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Executive Summary

India has been growing rapidly for the past couple of decades. The growth rate is
supposed to be one of the fastest in the world. Treddthto an enormous growth

in economy. However, there are vast areas, especially the rural areas, which are
untouched by this growth. Inclusive growth has therefore become very important
for the government to pursue vigorously. Financial Inclusion isygoitant tool

for ensuring inclusive growth. Various approaches like expanding the Exttis
linkage Programme, Using technology for extending financial services, Using the
BC-BF model amongst others has been pursued in expanding the financial outreach,
especially in the remote areas like North East. However, given the diversity of the
region and its hilly terrain, the progress has been slow and tedious. The region is
also home to traditional institutions which are part of the community and are
involved in gverning and providing community services including financial
services to its constituents. The potentiality of engaging with them and expanding
outreach to the rural and remote areas is immense. The study therefore looks at
these institutions closely s@ @ understand their processes and inform the formal
sector either in developing linkages or modify products and processes in the latter.
In order to capture the information more vividly, the study has restricted itself to
looking at onlysix districts coering Lower Assam.

The study was conducted using both primary and secondary data. The primary
survey covered samples from the households, traditional institutkarsshois.
Participatory Rural Appraisal Techniques were used to elicit responses aridinan
behaviour from households. The study area was confined to Lower Assam.

This area is the most economically backward region of Assam. It is also low in the
Human Development indices. The pictuse the same asegards the banking
parameters. The branctetwork is sparser here than the other parts of the state.
Consequently, it is also the most financially excluded area of the state. Except for

the district of Kamrup which has the capital city of Guwahati, almost of the districts

! Traditional Groups offering savings and credit services to the rural households
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shows very low savingsd credit A/Cs per 100 adult population. Similarly, the per
capita deposit mobilized or per capita credit disbursed is also very low. Thus, the
financial exclusion is very high. The rural financial market is therefore dominated
by the informal sector ingtitions, offering financial services to the area, especially
the poor.

The credit markets of the study area is characterized by requirements which are
small and mostly for household expenditure. The data also reveals that the Life
Cycle lumpsum needs ¢iouseholds were mostly used for Diseases, Education for
Children, Marriages, Social functions and House building and Repair. Besides the
above, another set of requirements is generated from the seasonality of income and
expenditure and the mismatch thatws between them over the entire year. Given

the lack of availability of financial instruments to meet their needs, they often seize
opportunities available to them, mostly in the informal sector through either savings
or credit. Whatever may be the pratiuthe poor would use it only if it is flexible,
reliable and convenient. It should be easily accessible with minimum transaction
cost. Most of these set of requirements are fulfiled by the informal sector
institutions and hence they dominate the ruraricial landscapes in Lower Assam
Among the various informal institutionXonchoisare the most used informal
institution. Xonchoisare ASCAs (Accumulated Savings and Credit Associations)
which are concentrated in the districts of Nalbari, Kamrup, Barp&taCAs are
commonly found in other parts of the world. In some parts of Africa it is also being
actively promoted as Village Savings and Lending Associations in areas where they
are absent so as to provide an option to the people living in these arbiatbari,

they are ubiquitous and cover as much as 90% of the households as compared to
only 39.2% by banks and only 43.2% by SHGs. In terms of usém®hoisare

used extensively by households. In Nalbari, on an average, 100 households have
481 saving ecounts with these institutions as compared to 55 savings bank account
for every 100 households. Similarly, SHGs have only 53 savings bank accounts for
every 100 household$n other words, there are only 53 households which have

membership in SHGs. Assung 10 members per SHGs, there are 5.3 SHGs per
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100 householdDespite its near absence in districts of Kokrajhar and Dhubri, the
average saving accounts with these institutions were still at 162 for every 100
households as compared to only 68 bank acsotmt every 100 households.
Nearly, 70% of the all the savings accounts in Nalbari akoimchois.Only 8% of

the savings accounts are in banks. Moreov&rge number of the savings account

in banks are also dormant and very irregularly used (nearly7lrcomparison,

the Xonchoisare used extensively (mostly on a monthly basis).

In terms of its depth, it is seen that it is used extensively by all the classes of
households i.e. the rich, ast-poor and the pooAmongst the poor hiere are 82
savingsaccounts per 100 households as compared to only 14 accounts in banks by
them and 42 saving accounts with the SHGs. Despite the use of banking services by
the rich, they still useXonchoisextensively. For instance, on an average the rich
had 167 savingsamk accounts for every 100 households compared to 332 savings
accounts withXonchoiswhich is almost double. Similar is the case with credit
accounts. In factit is so populathatin the districts of Nalbari and Kamrup that
they have displaced the moteyder here. There is a strong correlation of the
presence oKonchoisand the displacement of money lenders and it is significant at
99%.

Although theXonchoisbreak after a period and distribute the corpus as dividends
and the SHGs do not do so, the ager amount saved in ti@®nchois by the poor,

are still much more than in the SHGs. Overall, the poor save much more in
Xonchoisthan in the banks. Thus, th&onchoisare the most extensively used
institutions for financial services by the rural housebadpecially in the districts

of Nalbari, Kamrup and Barpeta. They offer their services cutting across class,
community and gender. In Nalbari, male groups are equally common as women
groups. This makes them perhaps the most financially inclusive of lthtbeal
institutions including the SHGs.

Xonchoisare popular amongst all segmeptsmarily because of certain features
which endear them to the people. They are looked upon as secured instruments as

default rates has been low due to strong membetrabas all of them areither
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their neighbours, friends and relatives. Similarly, high returns on their savings,
easy, flexible and simple and friendly process, physical and perceptual proximity
and loan facility integrated with savings are attributes Xtwamchoisrankvery high

as compared to banks or other financial intermediaries. All of these make it a
financial institution which is used extensively by all classes of people and by all the
communities in the districts.

The range of membership Konctois usually varies from 8 60. However, in the
districts where they are concentrated, the sizes are much larger ranging #@®n 20
Although most of them consist of female members, in Nalbari, where it is
concentrated, it is dominated by males suggestiagit also plays an important in
economic activity.

Xonchois, by design, has fixed tenureship. This is their strength. However,
Xonchoisin the study area have extended their tenureship and thereby expanded the
savings product range to seven differgmtes of savings produetmuch more than

a typical ASCA offers in other parts of the world. The households therefore have
multiple memberships in them to avail the different benefits associated with them.
In addition to savings tlyealso offer credit. T multiple memberships are also to
ensure that they have an access to a larger sum as and when they require it. They
use the Xonchois as their credit card, drawing from it when required and
replenishing back when they are in surpkisnchoisare extremelylexible in their
operations with contribution amounts varying based on the seasonality of income
and expenditure. All of the above makeésnchoisa preferred institution to save
and borrow money from.

In comparison with SHGg{onchoisscore higher irthe following points.

Firstly, there are no staup costs inXonchois as the norms and process are known

to all the membersthey therefore do nateed to be trained in its operations. They
leverage on the knowledge which is available. This is very erdik SHG where
large investmerst are needed ircapacity building and training of members.

Knowledge has to bé&ransmittedfrom outside.This can be costly and hence
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prohibitive. Xonchoison the other hand, because of its low costs can be started up
by anyame with some members.

Secondly,Xonchoisare easy to manage. The cash collected is disbursed every
cycle, thus reducing the scope for fraud. The books are very simple (often just in a
single sheet) and the accounting is kept within manageable limitseagroup
breaks after a fixed period and disburses the entire cofoushe other hand, a
large number of bookkave to bemaintained in a SHGThis means thaat least

some memberkas to berained in book keepinguite well for ensuring that the
booksare well maintained and updatddhe absence of this has been a serious issue
in the SHG management and consequdmly kadto delinquency in them.

Thirdly, the benefits oKonchoisare clearly marked out. Members are aware of the
date of termination ahe Xonchoisand the amounts that they are likely to get at the
end of the term. This ensures members interest in the group and thus effective
control. In an SHG however, since they do not have fixed tenureships, members
cannot link the savings and thenledits from it. The fund generated is looked up as
only a conduit to access loans from external agencies like banks. Once this is
achieved, members gradually loose interest if the banks are not responsive enough
in providing repeat loans. Consequently, thembers drop out of the group and it
defuncts.

