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studies on debt and MOney lendlng are
'ICOnducted by the Reserve Bank of Inoia. The latest
Survey was ddnducted ?y them éuring 1982 Thls dataf
‘are heing analysed only, In the absenc:e of rellable
data on 1ndebtedness anc perate money lendlng, the .7
Estimates Committee of the ! erala Leglslature Assembly
‘wanted the I'epartment to_chleqt sufﬁ1c1ent data’ and
sﬁbmit a report‘within a péricd‘of one month . Thef
Gata presented.in_this report are collected ffom the |
different sources by the offlcers of the Department .
1on a top priority basis, w1thin the ‘short period. ' -
7Hope that the results -of the survey would provide
; necessary informatlon, for taking policy decisions

£

on the matter,
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FEPORT O INDEBTELNESS ANI PRIVATE MONEY LENDING IN KERALA

In a subsistance ecbnbmy like ours, the reguirement
of credit for undertaking economic ané other activities need not
be emphasised. The savings and other resources available with
1ndi§iduals anc¢ other institutions are being issued as credit for
.undertaking these activities. Even thouch thers ars a large no,
of nublic, co-onerative anc vrivate instituticns in the state for
provicding credit to the needy, they are nst in-a nosition to get
the same, as and wh@n recuired, either because those persons cannot
rrovide nccnssary securlty for the loan amount or cue to the cumber-
“some procedure to be followed by them for getting loans from the
public an¢ co-onerative institutlons. In such a situation the
borrowers are comnelled to apwroach thn private money lending agen-
cies and fulfill their needs by pmaying higher rates of interest
for the sum, borrqwed
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The estimath" committ=e of the Kerala Leglslature
Assembly, realising-the: oroblﬂm,:therefore desires to makeiproper

legislation-in thistdirection, - "Accordinglyrthe committee: requasted
the Tirector; Economiesiand Statisties:to updertakeia. quickisurvey,
on the. vanrious aspacts; iofrprivate momey: lending- incthe state.and,
submit its, report within,a period. of i one month . As the time at

the disposal .of the Lepartment iwas very:short, it ihad ito: dependﬁi
upoR the various materials avagilable in the Bepartment ias well

as., other materials ava;labl@ quickly. . Besides this, the Departe -t
ment. ;also. undertook . @& guick survey on the various aspects (0. . i e
private money lending in ithe, various Districts, utilising,the. .
serxvices of the, P}strlct ilevel Officers; . The data ; used in this
study. relate‘ to;the followipg,fﬁcg ol e T 7 40y

=h0) AN iy LB Ay 1O -

’(1) ‘Revort on’the survey of‘hbus@hold,;savinéé dnd oSt
e " investments in Kerala - 1977-78. ;
(2) Data CDl]reCtgd through the state sam # Qf tf}e g

% 37th Round National Samole Survey on ébt a :
' T InVestment:1982¢: T, g AipEoHneE

L - 2.(3) Data 'collécted ‘from the: Eistz‘:mts on - -lm‘iva:t‘.e rRonettad
(% - mor:ley zl'.eqd“j:ngA. S ;
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During the sﬁrvey on houschpld® savings and inpvestment
conducted by the Kerala State Planning Acard, in 1977-78 it

was found that about 53 per cent of the hoio hcli'e din rural
arcas ancd 46 percent of the houscholds in o=y areas are in-
debted, which worksout to about 52 orount J.or t .0 ontire state,

The total indebtedness of the houscholis ia tic state was of
the order 7,250 crores of which about 20 mnerceat was in the urban
sector and the romaining 80 percent in therural area. The

” average incebtedness per indebtec household was about 13,1133,
The total loan amount when classified according to the recepients
reveals that mor= than 80 ner cent was availed of by Government
emnloyees, cultivators and other miscellancous types of persons.
Nearly 10 percent was availed by traders. Table (1) below gives
the distributions of the total loan amount availed of by the
different categories.

