33) in the highest category of farm
households, it is the lowest for the agricultural labourer classes
(Rs.4275.33). From the table 5.23 it 1s clear that per defaulter overdues

have a tendency to increase with the mcrease in the size of holding.

The information about the percentage distribution of overdues
among different category of farmers 1s presented in table 5.24. Table
5.24 reveals that among the different categorv of farmers, the highest
share in total overdues is reported by small farmers. They accounted
for nearly 36 percent of the total overdues. The margmal farmers have
the second highest share and it is about 32 percent. The share of
overdues to total is the lowest for the agricultural labourer classes (6.72
percent). Among the different categorv of farmers, the highest share in
total overdues is reported by small farmers. They accounted for nearly
36 percent of the total overdues. The marginal farmers have the second
highest share and it 1s about 32 percent. The share of overdues to total

is the lowest for the agricultural labourer classes (6.72 percent).



Table 5.24 : Distribution of Overdues by Holding Size Categories

Farm Size loan Overdues |
o : . ——_—— , ‘72 - S
All Groupﬂ I 100 o

Source : Field Survey, 2006-07

A close look at table 5.23 indicates that overdues form 63.37
percent of the outstanding debt Amongst holding size groups, it is
observed that the proportion of sverdues to outstanding loans is the
highest to the borrowers belonging 1o small farmers, followed by the
agricultural labourers. The proportion is the lowest in the third holding
size group of farmers. This clearly shows that the overdues problem is
very serious in the case of marginal. small farmers and agricultural
labourers. The diagrammatic presentation of overdues position of the

borrowers n the district 15 given in Figure 5.4.

Figure 5.4
Overdues Position of Borrowers

73.41 64.6 5115 70.06

Farm Slze
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Table 5.25 : Overdues as Percent of Outstanding Loans

| Source : Field Survey

- 2006-07

5.4.2 Activity-Wise Overdues

o N AL Defaﬁlter chcl a ]
wTwc;tal Cigérdues as %
Farm Size outstanding Total overdue of loan
Loan (Rs) outstanding

SF 463980 340608 - 7341
MF 472120 | 305000 6460
 MF* 478950 | 245000 51.15
i AL 91530 64130 70.06
Total 1506580 | 954738 63.37

On overdues position at default level activity-wise data contained

in table 5.26 reveal that the percentage of overdues to outstanding

loans is 41.97 percent in the case of crop loan. It is about 54 percent

for business loan. Amongst holding size groups it is observed that the

proportion of overdues to outstanding loans is the highest in the lowest

category

Table 5.26 : Activity-Wise Overdue Position of the Defaulters

Crop Activity

Source : Field Survey. 2006-07

Business Activity

Overdues Overdues
Farm Total Total as Y ol | Total Total as % of
) outstand- | . loar outstand- over loan
size . overdues o , .
ing loan - outstand- ing loan dues outstand-
I ; ng : _ ing
SF 681155 305032 44 7 37725 35576 61.63
MF 495726 228750 46 1 118030 76250 64.60
ME* 678640 245000 36 1 -
Al - 151248 64130 42.40
Total 1855521 778782 41 97 327003 175956 53.81




(46.14 percent) followed by second category (44.78 percent) in the case
of crop loans. The share of overdues to outstanding loans is the highest
In the lowest category (64.60 percent) followed by second category
(61.63 percent) in the case of business loan also. For small and
marginal farmer categories the share of overdues to outstanding loans
in the case of business loan is more than that of crop loans. The
diagrammatic presentation of overdues position at defaulter level
(activity wise) is given in figure 5.5

Figure 5.5: Activity-Wise Overdues Position of
Borrowers

80
60

% of Overdues 40 -

20
0 -
SF MF
Crop Activity 44.78 46 14 30.1
DBusiness Activity 6163 645 Ty
Farm Size

The foregoing description gives an  account of the overdue
position at defaulter level. The study shows that per defaulter the
amount of overdues increases with the imerease in holding size. It is the
highest in the highest category o farmers and lowest for the
agricultural labourer classes. The proportionate share of overdues is
the highest for small farmers and Jowest for agricultural labourer
classes. The proportion of overdues to outstanding loan 1s considerably

high in the case of marginal and small farmers respectively.

This may be due to low return from the activity on which the loan

was disbursed by the UBKGB and also due to delay in granting credit.
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In activity-wise analysis the percentage of overdues is high in the case
of business loan compared to crop loan. It is observed form the study
that though 114 respondents {71 25 percent) are defaulters, the
principal and interest due that remains unpaid (63.37 percent)
constitute a large amount. Hence the hypothesis that “there is high

amount of overdues” is accepted.
5.4.3 Reasons for Default in Repayment of Loan

Credit disbursed by the UBKGB for the development of
agriculture has made rapid strides over the last few years as noted in
the chapter 1I. However. on the side of recovery of loans the
performance of the bank has been rather dismal. The trend in overdues
of the UBKGB has been presented in the preceding section. The high
level of overdues restricts the capacity of the lending institutions to
recycle funds, besides threatening the prospects of the continuous flow
of credit for agricultural development In order to devise remedial
measures for cultailing the overdues it is necessarv to identify the
nature and causes thereof At the institutional level high overdues are
attributed to faulty lending and recovery proceduress. On the demand
side of overdues the World Bank cites three major causes — The failure
of farmers to use borrowed tunds for production, the failure of the
investment and the refusal to repay” This section is concerned with the

analysis of the causes of overdues from the demand side only.