Fourthly, Xonchoisoffer the households the flexibility to contribute more when
there is surplus in the house and allows them to draw down from it when their cash
position is tight. It also provides the acgde the larger lumpsum when they need

it. All of these ensure thatonchoisare viewed as essent@ping mechanismnal

hence being part of it is very natural and also esseifitied. members in a SHG,
however,saveonly small amounts and the inflexibiitof its mechanism does not
allow the households to use it effectively as an instrument of coping with their crisis
and other needd. t therefore remains outside the
household unlike th¥onchois.

There ardhowever two weakmresses irKonchois.The over reliance on the manager

could lead to problems especially in a group where most of the members are
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illiterate. And in most of the caseXonchoisare able to meet only the basic
requirements of the households. They have moailgd to meet long term savings
needs or larger loans for production related needs etc.

Besides, th&Xonchoisthere are other types of traditional institutions which provide
financial services only partially. These are village level institutions whichigeo
community services to the community. They differ in scale and scope in different
areas and within the different communities. These are fairly powerful and hence can
censure individuals/households if they violate the norms of the group. They also
provide financial services but in a limited manner and also to the most needy. They
therefore provide some sort of a social net to the most underprivileged and needy in
the villages.

Traditional institutions therefore play a major role in the rural areabeotudy

area. Some of them, like th¥onchois, provide crucial financial services to
households. They have an enviable outreach, surpassing all the other intermediaries
including money lenders in their area of concentration. It is truly one of the most
inclusive of all the financial institutions in the area. Their excellent track record due
to their good governance and transparency ensured by strong member control
makes it a highly trustworthy institution where the household can park their
savings.

Some éntative suggestions for linkages Xonchoiswith bankshave been made.
These suggestions however need to be taken up aftdy a detailed product
developmentvork including ploting is undertaken. The suggestions are as follows;

i) A recurring deposit scimee for a longer term upto 7 yrs or so. This
would help the members to build up a larger lumpsum which most of the
Xonchoisare currently not offering.

i) A term deposit (or fixed deposit) scheme for a period of 7 years or so.
This product is also not beindgfered by mosXonchois.

iii) A credit linkage for a larger amount with théonchoi offering a
guarantee for its members. A part of the corpus of the group could also

bekept as security by the banks till the closure of the loan.
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For the other traditional itisutions involved only partially with offering financial
services the role could behat of providing assistance to the banks as Business
Facilitators. This could start initially with tHeong Committeesf Bodo areas and
theKuchisof Barpeta.

However, the study also recommends a thorough change in the mechanism of
communication between the two set of institution from two different worlds. The
formal institutions are a product of the literate world and hence emphasize on text
and documented records. Tinéormal institutions on the other hand condutiost

of its business orally. This ensures effective participation of its members and
therefore is its strength. Effective, meaningful and sustainable communication can
take place between the two only if thencipal and processes of these informal
institutions are more carefully understood and an appropriate architecture of
engagement be built up between the two. Some steps towards that has been
recommended including using of pictures and symbols rathertéxas and also
using of IT for recording sounds and visuals etc. Further research work in terms of
building up the tools and piloting it could help engage with these institutions and
help making these remote communities financially inclusive in a low a&odt

sustainable manner.

kkkkkkkkkkkkk
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CHAP-1
INTRODUCTION

Financial inclusion is a singuo-non of development especially in the context of a
developing region. This is the reason for the strong emphasis of the Government of
India and the Resee Bank of India for financially including the majority of the
population of the country. This is more so for the regions like the North East
Region which has a large number of population still outside the fold of the formal
financial agencies. The tabbelow clearly shows the extent of financial exclusion

of the North East Region. More than 95% of the HHSs is financially excluded from

the formal sources in the North East Region.

Table 1.1
Region-Wise extent of Financial Exclusion
( No. of Farmer HHsn lakhs

% to Indebted Exclu-

Region L0|_t|2| t(ler(]jdﬁlkli;s thg: in(;\:e%?ed :'(')'t"ai fortr?‘al (t’/ootgjl ?Oer?ng?/ (t)/ootg?

HHSs HHs sources | HHs | Sources | Hs
Northern 109.46 56.26 51.40 53.2 48.60 27.423 25.05 82.04 74.95
North Eastern 35.40 7.04 19.90 28.36 80.10 1.448 4.09 33.95 95.91
Eastern 210.61 84.22 40.00 126.39 60.00 39.467 18.74 171.14 81.26
Central 271.33 113.04 41.60 158.29 58.40 60.814 22.41 210.52 77.59
Western 103.66 55.74 53.70 47.92 46.30 45.586 43.98 58.07 56.02
Southern 161.56 117.45 72.70 4411 27.30 69.072 42.75 92.49 57.25
Group of UTs 1.48 0.49 33.10 0.99 66.90 0.15 10.14 1.33 89.86
All India 893.50 | 434.24 48.60 459.26 51.40 243.96 27.30 649.54 72.70
NE,C&E
Regions * 517.34 204.30 39.49 313.04 60.51 101.73 19.66 415.61 80.34
Share to All-
India (%) 57.90 | 47.05 68.16 41.70 63.99

Source: Report on the Committee of Financial Inclusion, 2008
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Majority of these excluded households belonged to the small and marginal farmers.
At a disaggregated levehe situation is much more acute with more than 70% of
the districts in Assam having an exclusion which ranges from ©88.5 %
(Rangarajan, 2008). Other studies have also corroborated the huge gemanafi
services to the regiofNEC, 2009). Not onlys the region highly excluded but the
diversity is also extreme. There are districts which have only one bank branch to
cater to the entire district. The Report of Committee of Financial has reported that
more than 70% of the districts of the more devetbptate of Assam had a credit

gap of 96.11 98.5%. The situation was worse for the other states, particularly
Manipur, where the report calculated a credit gap of BRQ.2 for all the districts

in the state. The report also strongly advocates that nhane 50% of those
financially excluded must be covered by 2012 and the rest by 2015. In order to
ensure this takes place as per plan, various methods have been prescribed for
expanding outreach of banks viz, expanding the branch network, expanding SHG
Bark Linkage programme, using technology like biometric card, mobile banking
etc. However, for this region, an innovative approach have to be adopted where the
diversity is immense both in terms of physical and social and the costs of offering
would remain pohibitive because of hilly terrain and low density (Sharma, 2008)

On the other hand there is a fairly vibrant rural financial market operating in the
region, across geographies, which is mostly informal in nature. Theos@d of

NSSO clearly reportdait almost 80% of the households in Assam were indebted to
the informal sector as compared to only 60% in the country as a whole. And a large
portion of these suppliers are the community based traditional financial institutions.
Some of these aréonchoisin Assam,Marupsin Manipur,Maharisin Garos Hills

of Meghalaya etc. Studies have shown their large presence in this area and also its
popularity amongst all section of population. (Moulick, 2008; Sharma and
Mathews, 2009). The existence of such tradd@lonommunity based financial
institutions, may have come about due to the abundance of social capital available

in the regiorthanks to the distinct tribal attributes within the social and cultural life
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of the community. The following excerpt from an ddidrom a journal named
Ishani would give a sense of such institutions.

AOne of the 1 mportant features of the tri
traditional form of village government. Each tribe has its own pattern of
government. The villaggfollow a Constitution of the village which has been passed
mostly orally from generations to generations. The coherence and solidarity of the
vill age are sustained through the admini ¢
(Thakker 2009)All of these with a few exceptions are highly democratic and also
has strong bonding with the commuriitgan effective village panchayat.

This clearly shows the importance of these institutions in the rural life of the region.
Given the challenges posed to the forseattor in expanding outreach to the rural
areas, it was felt that an understanding of the outreach and workings of these set of
institutions would inform the formal sector both in terms of the product
development and also in building linkages with themeyeéby helping in expanding
outreach for the formal financial institutions to the financially excluded region.

It is in this connection that this study has been undertaken to understand the
institutions existing traditionally in the rural areas of theargbince the diversity

of the region is large it was felt that some small areas would be selected initially
and it would be endeavoured to analyze its relevance in achieving financial
inclusion. The region chosen for this study is therefore the disloctded in the

Lower Assam. This is because studies reveal a large presenxandfoisi an

typical ASCA in this area. (Sharma and Mathew, 2009). Although the above
mentioned study does look into the phenomenon, it takes into account only two
villages inAssam. This study would be a much wider one which would cover the
scope and expanse of these institutions across in the region. It would capture other
types of traditional financial intermediary available in the region.

