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ABSTRACT

The present study assesses the depth of indebtedness of the small borrowers and their
propensity and capacity to repay the loans obtained from various formal and informal credit
providers in the district of Darjeeling, West Bengal, India. The study also makes an attempt
to explore the relationship between the above two factors relevant in accessing the credit by
small borrowers. The study is based on primary data, collected from 189 households in the
four blocks (Matigara, Naxalbari, Phansidewa, Khoribari) and 55 households of Siliguri
Municipal Corporation area situated in the plains of the district of Darjeeling. These 244
households of small borrowers comprise of different social communities whose indebtedness
was less than Rs. 2,00 thousand per lender were considered as small borrowers. The
processed data have been presented in tabular form with comparative analysis and a
correlation between the variables has also been shown. The Primary findings of the study
are: i) more than 94% of total loans taken by small borrowers are repaid regularly. ii) The
percentage of absolute non-repayment in case of informal loans is more than the percentage
of non-repayment of formal loans. Iii) The percentage of number of defaulted loan repayment
in case of formal loans is higher than the percentage of defaulted loan repayment of informal
loans. It is observed that the number of non-repayment of loan and the total number of loans
taken by the small borrowers is found insignificantly correlated. It is also observed that the
quantum of indebtedness of small borrowers is not correlated with number of defaulted loans.
The study thus provides an understanding of indebtedness of the small borrowers and their
propensity to repay loans. The findings are relevant for policy making by financial providers
in order to assess their asset situation and while making provisions for loans to creditworthy
small borrowers.

Asian Research Consortium
www.aijsh.com



KEYWORDS: Small Borrowers, Indebtedness, Repayment Of Loans, Formal Loans,
Informal Loans, Darjeeling

REFERENCES

Abraham A. 1985. Subsistence Credit: Survival Strategies among Traditional Fishermen.
Economic and Political weekly, Vol.20, No. 6, ( Feb 9, 1985. PP- 247-252

Aleem Irfan. 1990. Imperfect Information, Screening, and the Cost of Informal Lending : A
study of Rural Credit market in Pakistan. The World bank Economic Review, Vol. 4. No.
3.Pp- 329-349.Published by Oxford University Press.

Annual Report of Association of Micro Finance Institutions- West Bengal. (2012-2013;
2013-2014, 2016-2017).

Census 2011 data , http://www.census2011.co.in/census/district/1-darjiling.html

Chatterjee, S and Mukherjee, S. R. Purpose of Credit and its Utilisation by the small
borrowers in the district of Darjeeling. Indian Journal of Economics and Development, April
2019, Vol 7 (4).

Dhakal P.C, Nepal G, (2016). Contribution of Micro-Finance on Socio-Economic
Development of Rural Community. Journal of Advance Academic Research ( JAAR).
January 2016, Vol. 3 No. 1

Fernald L.C, Hamad R, Karlan D, Ozer E.J, Zinman J. ( 2008) Small Individual Loans and
mental health: a randomised controlled trial among South African Adults. BioMed Central
Ltd Http://www .ncbi.nlm.nih.gov/pmc/articles/PMC2647924.Published online on
16.12.2008doi: 10.1186/1471-2458-8-409M.Mohieldin, 1994

Gupta, S.P.(1969). Statistical Methods ( Books), Published by Sultan Chand & Sons, New
Delhi. (Reprint , 2015).

Kelso W. R, Social and Economic Background of the small loan Problem, Law and
Contemporary Problems. Vol. 8, No.1, Combating the Loan Shark (Winter, 1941), pp-14-22.
Published by Duke University School of Law, DOL: 10.2307/1189370, Http://
www.jstor.org/stable/11 89370 Dhakal and Nepal, 2016

Latifee, H.I. ( 2003). Micro-credit and Poverty Reduction.Presented at the International
Conference on ‘Poverty Reduction through Microcredit’, 11.

Malegam Y.H . Report of the Sub-Committee of the Central Board of Directors of Reserve
Bank of India to Study Issues and Concerns in the MFI Sector.Reserve Bank of
India, January-2011.

Mohieldin M. 1994. Informal Financial Transaction in Egypt : Social Collateral, Collective
Arrangements and Pyramid Scheme, British Society for Middle Eastern Studies. 1994

NABARD All India Rural Financial Inclusion Survey 2016-2017

Pradhan N.C, 2013. Persistence of Informal Credit in Rural India: Evidence from °All-
IndiaDebt and Investment Survey’ and Beyond. WPS ( Depr): 05/2013, RBI Working Paper
Series. Department of Economic and Policy Research , April 2013.

Ramachanran V.K. and Saminathan M. (2002), ‘Rural Banking and Landless labour
Households: Institutional Reform and Rural Credit Markets in India’. Journal of Agrarian
Change, Vol. 2, No. 4. October 2002, pp 502-544.

Reserve Bank of India website, www.rbi.org.in

Asian Research Consortium
www.aijsh.com


http://www.census2011.co.in/census/district/1-darjiling.html
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC2647924.%20Published%20online%20on%2016.12.2008
http://www.ncbi.nlm.nih.gov/pmc/articles/PMC2647924.%20Published%20online%20on%2016.12.2008
http://www.jstor.org/stable/11%2089370
http://www.rbi.org.in/

Small Borrowal Accounts of Scheduled Commercial Bank, Basic Statistical Return, Various
Issues.Reserve Bank of India.

The Clearing Corporation of India Ltd. http://www.zaubacorp.com/company/THE-
CLEARING-CORPORATION-OF-INDIA-LIMITED/U65990MH2001PLC131804.date  of

accessed: 22.02.2019. (CCIL)

Asian Research Consortium
www.aijsh.com


http://www.zaubacorp.com/company/THE-CLEARING-CORPORATION-OF-INDIA-LIMITED/U65990MH2001PLC131804
http://www.zaubacorp.com/company/THE-CLEARING-CORPORATION-OF-INDIA-LIMITED/U65990MH2001PLC131804