In order to ascertain the borrowers perceptions of the causality of
defaults, interviewed 114 defaulters among three different blocks and
the results are presented in the table 5 27. The survey reveals that out
of 160 respondents, 46 (28.75 percent) have repaid their principal and
interest regularly and have no dues. while the remaining 114 (71.25
percent) are defaulters. The table shows that of the 114 defaulters
38.60 percent, 35.09 percent. 12 16 percent and 12.16 percent of the

borrowers belong to small, marginal. medium farmers and agricultural
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labourers respectively. 45.46 percent., 40 percent and 33.33 percent of

the borrowers are delinquent due to crop discases.

5.27 : Borrowers’ View of Causality of Default

""’"”*—'"’T' »” B T o F‘ ’ ""T"“W“” T _MW
| Particulars SE | MF MF L AL LBOHOWGTS
R B v -
‘alcmp l20(45.46)? 16(40) | 5(33.33) | : |

diseases 1 [ I B

2. Inadequate ‘{ | 1

income | 5(11.36) 6(15) | | 7(46.67) \!
| ‘1 | ; | |
| _generation —— (S TR S
3.Diversion of | ‘ l

I :

amount for | 8(18.18) 4(10) | 5(33.33) \[

other \ , ‘ }
| ‘ Q
L4 Povertv . 49.09) 4(10) - JLF 3(20) .

| 5. Poor C0@.54)  205)
LIE%?E{F?E}E%#,__; _ I R e

6. Do not know—ﬂt (11 36) 8201 | 10(66 b7) | 23(20.18)
R ;

44(100) {4((100) 15(100) | 15(100) | 114(100)

R

Figure in the brackets re presem perc entages to total
Source: Field Survey. 2006-07

The table also shows that crop diseascs and inadequate income
generation from the activities for which loans are sanctioned are
important reasons contributing to the problem of overdues. About
45.46 percent of borrowers under small farmers, 40 percent of
borrowers under marginal farmers and 33.33 percent of borrowers
under medium farmers fall under the first reason (crop diseases).
Second reason for overdues viz madequate returns from the activities,
is the most prominent one in the case of agricultural fabourers (46.07
percent), followed by marginal farmers {15 percent) and small farmers
(10 percent) respectively. Diversion of credit for other puposes such
health, education etc is reported as ‘he third important reason for
overdues by agricultural labourers i33.33 percent} followed by small

farmers (18.18 percent) and marginal farmers (10 percent) respectively.



We also see from the table that the largest percentage of
respondents i.e, 66.67 percent defaulters under medium farmers
category, 20 percent under marginal farmers and 11.36 percent under
small farmers category do not indicate any specific reason which has
compelled them to default in repayment of dues to UBKGB. This is in
fact a “Do not know” categorv. These tyvpes of defaulters are seemed to
be willful defaulters another 7.90 percent of borrowers have not
refunded the loan due to poverty. Only a small proportion of borrowers
have cited the poor monitoring as the cause of overdues. The proportion
of borrowers stating this factor as reason for overdues are 4.54 percent

and 5 percent under small and marginal farmer categories respectively.

The foregoing analysis of reasons for overdues reveals that the
principal reason for overdues is the crop disease. Hence the hypothesis
reason for overdues” is rejected. In our study low return from the
activities 1s the third important reason for overdues. Inadequate return
from loan based activity is the next important reason for overdues as
reported by the borrowers. Poor moenitoring as a reason for overdues is

reported only by a small proportion of borrowers (5.26 percent).

This chapter provides an account how 89.38 percent of the
borrowers have utilised the agricultural loan for the required purposes
and 10.62 percent do not utilise the loan for the scheduled productive
purposes. The study reveals that 33.06 percent of the borrowers have
misused the crop loan either partially or fullv and 35.90 percent of the
borrowers have misused the business loan. The percentage of improper
utilisation of crop loan is high among the borrowers under medium
farmers category (45 percent] whereas the percentage of improper
utilization of business loan 1s high among the borrowers under
marginal farmers category. Inadequacy of loan obtained is the major
reason inducing the borrowers to misuse the loan obtained. Lack of
proper supervision and untimely credit rank as the second and third

reasons as stated by the borrowers tor misuse of credit



The repayment performance of the borrowers shows that only
28.75 percent have repaid the loar. The percentage of overdues is
comparatively high among the borrowers under small farmers category
(73.41 percent). From activity-wise overdue position we see that the
percentage of overdues is comparauvely higher in the case business
activity (53.81 percent) than the crop activity (41.97 percent). From the
sources of repayment of loan we have that 13.75 percent of borrowers
have repaid their loans from mcome earned from credit financed
activity and out of 86.25 percent 15 percent have reported that they do
not pay the loans from the loan based activity and remaining 71.75
percent do not expect to repay the loan from income likely to be earned
from credit financed activitv.  Among  other source  adopted for
repayment, raising loans from banivas {mostly school teachers) play a
significant role and this is followed by raising loans from other
institutions. From the socio-economic study we have tound that only
sex and caste of the beneficiaries s reiated to repayment performance.
The study shows that the tepayment performance is better in the case

of female borrowers.

While analyzing the factors responsible for overdues we have
found that the highest percentage ascribe their default due to the crop
diseases. Inadequacy of loans is of immediate concern to the borrowers
and constitute the next important factor for overdues followed by
diversion of credit for other purpose. In the next chapter an attempt is

made to study the impact of credit on 1he borrowers.
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