The location of the region whereetlstudy was conducted is given in Fig 1.1. The
districts located in this region are Kamrup, Nalbari, Goalpara, Bongaigaon,
Kokrajhar and Dhubri.
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Fig 1.1
Figure showing the study area with the districts

Fig 1.2
Figure showing the disticts

1.1 Obijectives of the Study:

i.  List out the traditional institutions, which are providing financial services.

ii.  Tounderstand scale and scope of such institutions.

iii.  Tounderstand the processes and their workings.
20



iv. ~Screen out potential nstitutions, which can undertake financial
intermediation in future.
V. The extent of their meeting the client
vi.  Suggestions for linkages between the formal and traditional institutions.
1.2 The Study Area:

The study area is located in the Laver Assam. It consists of seven districts. The

area is populated by a diverse group of people. The distribution of the major
groups of population is given in the Fig 1.3. As can be seen that there are 10

major groups populating this area.

Fig 1.3
Distri bution of different communities

B rdivasi Bl Garo

Bl Assamese B Karbi
Assamese Muslim Bl Rajbonshi

B Bengali Il rRabha

W Bengali Muslim

B Bodo

1.3 Research Questions:

Thestudy would attempt to answer the following research questions;
i) Which are the traditional community based institutions offering financial services

in the region and what are their outreach?
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i) What is the nature of demand for financial service in the study area and how far
have the different traditional financial institutions being able to meet them?

iii) How deeply have they penetrated the rural financial markets of the region and
have hey managed to marginalise other players like the money lenders?

iv) What are the distinctive features of their product and delivery mechanism?
1.4 Methodology:

The studyis based on the analysis bbth primary and secondary data. For

secondary data, Cams of India, Banking Statistical Returns of RBI, NSSO data
besides data from other studies and reports were used.

14.1 Sampling Framework:

The primary data was collected from samples. As the districts have a diverse group
of population, attempts were nm@ado make the samples as representative as
possible by coveringhost of the major groups the study area.

A two-stage sampling was undertaken. At the first stagellages were selected

per district. A stratified random design was undertaken for selecof villages

covering the major communities. The distribution of tHeges is shown in the fig

1.4 and a brief sketch of them @igen in Annexurd.

Fig 1.4
Distribution of villages in the districts
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At the second stage, thellbwing samples were selected within each of the sample

village for the study;

Households at the village level

Informal savings and credit groups at the village level
Traditionalfinancialinstitutions involved in financial intermediation
Groups of peo@ from village for various PRA (Participatory Rural

Appraisal) exercises

i) Households at the village level

Within the villages, 15 Households were selected on a random basis. Care was

taken to ensure adequate representation of the poor, nsb-poor and rich as

per their proportion in the village.

The breakup of the districtwise distribution of samples are given below.

Table 1.2

Distribution of samples
Particulars | Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari
Nos. of 5 5 4 5 5 5
villages
covered
No. of HHs
covered
Poor 35 37 22 15 31 27
Not-so- 26 32 21 25 29 24
Poor
Rich 14 5 12 18 15 23
Total 75 74 55 58 75 74

These samples were taken in order to understand the various types of institutions

used by the rural HHs for meeting their fical needs.

ii) Informal savings and credit associations (ASC@&nchois)

The second group covered was the Associated Savings and Credit Associations

which are colloquially known aXonchois(which populate most part of the study

area). In this casa ceasus of these institutions was undertaken in each selected

village using the snowballing technique. Tleatire groupwere mapped and

covered in the villages visitedhe breakup of the covered samples is given in the
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table below This method of samplingag used to get a sense of their outresauh
coverage and also their diversity. No such institutions were found in the district of
Dhubri. The brealup of the covered ASCAs are givenTable 1.3.

Table 1.3
Distribution of Samples of ASCAs

Particulars | Dhubri | Barpeta | Goalpara | Kamrup | Kokrajhar | Nalbari
Nos. of 5 4 3 4 5 5

villages

covered

No. of 6 37 26 57 19 84

ASCAs

iil) Traditional Institutions involved in financial intermediation

The third group covered in the study was the traditional institutions atthe
village level which are also involved in financial intermediation. As in the
earlier case, a census survey was carried out in the selected villages for
covering the traditional institutions which were also involved in providing
financial services. Thebreak-up of coverage of these institutions are given in

the table below;

Table 1.4
Distribution of Samples of Traditional Institutions

Particulars | Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari
Nos. of 5 3 0 3 2 10
traditional
institutions
covered

iv) Rural persons (representing households) covered through PRA exercises

Besides the above, Participatory Rural Appraisal (PRA) Toolkits were also run in
the selected villages. The PRA technique was used primarggitomore insight

into the financial bedwviour of the community from the studied villages. The
persons covered under these toolkits were selected randomly from the \Allage.

method used in data collection is explained clearly in the next section.
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The total number of persons who were covereduth the PRA exercise in the

various districts is given below.

Table 1.5
Persons covered under the PRA Exercises

Particulars | Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari | Total

Nos. of 39 68 41 38 37 48 271
participants

1.4.2 Method of Data Collémn

The method used for data collection is as follows;

) For the households at the village level a questionnaire was used as given
in Annexurell

i) For the Informal ASCAs a questionnaire was administered as given in
Annexurelll

iii) For the other traditional insttions involved in offering financial
services another set of questionnaire was used as given in Anihéxure

iv) And lastly for understandintipe financial behaviour of people, detailed
PRA toolkits were run. Arief description of the toolkits adopted and
the purpose is givein Table 1.4.

Table 1.6
Description of the Toolkits and their purpose for use
SI. No. | Name of Tools Rationale
1 Focus Group | To get details of the savings options as well as the G
Discussion options that is being practised by theople in the

sample districts and their preferences for those serv

2 Life Cycle This tool been used to identify the lifecycle eve
which create financial pressure on people and the
people cope with crisis situations.

3 Seasonality This toolbeen used to understand the cash flows ot
community and identifies the times in the year w
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there is high and low probability of savings as wel
credit.

4 Financial This tool had been used to understand the preferg
Services Matrix| for savirgs service providers as well as credit avall
sources of the people from different economic strat

the area.
5 Relative This tool been used for culling information on {
Preference existing service providers formal, semi formal ang
Ranking informd who/which provide savings services as well

credit services in the area and what attributes
preferred by people and how do they rank th
institutions as per these attributes.

These toolkits have been adopted from the list of PRA Toolkits desigd by
Microsave’. To understand the financial behaviour of the people from the
studied districts the PRA team conducted 29 numbers of PRA Exercises.
Following table represents districtwise scenario on numbers of PRA exercises
and the names of the PRA tos, which have been used covering 271 persons in
total.

Table 1.7
District -wise Distribution of PRA Toolkits

Particulars | Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari | Total

Nos. of 4 3 3 3 3 3 19

villages

covered

Toolkits 4 6 5 4 5 5 29

(Total)

Life Cycle 1 1 1 1 1 2 7

Financial 1 1 1 2 0 1 6

Service

Matrix

Relative 1 1 0 0 1 0 3

Preference

Ranking

2Mi crosave is a team of professionals who has been
reliable consulting firm for Fiicalanarkeirgldted Ser vi ce Pr |

solutions that are extensively used across the globe.

26



Focus
Group
Discussion

Seasonality

27




CHAP- 2

ECONOMIC PROFILE & STATUS OF FORMAL
BANKING IN THE STUDY AREA

2.1 Background

Assam the gateway of Northeast India, with an area of 78, 438 sg. km. having a

population size 26, 655, 528 and is a land locked state situated at the far eastern
corner of Indian sugontinent and connected with the mainland throdigé
chicken neck. On its north it has international border with Bhutan and to the south
with Bangladesh. It is surrounded by Bhutan and Arunachal Pradesh on the north,
Manipur, Nagaland and Arunachal Pradesh on the east, Meghalaya, Mizoram and
Tripura onthe south and West Bengal and Bangladesh on the west. Almost 87% of
the total population inhabit in 26,312 nos. of villages. Literacy rate is almost 63.3%,
out of which male 71.3% and female 54.6%. The rural literacy rate is 59.73% (2001
census). The ecomy of state of Assam has been primarily agricultural although

in recent years servicegctoris slowly emerging as the dominant sector. However,

in terms of livelihoods, agriculture continues to play a major role where even in
2001, 52% of the total wofrce are engaged in the sector. Agriculture accounts
for the livelihood of fowmf i ft h of the stateds popul ati c

stateds economic growt h.