Table (1) Distributions of loan amount availed of by different

, categorics -
G, Y S o e LU 5933:§55§5§“2i132§§ééi.'EEEESHEage of amount
Seteqoty of g Bu;al lu:baﬁ_-lgﬁaté" | Pural |Urban | Vstate |
1. Government em- | b PRLRERE ¥ Uit
. Dloyees 40,38 { 24.45 ! 64.83 20.07} 50,28 25.96
9 In’c]ustrial-wor—cL I | ' i |
° kers 5.73 1 3.18 ! 8.91 2.85| 6.54] 3.57
3. Other regular ! e , |
. employees = 6.58 ! 3.80 ! 10.38 3271 2.82) . 8416
4. Traders 19,49 | 5,40 ! 24.89 9.69] 11.11i 9.96
5. Cultivators 72,58 E 2,01 ' 79459 35-08" 4.141 29.86
6. Rentiers ARG HIST W S BTG vi Hiti.04)  0J28
7. Professionals 0.75 1 1.35 1 2,10 0.371 2.78] 0.84
8. Pensioners 0.12 | 0.57°% 0.69 0.06| 1.18{ 0.28
9. Others : 55.54 | 7.15 | 62.69 | 27.61! 14.71} 25.09
10, Total 201.17 | 48.61 249.78 100,00 {100.00}100.00

Agencics distributing the' loans

Private moncy lenders, co-operatives, commercial banks,
Land Mortgage Banks and Government are the most important

iy
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institutions, which distributed thc total loan amount. - The first
and foroemost lending agency was the privat:e nonay landers, who have
distributaed ahout 64 crorns, accounting for mors than 25 ﬁeernt

of the total as can be seon below,

Table (2) Listributipn of. loan amouat accorC;ﬂg to the agencies _
Agency | Loan _amount 1 .(crorss) | Percintage of amount
}Rural brban | State | Rural | Urban {State
- — - . -—---—------'--—--r---'-—--—-- —r - —~r—--— - - ---'——- -rw——--r ——————— e s s pa g v oy e e
1: Goveramont I 16.72 ) 3.67 | 20.39 | 8.31 | 7.55 | 8.16
i
24 Co-overativis E £0.76 211.17 | 51,93 P 2020 E\?2.97 20.79
3; Lang mortgag:> | 1 [ ! :
Ranks 22,351 1,851 24,70 1.0l b 3.80 2.69
i H | H 1
4, Commorcial l i ! : ! :
Bani:s | 32.81{ 8.58 I 41.39 1 luullp 17.96 3 16.57
1 1
5. Money lenders | 52.85110.89 ! 63.74 | 26,27 1 22,40 25,52
' 6, Traders l s.86! 2,91! 9,77 ) 3.1} s5.98 3.91
| i i ) ] 1 '
7. L.I.C. I 1.491 0.59 1 2.08 i 0.74 | 1,22 0.83 .
8. DP.F. i 7.56 E 2.03 E 9.59 | 3.76 i 4.17 ) 3.84
9. Others. 1 19.77% 6.92 | 26,69 ! 9.83 | 14.25 | 10.69
10. Total t201.17 ) 48.61 }249.78 l100.00 ilO0.00 iloo.oo
__________ ST S } i | SR S
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In th2? 37th round of the National Sample Survey
- conducted during the nariod from January to Lecamber 1982,
informatisn on household debt and investment was one of the
items of enwuiry. The Department of Economics and Statistics
pérticipatpd in the collaction of data ralating to the items

of encuiry coverad by the National Sansle Survay'5n a full
| matching bhasis, cov xring 156 census villages and 76 urban blocks
From tha stleocted census villages. two houscholds each were
selected after stratifying them into 4 sub strata: according to
the extent of land possessed by them. In the urban sector, the
houschelds were classified into thraee groups accorcing to their
hohthly noYy €acita ox «wenditure anc two householcs each were
select»d from each substratum. Information on debt and investment
was collected from the selected sample houscholds in two visitac
to each of them,