Table 2.1
Sectoral distribution of the economy of the state
(Rs. In crore)

Industry At Curr ent Prices (200607)
Total In %
Primary Sector 21297.66 36.54
Secondary Sector 9686.32 16.62
Tertiary Sector 27288.66 46.83
Total 58272.64 100.0

Source: Statistical handbook, Govt. of Assam
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Tea is one of the important cash crops isutnostly restricted to Upper Assam

areas, although, a few of them are also present in the study area of Lower Assam.

Sericulture is another important activity and gives employment to a large number of

people. Most of these are located in Lower Assam. [ahgest Silk cluster in

Assam which is involved in production of both yarn and cloth is located near

Guwabhati in a place called Sualkuchi.

The state of Assam can be divided into three broad categories from the

geographical point of view

i.  The valley areaf river Brahmaputra, which covers the major portion of the
state.
ii.  The valley areas of river Barak, which build up the southern plains of the
state and
iii.  The hills districts of the study area consisting of the districts of Karbi

Anglong and N.C.Hills

Howeve, the study region comprising of the seven districts can be divided into

three regions; i) the flood plain regions of the Brahmaputra river which includes the

Char areas, ii) the foothills of the Himalayas in the north and iii) the foothills of the

Meghahya Plateau in the south.

These three regions have different ethnic group of people residing here. The

distribution of the ethnic groups are already shown in the Chatey 1.3

2.2 SocieEconomic Profile of the Study Region:

The region is the moskensely populated area in the entire North East region as can
be seen from the Map in Fig 2.1 and the Table 2.2.

Table 2.2
Demographic profile of the study area
Sl. No. District Area(sqg. km) | Population | Density | Sex ratio
1 Barpeta 3,245 1642420 506 941
2 Dhubri 2,838 1634589 584 944
3 Goalpara 1,824 822306 451 955
4 Kamrup 4,345 2515030 579 894
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5. Nalbari 2,257 1138184 504 937
6. Kokrajhar 3,129 930404 294 945
ASSAM 78,438 26,638,407 340 932
INDIA 3,287,240 | 1,027,015,244 324 933
Source: Censusliodiia, 2001
Fig 2.1

Map showing density of the population, 2008
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This high density has been largely due to the high growth of population especially
1941 onwards which continued upto 1991. The population growth has come down
only in 19922001 as can be seen from the fig 2.2. This high growth has been fueled
largely by the influx of population from Bangladesh and erstwhile East Pakistan
into the study area which has also been the reason for the political turmoil in the
state from 198s onwards. The high growth of the population in the study region

vis-&vis the state clearly points to this fact (see Fig 2.2)
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Fig 2.2
Trends of Decadal growth of Population
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This high growth of population coupled with loesource base has made the region
poor in most soci@conomic parameters compared to the state. For example, the
Per Capita Income is lower for most part of the study area as can be seen from the
Fig 2.3. The average for the region is however slightly migien the entire state
only because of the presence of Kamrup district, which has the highest gross district
domestic product for Assam; thanks to the city of Guwahati which is located in this
district. A large part of rural Kamrup also depicts similapmpsocieeconomic
characteristics as the other parts study area.

Fig 2.3
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This low per capita income is primarily because low resource bag#ecowith

low labour productivity and the absence of any significant modern industrial sector
to absorb the excess labour. All of these have contributed to the growth of micro
enterprise sector in the rural nfarm sector. Most of these are in the sex\gector.

As is clearly evident from the Table 2.3, for most of the districts, except Barpeta
and Dhubri, the service sector forms the major segment of the economy. These
consist mainly of petty business and micro enterprises taken up to eke theirdiving a
the productivity from agriculture is low.

Table 2.3
District -wise and Sector wise distribution of the economy

Districts Primary Secondary Tertiary
Barpeta 67.1 13.2 19.7
Nalbari 29.3 31.5 39.2
Kamrup 12.9 22.2 65.0
Bongaigaon 29.1 21.0 50.0
Dhubri 41.0 23.8 35.2
Goalpara 33.9 25.7 40.4
Kokrajhar 23.3 14.8 61.9
Lower Assam 28.8 21.1 50.0
Assam 35.3 17.7 47

Source: Statistical Handbook, Govt. of Assam, 2007

This low productivity in agriculture has also led people to move to other sectors as
evident from the Table 2.4 where a lower proportion of workers in the study area
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are involved in the primary sector as compared to thdénélib and State average.
Besides services, the households are also engaged in cottage industries much more
than in the ther parts of the state. It also suggests that the economy of the study
area is dominated by the unorganized sector consisting mostly of micro enterprises
and therefore informal in nature.

Table 2.4
Distribution of workers for different regions of Assam, 2001

_ % worker in %o workersjos  other% marginal Participa
Region agri.sector [N HHlI  workers workers ftion Rate
Assam 52.4 3.62 44.03 25.42 35.8
India 58.40 41.60 22.20 39.19
Lower Assam(six covered districts) 51.3 4.74 43.97 20.57 32.5

SourceStatistial Handbook, Govt. of Assam, 2007
Moreover,the dependency ratio of the regienmuchhigher than the statnd the

country (see Table 2.4). A large portion of the female workers are also in the
marginal categoryNot only is the income small, it ialso unpredictable and
unreliablegiven the type of activities the households are engagddisitherefore

clear that the levels of poveryemuch highein the study area as compared to the

state.
Table 2.5
Male & female proportion of workers for diffe rent regions
Region Category % Marginal Worker
Assam Male 14.9
Female 52.6
India Male 12.7
Female 42.8
Lower Assam(six covered Male 11.1
districts) Female 59.4

SourceStatistical Handbook, Govt. of Assam, 2007
In terms of the other parametertaexcept for Kamrup, the other districts are

much poorer than the rest of the state
In terms of Human Development Index (see Fig 2.4, 2.5), most of the districts in the
study area are much lower than the state average. Similarly, the urbanization rate is
much lower for these districts.

Fig2.4
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SourceCensus of India, 2001
2.3 Social Indicators

Besides the economic factors, the region is also much below the state in social

indicators like literacyate and Infant Mortality Rate (IMR) etc.

Fig: 2.6
Literacy rate
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Literacy rate[1991] Literacy rate[2001]
SourceCensus of India 2001
Table 2.6
Infant Mortality Rate
Sl. Districts IMR[male] | IMR[female] IMR[total]
1 Barpeta 97 104 101
2 Dhubri 123 132 128
3 Goalpara 109 103 106
4 Kamrmp 80 78 77
5. Nalbari 102 70 96
6. | Kokrajhar 56 75 78
Assam 96 87 92
64 68 66

Source: Statistical Handbook, Govt. of Assam
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Thus it can be clearly seen that the region is backward in almost all the economic
and social indicators. The distriat Kamrup with the city of Guwahati within it, is

the only district which has been consistently better than the rest of the state.

The economy of the region is therefore dominated by reaterprsises which are
mostly functioning in the unorgainsed sacand is therefore largely informal in

nature.

2.4 Exclusion from Formal Banking Channels

Not only is the region very poor both economically and socially, it is also poor in
banking parameters too. As can be seen from the map in Fig 2.7, the spatial
distribution of the bank branches are much lower than the state. In the case of
Kokrajhar, this figure is greater than 3 times the national figure.

Fig 2.7
Map showing average population per branch

Assam
Average Population per Branch Office, 2008
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Similarly, the AAPBO for the rural areas show that all figure are much higher for

the majority of the districts in the study area as compared to the state average (See
Fig 2.8 where the districts are marked by red). In other words, these districts have

very sparse banlranch coverage. Even the bank branch coverage of rural Kamrup

I the more developed district has a figure which is lower than the state average.

Thus, the rural areas in the study area have a major constraint of very poor bank

infrastructure.
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Fig 2.8
Graph showing the AAPBO for rural areas in Assam, 2008
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Not only the the AAPBO lower, but the the trend is worsening over the yaers with
banks closing down/moving unviable branches in the rural arebss iregion.