In block 10 of the schedule canvassed in the survey
on KsxEhmit debt and investment, particularé of dues payable
by the houscholé together with that on loans taken and repay-
‘ments made during the period (1) from July 1981 to the date
of survey &(2) from lst January 1982 to the dat;'a of survey,
respectively were collected in the two visits. Thé data
prosented in this report relate to the second visit and refers
to 31lst March 1982, Since data on houschold indebtedness
were urgently reguired for preparing this report, informat-
ion rolating to the dues payable by the houscholds was
extractad from the schedules of the second visit and.the data

presented in this section are the quick estimates based on
sample wvalues,

flousehold indebtedness: 1t gas found from the -survey that

about 47 percent of the households in the State was indebted, as
on 3lst March 1982, with an average amount of [1.8507/« paor
indebted househpld. The cutstanding principal due was [:,6903/-
and interest due was §5.1604/~ per indebted houséhoid- |

-
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The total indebtedness works out tb 1:.1745 crores, h,1416
crores by way of principal and

11,329 as interest,

“Purnose of taking loéqu The percentage. distributions of
the loans and their total amount raveals that about ‘one fourth’
" of tho total amount was takin to purposes not adeguately cla-

ssifi~d. Among the specified DUrmos=2s, about 36 poreent was

for capital and¢ current exomaditure in neon farm activities

and about 23 nercent for camital and carrent farm expenditure.

About . 12 niwcent was for m:eting houschold fxubnnlture.

(3) bulOW givas the details of the loans

Table (3) nporcentage Fiistributions of no.
amount c¢lassificd acforcing to nurnoses ancaverage

Smourt 6 the 1dﬁn TEE"TVTﬁn jurnose."

Rl o o

Table

of loans. and their

Purnosa of taking loan

l. Capital expendituroe in
farm buslness :
2. Qurrent exmenditure in

farm busincss

3. Capital expenditure in
non farm business

Carrent exenditure in
non farm business

Household exponditdre
Litigation
Repayment of debt

Financial Invastment
Others

(Vo I o o B s L ¥ | e
.

All

TR —— Y Y

I I |

. o v i it e i B A S - t, FYp S

Percontage of lggg Average
no. | amount oan o
ha anay . e — o b 9 et ) S -t Y e i — — —
|
1 1
11.35 I 12,75 | 5480
. 1 t
18.60  § 9471 | 2547
! ]
6.72 3 22.41 i 16268
1 t
4.63 1 13.51 | 14239
27.41 } 12,15 i 2162
0.07 i . i 630
5.68 } 2.55 i. 219:
1 .
1.34 2.55 | 926"
24,20 L 24,37 4910
--“ﬁ--lﬂ-“———ﬂ -------- - -
100,00 i 100,00 4879

I

--——-—-——u———-———-———-—u—_———--._—-.4.---..--—_-_—_..._--_...-—_.-—-.—é—--—-———-b

Dutstanding amount by purposc

The distributions of the outstanding loans
and thair total amount according to the purpose alsc reveals
the vposition stated above. The details of outstanding loans

are furnished below: -
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Table{4) Percentage Sistribution of no. of outstanding
loan anc thcir _amount, _according to purpose and
average amount of loan outstanding for ecach

nurnose -
i T , "mPerE:Etage of out |AVﬁrage amount
- Purvmnsa of taking loan standing lcan outstandlrg
T N PR PR _-“___‘,___",—,_*“‘__._‘_‘_} N L T - - -
O —— | no, iamount i _____
‘ J :
1. Cawital xpenditure in b o
farm pusiness i 11.35 | 13.74 4723
! 1 1
2. Current expenditure inl - !
farm business I 18.60 | 11.25 ¢ 2365
3.Capital expenditure in | ! _ 1 .
non farm business [ 6.72 t 20,44 ! 11869
4., Currant exponditure { la :
in" pon farm business | 4.63 } 16.23 | 13679
!
- 5. Housrhold expenditure i 27.41 i 11.51 ! 1639
6. Litigation ‘ ' 0.07 | .. : 400
7. Repayment. of debt i 5.68 E 2.73 | 1875
8. Financial investment |} 1.34 ) 2.65 | 7679
9, others ! 24,20 i 21.45 ; 3460
}---—- —————— r-———-——l-———-—r —————————— . Ty -
All ! 100.00 i 100.00. | 3903
t
] i |

T kg T Sy 50 AL kel S ¢ o ek o VR P s ety TR el A o Gl iy i i i Bl e S e ey ey e SN A Wy S M WS i B P

Credit agenéy

The following table gies the distribution of the
loans, their amount and average amount of loan distributed
by the different credit agencios working in the state.
Commercial banks and co-opcerative societtes or their Banks
have distributed about two thirds of the credit réequired., The
percentage share in the credit supplied by private agencies
like Land lord, Agricultural money lenders. Professional
money lenders, traders and other comes to about 7 percent and

nearly 12 overcent goss to friends and ralatives as can be
scen below,
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Table (5) Percentage dlStribdtl3nS of no. of loans their

amount and average amount of loan @lstrlouted
by the crecdit agencics

s Sl Lt i i ¥4 T Y - man e < % i A P i s S S o VY T e D B W . o g T 0 e T e e SR e b ey A v S P o S

5 | -Percentage_of loan__ | Average amount
Credlt agency 1 no, { amount ¢ of 1oan
——————————————————— L Ll —-—-————!——-——— —-—----—-————ld—m-———-——'—nm—————---—-

i
1. Government : 5.45 11.01 9855

2, Co-oprrative

;
I I
i !
| |
Socidty/banks | 31,22 i 19.61 : 3065
3, Commercial ! H o
nanks 1 25.91 | 47,22 | 18858
_ i 1 1 -
4, Insurance -1 0.52 1.16 ! 10857,
1 l _ l _ '
5. Provident fundi 6.50! 2.57 19832
6. Land Lorés, - | : |
Monay lenders } _{
Traders and { :
others i 15,31 6.76 2153
7. Frionds and = :
relatives 1 15.09 11.67 r 3774
i
8. All ! 100.00!  100.00 | 4879
1 : ' |
— o W G W Sy gy VP S S ey T S S S v rﬂ--—w— ------- I A SRR N SR S gy S f ————————— v ey S

Rate of intorcst

Of tha total loan émount distributed, more than 13
percent was given, interest free and about two thirds wasg

at rates below 17% per annum and about 20% at rates above
17%. N&arly 4% of tho amount was issueo at rates above
24% per annum.,

Table (6)Pgrcentage distributions of no, of loans,amount

————————— 9--3992-22?_éﬁiEéggrETEEEt_°f_1°an' _____________ S

Interast rate in "1 Perca=ntage of Average loaﬁ

{1;, /amnum) ' _loan____ "~ | . amount
oy g s gy et Sy s b _—_ —-L— NO:__{__E{EC_}___._ - - ‘ -

No interest I 20.61 13.36 - 3163

1-11 l 20.24= 36,31 1 8753

12-17 [ 31.961 29,66 4528

18-23 : l7.93= 16.80 4572

24-35 } 4.41} 2.13 } 2354

36-47 | - 2.61} 1.27 | 2368

48-.74 } 1.791 0.42 ! 1132

75 and above i 0.451 0.05 | 633

AL _ 1100.,00f 100,00 | 4879

o vl s s iy e o S A o T s S oty Sy g . . e ey
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PART ~ ITI

Riosults of the survey on private money lending

The ~ulck survoey on orivate moncy lending activities
in thé state was under taken in all the districts, using' the
sarvicos of the Teputy Tirector, Tistrict officers (Economics
and® Statistics) Additional Tiistrict Statistical Officers and
the Pzsaearch Offichrs in thae districts, They contactad the
cdifferont catoooriss of loanees who have availad crcdlt from
private moner lopnders in thelr area and collactnd cetails from
the loances. The results nrasent@ bolow give the consolidGat-.
ed nmictur: of nrivat. money lunding activite in the state,