The potent combination of extremely poor spread of bank branches and an economy
which is mostly dominated by the unorganised sector would ensure that availing
financial services from the formal sector would be [®Wis is evident from the two

maps showing the per capita deposits and per capita credit of the different districts
(Fig 2.9, Fig 2.10). As can be clearly seen from the maps most of the districts in
Lower Assam show a very low spread of banking deposits and credit as compared

to thestate or the country.

37



Fig 2.9
Per Capita Deposits

Assam
District wise Distribution of Per Capita Deposit, 2008
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Fig 2.10
Map showing distribution of Per Capita Credit

Assam
District wise Distribution of Per Capita Credit, 2008
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Similarly, the financial exclusion of most pauof the districts is also clearly evident

from the Figs 2.11 & 2.12. Except for Kamrup, all the other districts are in the
lowest bracket i.e less than 30 savings accounts per 100 adult population and less
than 5 credit accounts per 100 adult population.
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Fig 2.11
Map showing savings accounts per 100 adult population

Assam
District wise Distribution of Savings Accounts per 100 Adult Population, 2006
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Fig 2.12
Map showing credit accounts per 100 adult population
Assam
District wise Distribution of Credit Accounts per 100 Adult Population, 2006
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Fig 2.13
Distributi on of rural HHs availing banking services, 2001
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The similar picture is evident in another set of data taken from the census of India.
The Census of India undertook a survey of the HHs availing banking services. The
graph clarly shows a much lower number of households were availing banking
services in all the districts as compared to the state average with the exception of
Kamrup and Nalbari. However, even for these districts, the figure was much lower
than the national avege. It is therefore very clear that major part of the districts in
Lower Assam are financially much more excluded than other parts of the state.

The high financial exclusion from the formal banking sector is not only because of
poor bank network but alsthe informal nature of the economy which does not
allow the formal banks with its rigid processes and structure to engage effectively
with this market.

It is therefore necessary to know the nature of demand of the rural financial markets
of Lower Assam inorder to effectively engage with it and provide the financial

services to the people residing here.
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CHAPTER-3

THE NATURE OF DEMAND OF FINANCIAL
SERVICES IN STUDY AREA

3.1 Introduction:

The constraints of the formal sector in providing financial sessin the region and

the consequent financial exclusion of the households have already been discussed in
the earlier chapter. However, contrary to popular opinion, poor havénafcial

lives. (Rutherford, 1999).
They
instruments are not geared to meet their diverse financial needs (Collins etc al,

This is primarily becaupeor sufferf r om ot ri pl e

whammyo. have | ow incomes, cash f1l ov
2010). The constant need of the poor to leverage opportunities and the smooth
income flows with expenditure fuels this diverse and vibrant need. In the absence of
the formal sector, it is the informal sector which performs this function. The
informal sector is therefore very dominant in meeting the needs of the poor. This is
clearly evdent from NSSO data presented below. As data from NSSO is only
available for Assam, it has been used as a proxy for understanding the situation for
the study area. In fact, as has already been seen, the study area is poorer than the
rest of the state.

The NSSO data clearly shows that the dominant source of indebtedness in Assam is
the noninstitutional informal source. The nanstitutional informal finance source

is nearly 80% as compared to the national figure of nearly 60%.

Table 3.1
Number of househdds reporting cash loans outstanding as on 30.06.02 per
1000 households over credit agency for each household assets holding class

Household Assam India

asset All All non- Total All All non- Total
holding institutional | institutional institutional | institutional

class agencies agencies agencies agencies
(Rs.000)

0-15 2(3.3) 58(96.7) 60 36(24.0) 120(80.0) | 150
15-30 3(3.3) 87(96.7) 90 62(32.6) 139(73.2) | 190
30-60 11(12.2) 80(88.9) 90 87(34.5) 177(70.2) | 252
60-100 10(11.9) 74(88.1) 84 109(41.1) 177(66.8) | 265
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100-150 20(27.8) 51(70.8) 72 136(47.1) 179(61.9) 289
150200 6(17.1) 28(80.0) 35 146(50.9) 171(59.6) 287
200-300 13(25.5) 38(74.5) 51 162(56.4) 157(54.7) 287
300450 48(51.6) 45(48.4) 93 187(65.2) 132(46.0) 287
450-800 96(68.1) 46(32.6) 141 220(710) 130(41.9) 310
800 &

above 58(69.9) 25(30.1) 83 267(81.2) 103(31.3) 329
All 16(21.3) 59(78.7) 75 134(50.6) 155(58.5) 265

Note: Figures in brackets indicate % to total

Source: 59"Round of AIDIS, NSSO.
This finding supports studies undertakemiepal where 80% of the loans are from

informal sector(Jain, 2001). Not only is the informal sector dominant but also this
dominance is found to be much more pervasive across different income classes.
Amongst the poor classes its dominance is almost 108%ompared to the
national average of around 80%. This dominance of informal sector continues
across most of the higher asset claskesther words, the informal sector is much
more widespread in the state as compared to the country.

The breakup of thesources of noiinstitutional sector of finance is given in Table

3.2. In Assam, the dominant source of +iostitutional finance is the Relatives and
Friends category as compared to the country as a whole where the Professional
Moneylender dominates.

Table 3.2

Proportion of rural households using various nofinstitutional sources
Sources Assam India
Landlord 0 2.6
Agriculturist moneylender 5.1 21.3
Professional Moneylender 28.8 44.5
Traders 6.8 5.8
Relatives and Friends 55.9 23.9
Doctors, lawyers & aher 0 0.6
professional

Source: 59"Round of AIDIS, NSSO.
Similarly, the Agriculturist moneylender is insignificant in Assam as compared to

the country where it is a major player in the fwostitutional source of finance. It

has already been seen thia¢ agriculture is dominated by marginal farmers with
very low productivity and engaged mostly in subsistence agriculture. This could be
the possible reason for the negligible role of the agricultural moneylender in the
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financial landscape of the regiorurthermore, the economy of the region is mostly
servicebased rather than agricultural as have already been seen in the previous
chapter.

There is another large segment of supplier under the informal sector in Lower
Assam called th&Xonchoiswhich are mising from the above table. They dominate

the financial landscapes in most parts of the region as shall be seen later. One of the
reasons could be thatonchoisare constituted of friends and relatives. Hence, it
might be possible that they have been inetbdinder the generic category of
Friends and Relatives.

A discussion on this specialized traditional financial institution cadedchois

would be taken up in the subsequent chapters in a more detailed manner.

Another important characteristic of namstitutional informal finance in Assam is

the nature of extremely small loan sizes. Table 3.3 shows that the average loan size
of Assam is less than half of the national average. Not only the average size is
small, this smallness persists across all thetadasses in the State. Even in the
case of the richest class, the loan size in Assam is only 5.6% of the loan size of the
country as a whole. It is extremely difficult for formal institutions like banks to
meet the demand of extremely small loans as iibtssustainable for them. In the
present context when the prime objective of the banks are in improving their bottom
lines, they would try to avoid this segment due to the high costs and restrict
themselves in meeting the requirements of much larger.|@dmesaverage size of

loan of the formal banking industry in Assam is Rs. 1121{B%R, RBI, 2008).

Even in the case of rural areas the average loan size financed by the formal banking
sector in the state is 5685@SR, RBI, 2008) which is way above tdemand of
Rs.643f only for the rural households as cited in the Table 3.3. This is one of the
major reasons why the rural households in Assam rely mostly on the informal

financial sector to meet their credit requirements.

Table 3.3
Average loan size peural household by asset class in Assam and India
(InRs.)
Household asset Assam India Loan Size of
0-15 159 1423 11.2
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1530 315 2243 14.0
30-60 248 3153 7.9
60-100 635 4301 14.8
100150 518 5299 9.8
150200 274 5696 4.8
200-300 429 7058 6.1
300-450 2232 9857 22.6
450-800 3578 15090 23.7
800 & above 1868 33414 5.6
All 643 1423 45.2

Source59"Round of AIDIS, NSS, 2002.
Not only are the requirements of the Rural Credit Market (RCM)lldbod also

meant mostly for consumption expenditure (see Table B.4Brge segment of the
loans for consumption goes in borrowing during the lean income periods so that the
households can meet their expenditure during this period. This frees up fmapital
production activities which otherwise would be needed for daily living expenses,
especially during the lean times (CGAP, 2005). This borrowing also reduces risk
and vulnerabilities of the poor and hence used very extensively as a survival
strategy byhem.However, the nature of such (emergency) loans is such that they
need to be disbursed very quickly to the recipidritis can only be done by
financial intermediaries who are residing in the vicinity of thients and know

them intimately; thus redungy problems of information asymmetry leading to

adverse selection and moral hazard.