Purpasse of taking Jloans

Currcent and c¢apital expenditure in non farm and
capital oxpenditure of the household are the main purposcs
for which the loances hav~ aporcached the private money
lenders. about one fourth of the total loans availed, acc-
ounting to more £han one third of tha total amount of the
loans was for current expenditure in non farm business. Ahout
17 percent of the loans accounting to ¥wenty seven parcent of
the total loan amount was for capital expenditure in non
farm business., ¥Even though a large number of loans have been

availed for houséhold consumption, the amount reported was
comparatively small.

Table (7) percentage dlstributlﬂns of loans and their amount
. accnrding to nurgosc.. of 'loan

~Pe 'TMEIE"1T'"'
Purpose of taking loan ‘_»ercentage cﬁg;rf}.oan ne
' ] no. . amouyfit
T. Capital Gxpenditure In farm | SEA )
business 6,00 X ; 6.95
2. Current exppnditure in -
farm business 6,36 : 2,83
3. Capital expenditure in
non farm business 17,09 ! 27,21
4. Current expenditure in i '
non farm Business _ 23.46 . 35.44
5. Canital ox iture of :
g 6.36 4,27
6.-Currcnt househo d consumption 14.36 ! 1.90
7. Ceremonies ) 4,55 ' 3,4%
8. Litigation ‘ - 1.09 | H.05
9. Repayment of debt . 9.27 j 6.38
10. Others ' 11.46 ! 11.02

Total 100,00 '100 00

w— —-———up--—--—n————-.-m---.-—u-- -
— Lk

- -k -y -
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Amount of loan taken for each_puroosp and amgunt recorded
in the cdocumant )

Thﬂ avarage amount of cradit avail:x by the )]pances
and the average amount shown in the documont is glv n in
following table, . oL o

-

) ' ToLe i In genaral thes amount ‘shown in
the documaent is 5 norcent high~r than the actual credit issued.
For nwrposcs rolating to farm and non farm activities, the
amount shown in the document was higher than the actual loan
amount , In the case 5f loans relating capital'and current exp-
enditurn of houschold and ciromonics the amount shown in the
dncument was loss than that of the amount taken.

Tables (8) Averages of_ actual loan amount and_that rcecorded
in the document.

——r

~ o ——

Purnoqos of taking Average mmount of Porcentage
loan loan of actua
amount shown
=---——---...---nunu—- - gct@;___!._g_ggg%ga_t_“
l. Capital expenditure ip - 4118 4425 107.46

farm businéss .
2, Current expenditure in

farm business 1582 - 1640 103.67

3. Capital expenditurae in |
business - 5657 6640 117.38

4. Current expenditure-in ' . :

non farm busines 5370 - 5416 100.86

5. Capital expenditure of - - S
the houschold 2382 2282 ~ 95.80
® CoREumign>ehotd. 470 458 . 97.45°
7. Ceremonies . 2698 2299 , 85,22
8. Litigation 167 167 100,00 -
9. Rapayment of debt ' 2637 2660 - 100,87
10. Others 3417 - 3418 100,03
All 3553 3731 108, oL

Outsgapgggg amount. of the loans taken for the purposes

Repayment of loans was effeetad only up to about one
fifth of the total loan as on date of survey, Loans taken for
capital expenditure in non farm business, that for the house~
hold and that taken for repayment of debt was repayed more

J /-
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quickly than that taken for other nurposes,