Table 3.4
Percentage distribution of loans by purpose in Assam and India
Purpose of Borrowing Assam India
Expenditure in Farm Business 13.7 32.7
Expenditure in NosFarmBusiness 8.1 7.2
Total for Production purposes 21.8 39.9
Household expenditure 58.9 56.7
Other Expenditure 18.6 9.1
Total for Non-business househol@xpenditure 77.4 64.9
Total 100.0 (124) | 100.0(208)

Note: Household expenditure inpludéssef residential plot, purchase, construction, addition/ alteration
of building for residential purposes, purchase of durable household assets, cloths etc. and expenditure
for medical treatment, education, marriages, ceremonies etc.

The informal sector sces very high on this over the formal sector which is

residing elsewhere and hardly knows their clients. This limits the reach of the
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formal sector in the rural areas of Assam. The dominant role of informal sector in
the RCM of the state can therefore besiya understoodHowever, in order to
understand the Rural Financial Markets (RFM) more closely, it was felt that a
deeper understanding of the underlying demand processes would be helpful.

The study therefore undertook a series of Participatory Ruralafggh (PRA)
exercises amongst the rural households in order to understand and capture the
demand perspectives as also the dynamic processes which influence the financial
behaviour of household#t was felt that only a PRA exercise would be able to
unrave the dynamic processes more accurately which would helpful in either
developing a product or build linkages with the formal financial agencies in the
future.

3.2 Life Cycle Needs

A typical household requires variety of lump sums during the life cyclthef

households. An attempt was made to understand the lumpsum requirements of the
household using PRA Tod called the Life Cycle Analysis Tool.

Fig 3.1
Life Cycle Lump sum needs of Rural Household

Agricultural Expenses

Warm cloth for winter
Cleaning Pond Fishery
TulaniBiya
Emergency Food
Business
Death
Education for Children
Marriages
Pujaand Festivals Celebration
Accident
Natural Calamities
Housgebuilding and Repairing
Diszeases
Birth

0 5 10 15 20 25

Weighted Scale

Source: Primary Surgeyducted by the Research Team

The list of the various activities which induces financial pressures in a rural
household is given in chart as shown in the Fig 3.
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From the above chart, it is clear that Education, Medical Expenses (which includes
death, diseases, birth), Social funos (includes marriages, pujas, festivals etc) and
Housebuilding and Repairing are some activities which bring most financial
pressure upon a rural household.

Presently, education of children is given priority by rural households as is obvious
in the lage financial pressure it brings on the households. The demand for
education is because of the numerous campaigns run by various government and
nonrgovernment agencies. Not only is education is getting importance but
increasingly the households are becomiiconscious of the quality of education
imparted to their children. It is perceived by the households that the education
imparted in government schools is not satisfactory and it is the private institutions
which are doing the job morgrofessionallyand dfectively. These institutions also
emphasize on O6English speakingd which 1is
would equip their children to face the larger job market from a position of strength.
In any case, this preference comes in a price andeheducation is increasingly
becoming costly even in the villages. For meeting this expense, the households
usually resort to savings at home or credit focéomchoisIn some partghe women

have even evolved out a specialis€dnchoic a | IMatcee @ob i meaning

Mot her ds Group. These are formed by moth
school.Here the mothers save in the group for meeting the educational expenses of
their wards particularly for children upto primary level. This is a specialised varian

of Xonchoisgeared exclusively for meeting the educational expers$es.fund is
discontinuedat the time when their wards graduate from the primary level to the
next level. e proceedareshared by the members to meetjtiaing fees of the
schoolsthey aspire in the next higher level. Usually this wouldobeate schools

with good track record thus ensuringiood quality educatiorhe rich households

avail mostly education loans from barfks meeting their educational requirements

or use the Moey Back product of LIGo take care of such expenses.

After education, death is when the financial pressure in any household is the

greatest. The pressure is felt mostly due to high expenses and also the need to
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arrange for it at a short notice. Mosttbé time they sell their livestock or mortgage

land or property, borrow fronXonchoisor friends or relatives. Some village level
institutions also come to the help. Some communities have a traditional system of
donating edibles and other materials to Hwsehold where a death has taken

place, which also eases the financial pressure to the household.

Medical expenses consume a large part of the lumpsum expenditure of a rural
household. Although, child birth did mean a large payout earlier, the state
government scheme on child birth at the public health dispensary and also some
payment given has eased the pressure. &lbiwever medical treatment for illness

and accident does take away a | arge chun
expenditurds metfrom household savings and mortgaging of their land or selling

of valuable trees in their homesteXanchoisare another valuabourceaccessed

during trese difficult timesHouseholds are members multiple Xonchoisso that

they can be sure of gettjthe much needecash from at least one when they want

it. 1t was | ike a 6l ocal credit cardo for
needed-an easy passport to liquiditpn e wo man Membership ®© dt; A
least three Xonchois gives me a peacefekml Future being unpredictable,
membership to multiple Xonchois ensures that | can accesqfoashat least one

if not three)whenever | require @ Another service provided by theXenchoisis

the fund transfer facility. For example, if a memberdseeash immediately due to

some illness occurring in the family and if éonchoidoes not have the requisite

funds, then theXonchoiwould ensure fund from some oth®onchoiwith an

unwritten guarantee of repaying back the amount on behalf of the méerhizecan

be done easily because members have multiple memberships in diKerertois

and hence this network is useBHondtha@.ltaccess
is this attribute of theXonchoi which makes it very popular with the rural
houséolds.

Marriage, Pujas & Festivals etc are some social functions which also bring about
large financial pressures to households in their different periods of the life cycle.

For mitigating the pressure brought by these events, the rural community mostly
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depends on their thouse cash or kind savings. Apart from this, they also avall

loans fromXonchois For some years now, with unemployment being rampant in

the rural areas, the groomdéds famidy seek:
condition to maiage. Marriages are therefore very expensive affairs and
households have to resort to numerous sources for meeting this expense. Money
lenders are also used as a source. House building and repairs are another important
lumpsum financial needs which is geated in the household during its life cycle.

Natural calamities also take its toll. As is obvious, most of the requirements of
lumpsum are taken to meet consumption needs and are needed very quickly. There

is thereforeclearly a need for savingereditand insurance servicésit with very

little transaction costs.

3.3 Seasonality pattern of financial requirement of rural household

To understand the seasonality pattern of financial trends of rural households five
numbers of Seasonality Exercisgsre onductedusing Seasonality Analysis Tool.

The following chart represents the seasonal pattern of Income, Expenditure,
Savings and Credit of the rural households in Lower Assam. The people of the
villageswhere the exercises wetenducted are primarily depcenton agriculture

and allied services. ¢Wever, a substantial amount is always added up to the total
household income from the tertizaipd some from the secondary ones.

Fig 3.2
Seasonality Trends of Income, Expenditure, Savings and Credit

Seasonality Chart

Jan Feb Mar Apr IMay Jute July Aung Sept Oct Mow Dec

Total Score of 5 Seasonality Exercise
n

===a]ncome ceerees Expenditure Savings e Credit

Source: fimary Survepnducted by the Research Team
Seasonality of cash flows in very much dependent on the agriculture, as most of the

households are dependent on it. Since agriculture is seasonal, cash flows are also
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seasonal. Thus, we find that the incomeshégl during the Deé¢-eb period when
harvesting has been completed and low during theJ&pe when the produce is

still on the fields. Similarly, the expenditure also follows a seasonal pattern based
on the agricultural seasonality with the high expemditluring the months of Apr

Aug when there are investment on the agricultural fields.