Table (.9 Aworagé amount of loan taken, outstanding and per-

centaga »f av-rage amount outstanding LO origingl amount zccording
to Hnuronrans,

iy gy S VN A e T =] By S A o S e o Yy P U vy S S - - - '—ﬂ—-—-f——
1 .
Purposus of taking loan |- Avera?gagmount of igggg%gggghg
I Ttaken butstanding
------------------------------ --.—T—.-—--—.—--r—q—-—m———ﬂﬁT—-———_ﬂ—l—-’—-—ﬂ
A0 =Y 1 i } .
o GapEraloynnsgidture dn 1 4198 1 3675 [ 89,24
2. Curront oxoenditure in f f : -
farm businnss { 1582 1' 1355 ¢ 85.65
3. Capital cxoendituare in { ! {
non farm Husiese ; .5657 3 3566 - _ 63,04
4, Curront cxwonciture in ; ;
non farm_business | 5370 1+ 5275 ° 98,23
5. Capital expenditure of ‘ !
the hous:hold : : 2382 | 1577 66,20
6. Current household = i H _
consumption i 470 427 - 90.85
7. Cer ‘monics i 2698 | 2526 93,62
8. Litigation g 167 1 167 =}  100.00
9: Repaymont of debt E 2637 E 1501 i 56,92
- 10.0thers ) ! 3417 L 2590 % 75.80
l ------ iy 0 S SR Sy S Ty o S, Sy g dyls Sy W mby YN PG GEN T SR S
Total ! 3553 | 2868 | 80,72

Rates of interost and mode of repayment of ldan

A lowcr rate of intera2st is seen recorded in the
document furnishod by the loanees than that actually paid by
them, About ninety percent of the loan amount was issued at
rates higher than 23 per cent per annum, The proportion of
amount issued at rates ahove 36'percent was about two thirds,.
The loans are issued on the condition that they have to be
repayed in lump or in instalments. It was found that abput 46
percent of the total loan amount had to be repayed in lunp and
the romaining 54 percent in instalments,

.
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Table(10) Distributions of the total loan amount and that
shown in the document- accordlng to rate of 1nterest

Rate of interest in % -ngggggggge_gg_gggggg
e e o o e A e e o e b e B o - _ESEEél__'éE-QEEETEEE--__-__-
1. No. interest | 0.3 | 0.33
2. 1-11 | . 0.85 E 1.09 - ..
3, 12-17 | 5.26 1 25.40
4. 18-23 ' i 4.50 E 5.43
5. 24-35 I 23.04 | 19.83
6. 36-49 48,75 | 31.82
7. 50-74 12,33 f 12.04
8. 75 and above i 4.9 i 4.06
Total Llloo.oo L 100.00

Type of money lender

About 62 per cent of the total loan amount relating
‘to the same proportion of the no. of loans was distributed
either by licenced money lenders or registered money lending
institutions and the remaining 38 percent by the persons
with no licence,

; Table (11) Percentage distributions of no. of loans and
total loan amount by type of money lender

Ly LT I T Ty ——— ——— i o e - . o 4 —

T
Type of money lender - Percentage of lean
' A W S e e Ginkd o fain Sy e S A S S gy dm i
I Vo, ; Amount
Ll Y L e i Py s — -‘—q——— . TP S B -y T A SO L S ey —-——'--—-
1. Licenced money lender | 22,18 15.19
2. Registered institutlons _ 20,18 l 46,60
3. Others ) 37.64 38.21
Total 100.00 | 100,00
(

M U .y . S . s . —— e S WO
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Security for the sum borrowed

Nearly 65 percent of the loan amount issued by
the money 19nd@rs was without any written cdocument. Only | i
the remaining 35 per cent of the loan amount have any written
‘document £or the sum borrowec. Nearly eighty percent of
the loan amount was issuec on the basis of pers»nal aecurity
or sureity of persons other than the borrower.

Table (12) Percentage wistribution of loan amount distributed
-~ aeccording to s=scurity

——— -T-—_—--n—— -—-—-—-————--————--——

1

1. Personal suriety (Borrower) ? 58,69

2, Persons other than borrower E 31.80

3. Gold and other valuables i 12.63

4, Crop E - 0.10

5. Land H 2.38

6. Building i 1.36° . -
7. Merchandise ! 0.62 |

8. Others ! 2,42

9, Total i 100,00

-
i
I
|
1
1

- ——— e - it - e -

Period. of loan: The perlod for repayment of loan amount was
fixed from 3 months to more than 3 years, in the case of

a large portion of the amount advanced. For about two thirds
of the total sum advanced the period was bhelow oné year and
for.the rest it was one year and above, “The distribution

of the total'loan amount according to the period of loan

is given below. S '
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Table (13) Distribution of total loan amount according to
the period fixed for‘repayment

)
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Period of loan Percertage of amount

e e Sup g PRe TN Sl VL A R S S A DA PR apy ey T o o Tk doyy e e e

- - - B gy < — ot

1

1

{

3
1. One cay ] oo
2. One week- »i 2.88
3, One month ! 3.81
4. Three i onths ‘E 14.55
5. Six months ! 34.09
6, Six months to one year E 8.05
7. One year to 3 years ; 28.76
8, Above 3 years ; 7.86

“an1 ! 100.00

' Reason for approaching private money lenders

Abput 96 percent of the loans from private money
.lenders were issued without sureity and at short notice
Perhaps this is the main reason for the growth of private
‘Mmoney lending in the state. '

-

Table (14) Percentage distributions of the total amount -
availed from private money lenders according to
reasons for approaching them,

N £ G G WL e ks . e ----—--—--n—-t—.-—-—-r-——--———-I---—-u-—-l--p--_---'--"-

Reaen Fop pprsaghing Mt Tt
1. Suriety not required- o - 6.82
2. Easy to get the loan at short notice - 84,17
3. Suriety not requa.red and easy to -
-get the, amount at short notice ’ 4 .98
4. Others _ 4,08
5. ALl - 5 ‘ ' 100,00

Y ST e W gy .
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m Y. and conclusion

_ 7 Nearly 47 percent of the households in the state were
. found to be indebted as on 31st March-1982. The total out-
standlnq debt of the household was of the order. of F3,1713
| .crores. About 36 oercent of the loan amount was taken for
.capital and current expenditureé on non farm bus:.ness. Re= 7
. orgam.sed agencs.es lixe Commerca.al banv:s, Co-operatlve socJ.et- )
ies and their ’oanks Governrent, - Insurance and employees |
prov:Ldent fund could cater only about 81 per cent of the 1oan
advanced. Private agencics orovide the remaining 19 percent
/_ of the tntal of which about one third goes to money lending
agencies and two thirds. to friends and rslatives. Yhe loans
adgamced by the above two agenciss together works out to 53.326
-crores'. About 21 percent of the total loans availed was at !
-rates above 17 percent per annum, -which works out to Rz, 366
' crores. co ‘

About 63 percent of the 1oan amount advanced by
private agencies was for capital and current expenditure in-

non farm business. Fifty four percent of the total loan

- .amount was to be repayed in instalments. The- pa:lvate parties

charge very high rates of J.nterest. Nearly two thirds of
‘the total loan amount issued by the private money lenders was
at more than 35 percent rer annum, - Abput thirty eight per-
cent of the total ioan amount issued belongs to persons
- other than registerad institutlons. Nearly two thirds of the
loan issued was without any written document and for short
term. Eighty percent of the amount was issued on the basis of .
individual or collective sure::.ty.‘ Since it is easy t¢ get’ the
loan at short notice without any rnater:.al surelty the Dorrowers
approach them. LT

Rates of interest charged by the prJ.Vate agencies are |
very high. Source of flnance of these agencies are nainly

~their own savings and that of other 1ndiv1duals, who are eager - ‘
to get higher rates of interest for their savings. The
deposits of these individuals collected at higher rates of

interest in turn fetch much higher rates from the borrowers.

The loanees approach the private agéncies,because of the
sdmple procedure of availing loan without proper security.

--u—-—————
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