However, besides agriculture, other aspects like floods, -sotioral factors also

hike up expenses during this period. Given that some geographical locations are
more prone to floods, the expenditure in these areas during floods would go up as
compared to others where floods are not such a menace. Floods may lead to
destruction of crops and houses which needs repairs immediately afterwards. The
flood season is also thigme when diseases are rampénthanks to the right
conditions for the breeding of pests, germs etc. Medical expenses shoot up for both
humans and animals during this period. Similarly, the observance of different
festivals and rituals in different pangould give different patterns of inflows and
outflows in different localities. For example, expenditure is usually very high
during the festival months of Sexct, when the festivals of Durja Pooja, Diwali

are observed. However, in case of Barpeta ditstwhich follow the Vaishnavaite
movement, these are not observed with such enthusiasm. Similarly, during the
January, when the big festival of Bihu and the school admissions also takes place,
expenses again shoot up. However, large parts of Dhubri dabsetve Bihu with

much fanfare as in the other parts of the state and consequently would spend less
during this period. These differences in the patterns are very well illustrated by the
different seasonality graphs for the different villages across dggoonr (see
AnnexureV).

Given the dynamic nature of the cash flows, the households constantly use savings
or credit to fulfil this gap. However, given the fact that there are very few avenues
for savings, the households resort to credit most of the fiilms.is generally the

broad pattern followed for the region although local differences do occur based on

the ecological settings.
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It is therefore clear that the financial demand of the rural households in Assam is
governed by set of needs which are samib the needs of poor in other parts of the
world. The first one is driven by the different lumpsum requirements which require
large payouts for different activities during the life cycle of a rural household and
the second one is driven by the small drejuent needs emerging out of the
seasonality pattern of income and expenditure and the risks and uncertainty that it
brings to the households. Given the lack of availability of formal financial
instruments to meet their needs, they often seize oppbesi@vailable to them,
mostly in the informal sector through either savings or credit. Whatever maybe the
product, the poor would use it only if it is flexible, reliable, and convenient (Collins,
2010). It should also be very easily accessible with mimnmansaction cost to the

rural households. Other studies conducted in the region have also arrived at similar
conclusions (Moulick, 2008). The informal institutions with their nearness to the
clients are able to tailor their products as per the needshande are more
preferred by the rural households than the formal institutions. The small size of the
loan also helps as the funds available to the informal sector are limited in nature.
Besides the above, there has been recently some supply factors avhich
responsible for pushing up the demand of using financial services from the formal
banking institutions. Across the region, it was reported by the people that quite of
few of them have opened accounts with the bank recently in order to avail the
benefis of the NREGA scheme as also the other schemes of old age pension and
cash benefits for birth in the Public Health Centre etc. All of these have made it
mandatory to have a bank account for availing the benefits. Hence, there is a rush to
open a bank accont whi ch s -modec o®dd aamd upeadryt p
avail the social welfare benefit and not for using it for meeting their financial needs.
Thus, although the bank account has been opened up, it is hardly used and remains
mostly dormant while ey continue to use the other sources for meeting their
financial needs. Sometimes, the high transaction costs associated with the formal
bank has also led many to opt for immediate cash in lieu of getting a reduced

amount. For example, there is a healthesne of the State Govt. which pays the
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mother a sum of Rs. 1500fvia draft) for every birth taking place in the Public

Health Centre. Since it is perceived that it would be difficult to get the money from

t he bank, t he f ami | ye marswhb paysdRs.1080r ad r a f t t
Rs.1500/ draft. This is common in the district of Dhubri where the average spread

of bank branches, especially in the rural areas, is very low.

Despite the strong push towards financial inclusion by the banks and camseque
openingrafl |l 8o account s, It does not seem
the study area. Thus, whatever growth of saving accounts in the bank branch is

taking place is mostly supply induced and financial inclusion is not taking place as

per thespirit of the term. This would defeat the very purpose of financial inclusion

as aptly stated by the Guhateve should aterhpt RB | [
is quality financial inclusion which aims not at chasing a target but instead focuses

on giving @cess to at least minimal financial services to the currently exaided

3.4 Conclusions

It is therefore clear that rural financial markets are active in the region despite its
poverty. The context shapes the financial behaviour of households where the
demand is mostly for small amounts of lumpsums and mostly for consumption
needs. As seen elsewhere, the risks and uncertainty associated with poverty and the
constant need of trying to smoothen income flows with expenditure has given rise
to financial needsvhich are diverse and hence the households have to resort to a
varied basket of financial instruments in order survive. Most of these are from the
informal sector including indigenous community based solutions likXdnehois.
Unfortunately, the informasector is limited in its reach for larger funds and also
are not sophisticateghough to provide a much wider range of choices to the rural
households. Real financial inclusion can happen only when the strengths of both are

integrated for the overall befiteof the community.

3 Keynote address by Dr. Duvvuri Subbarao, Governor, Reserve Bank of India at the International
CAYylLyOS YR .IFylAy3 /2yFSNByOS 2NBIYyAI@ifls 08 GKS L
YR . S@82yRQ 2y b2@SYOSNI HpZE Hnannd AYy adzYol Ao
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CHAPTER-4
THE OUTREACH, SCALE AND SCOPE OF

COMMUNITY BASED INSTITUTIONS

4.1 The Financial Landscape of the study area

The earlier chapters have already givepicure of the financial landscape of the
region It is clear that adrge number of people aill using the informal sector to

meet its financial needs.

A PRA exercise was carried out to understand the perception of people on usage of
financial services of different sources and by the different economic classes of
peope in the village. The participants were initially asked to categorize the
community living in the village into Rich, Not So Poor and Poor. The following
parameters were used to define the different categories by them.

Category Definition

Rich The partigpants defined Rich as those who posse
sizeable agricultural land i.e. more than 10bighas
1bigha to 3bighas (1 Acre = 3.025 bighas) of homes
land and also a service holder in the Household.
section of households has a constant monthlyniec
and plan out their household budget without

difficulties.

Not So Poor According to the participants this section of people h
to 10 bighas of agricultural land, 3 to 5 kathas( 1 bigt
5 katha) of homestead land and at least a @las
service holder in govt. department or company. T
section of households could manage their mon
budget without much difficulties and able to save Iu

sum amount from their monthly income although tl
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may face some problems especially if some emerg

payouts must be made.

Poor

The participantsod defi né
bighas of agricultural land or not at all. Size
homestead land is 5 lechas ( 20 lechas=1 katha)
kathas and depends only on wage labour, agricul
labour or peft works. Large number of villagers fal
within this category. This section of households mar
their finances on daily basis and if there is a crisis |
have to sell or mortgage land and other such prope

or avail credit from informal sources inetillage.

4.2 Usages of Financial Services:

The Financial Services Matrix (FSM) tool been used to understand the preferences
of people from different economic strata for different sources providing financial
services. After categorizing the entire &gk into three categories of Rich, Pt

poor and Poor, the FSM tool was administered. The results were expressed in terms

of weights for these different agencies. The results of the numerous FSM tools used

are summarized below.

Fig 4.1Usages of sourcefor savings by different categories of clients
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It is obvious from the figuregiven abovedhat the informal sector plays a dominant
role in financial landscapeof the study areaWhile the diminishing role of the
formal sector with the decrease in income is obvidgenerally following the
trends seen all across the woridis the dominant role aKonchoisi a traditional
financial institutionin the rural areas of Lower Assanwhich is very interesting.
Theseinformalinstitutions are used extensively not only by the poor but also by the
Not-so-poor and also the Rich. Besidé®e above, in the seAmrmal sectorthe
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Finance companies (some which are of dubious nature) the N&@Fi and the

SHGs have also made their presence in the rural drefemal sector, banks and
insurance companies have a major presence and this is more marked with the rich
than the lower income group.

Rich

The Richused the formal institutions like banks more activ€gnerally factors

like security, availing loan facility for meeting certain financial neéesng able to

build up larger sums due to longer terms and also larger instalmentsameeeof

the attritutes whichappealedhe rural rich HHs to use the formal agenciBsese
attributes were absent or present very sparingly in the-feemal or informal
institutions. Their regular income flonalso helpedn availing the services of this
sector. A few ofltem are also involved with the semi formal sector, like the NGOs
and finance companies because of low transaatmsts associated with these
institutions These also offered lumpsumssimort term

Amongst the informal mechanismasdstock is used extsively by rural Rich HHs

like an insurance product in order to mitigate risks and meeting sudden crisis within
the householdsXonchois the traditional informal savings groupre also very
popular amongst the richThis is because not only are theirnsactions costs
extremely low, they offer both savings and credit products which becomes
extremely convenient for the household in managing the cash flow in their
households and the lumpsums at the end of the predetermined period comes with
high returns e. with an effective rate of 60% annually or mdrefact they are

much more popular than the sefoimal institutions like NGO, NBFCstcin large

parts of the region. As we shall see, areas where they are dominant, they have
managed to dislodge the motender as well as reduce the dominance of NBFCs.
Not-so-Poor

The informal sector with livestock anfbnchoisare the most dominant forms of
savings for this group. This is much more popular than the formal sector banks and
also the semiormal finance ompanies and the NGO%$he popularity of these

informal institutions as stated by them is because of high returns in a short period. It
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alsoprovides a security net for them at the time of crisis within houselmoiteas

where theXonchoisare not so pralent, people resorted to money lending as a
form of 6savingso. I n the absence of any
savings, this was an effective mode of ensuring that the cash is not frittered away

(in case of savings at home this danger ohdiawal remains) and in bonus one

gets some returns in form of interest on the amountiamn small amount of cash

like Rs. 100/ is lent out by household$his could be collected in a short notice if

needed. The study conducted in South Africa, Iratid Bangladesh also clearly
comes across such ph Ve baneta acoept thaténrsemet hey
cases this placing was deliberately (if unconsciously) ambiguous: as part of the
traditional system of pooling savings and of reciprocal lending andolongs,
neighbours do hold money that maybe perceived as loan or deposit, depending on
circumstances that can (Colasegat20205. t i me goe
In case of savings in form of livestock the retuarehigh but atthe same time

there was a danger of poor liquidity as livestock cannot be sold immediately or even

cut into parts and sold at different intervals as and when it is requineg. also

died due to sickness.

The formal sector services are preferred primarily as it is mecarsed and in

addition there is a possibility of availing loans. Boé returss arevery low and
thereforetheyd o n 6 t farmat sedton services vemuch. It isthe insurance

product from the Life Insurance Corporationl@) which is used much more
extensively than the bank. The LIC is actually viewed by the householdscasce

of savingswhere they can get a large sum at maturdther than @& insurance

product Amongst the banks, the Regional Rural BarRREBg arepreferred more

thanthe commaerial banks as they are situated nearby thedstaffsare friendlier

than the commercial banks.

Under the serdiormal category, SHGs are the main source of savgsrealso

viewed as a channel of receiving some benefiilse subsidy provided by
Govenmen). SHGs arealso tappedor meeting emergency requirements of small

amounts at the time of need. NBFCs are also preferred both for the high return
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offered as also familiarity with the agents (they are usually recruited from the

villages itself). Thissnsures trust which the companies exploit to their advantage.

Poor

The poor uses the informal sources extensively as compared to the previous two
groups. This is obvious because of the nature of the transactions, which are very
small, and mostly for saifying their consumption needsormal banks would find

it too costly to addresthis need. This is generally the trend across the world and
this part is no exception.

Among the various informal sources, livestock rearing is viewed as one of the
importantsource for savings. Rearing livestock is theost importantvay to build

up the security net for mitigating any type of crisis in the household. Mortgaging
and selling of livestock at the time of crisis is a common phenomenon within this
category. It isalso used as means of savings to meet some planned expenditure of
the household, like education expenses, festivals, marriagesnettier important
institution used by poor for savings are tKenchois This institution not only
provides a place for sags but also offers them a choice to take credit whenever
required. Its ability to provide a lumpsum at the end of the period enables the
households to synchronize the maturity period to meet some of the life cycle
lumpsum expenditure. Its flexibilityn terms of contribution amount, repayment, in
short, its adaptive nature endears itself to poor households whichkt fimel most
popular institution in the region studied. Details of the process of working and
nature of these institutions would be discdss&e subsequent chapters. Money
lenders still do play a role in the credit markets although its role is diminishing in
areas where th¥onchoisare dominant in the financial landscape.

Money lendinga s a 06 me a nisanathier padioe this caegipursues like

the Notso-poor category for exactly similar reasons as cited earlier. The amount
lent out is extremely small starting from Rs. 100 upto Rs. 1000 or so.

Among the formal institutions LIC and RRBs play a small role in providing savings

senices. Security of their savings is an important attribute for which they use these
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formal sector institutions. SHGs are used more as an instrument to avail
government facilities as wel/l as meeting
are looked as sougavhere loans could be availed easily. Apart frois tthey look

at these institutions as their own and the friendly attitude of the MGRers
definitely makes thenfieel closer than other formal institutions. NBFCs also

used forsavings because theyovidehigh returnsgout the engagement is dependent

on the agents and their familiarifjhe success of the finance companies in getting
more clients are directly related to the number of agents recruited locally. This
familiarity of the agent translataato trust and thus enhances the perception of
security amongst the clients especially the poor ones.

It is therefore clear that informal sector dominates in the financial landscapes of the
Lower Assam.Some semi formal institutions like SHGs and NGOs @ya&king
inroads into the rural areas of Lower Assam, because of its ability in able to adopt
some of the characteristics of the informal sector like low transactions costs to the
customersetc. k£ however still remains much belowhe informal institutionsin
termsof scope and outreach

Here we would like to focus on th¥onchoiswhich have by far dominated in large
parts of the region. These institutions which esenmonlyknown as Associated
Savings and Credit Associations (ASCAamewidespreadacross the world but the
depth and scope of the ASCAs here in Assam is more wide so as to include a much
larger category of households from the rural areas. They have definitely created a
home grown solution to the problerhfmancial access and services. The frequency
and reasons for usage of such institutions are primarily because of its ability of
meeting the requirements of the rural households which was primarily small in
nature, and mostly for consumption and with véow transation costs and

constantly matching it with the income which is small and highly unpredictable.
4.3 Qutreach- Savings
Breadth

A household survey was carried out in the studgrder tounderstand the extent of

usage of the different institains for the financial services by them. The table 4.1
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clearly shows that only 18% of the savings accounts are with the banks and around
16% of the savings accounts are with the insurance company which the HHs
perceive more as a long term savings, 12% efatcounts are with the SHGs. But

by far the maximum number of accounts is with the local informal institution called
Xonchoiwhich corroborates the PRA findings discussed earlier. There are however
variation in the proportion across the districts. KamiNiglpari and Goalpara have

a fairly large density of these institutions as compared to the other districts of
Dhubri and Kokrajhar which has a fairly poor representation of them. Similarly, the
expanse of the Finance Companies is also large in areas twbX@choisare less
dense(like Dhubri and Kokrajhgr Here, the role of SHGs (especially in Dhubri)
has also been much higher. In most cases, these SHGs are formed under SGSY.

Table 4.1
District -Wise Saving A/Csof rural householdsin different insti tutions

Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari | Total

Bank 28.5% | 27.0%| 13.2% | 21.7% | 21.5% | 7.8% | 17.7%

P.O 8.6% | 24% | 1.1% 3.6% 3.7% 2.5% 3.7%

Insurance| 21.3% | 14.3%| 12.1% | 16.6% | 29.0% | 8.8% | 15.8%

NGO MFI| 0.4% | 0.8% | 4.0% 0.0% 0.0% 0.0% 0.6%

SHG 10.96 | 34.9%]| 13.8% | 10.8% | 12.6% | 7.5% | 12.1%

NBFC 52% | 8.7% | 1.1% 3.2% 20.6% | 3.1% 6.1%

Special 0.0% | 1.6% | 0.0% 1.1% 0.0% 1.1% 0.7%

F&R 04% | 0.8% | 5.7% 0.4% 0.5% 1.1% 1.3%

Xonchois| 25.1% | 9.5% | 48.9% | 42.6% | 12.1% | 68.1%| 42.0%

Total
A/Cs (in
Nos.) 267 126 174 277 214 523 1581

Source: Primary Survey
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Looking at theusage of the financial services by household across different
institutions it is seen that savings bank accounts are more prevalent in the districts
of Barpeta and Kamrup and deficient in Dhubri and Goalpara.

Table 42
Saving A/cs per 100 Households across the districts

Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar Nalbari | Total
Bank 101 46 42 103 61 55 68
P.O 31 4 4 17 11 18 14
Insurance 76 24 38 79 83 62 61
NGO MFI 1 1 13 0 0 0 2
SHG 37 59 44 52 36 53 47
NBFC 19 15 4 16 59 20 23
Special 0 3 0 5 0 9 3
F&R 1 1 18 2 1 8 5
Xonchoi 89 16 155 203 35 481 162

Source: Primary survey, OBIR

Similarly, the households use the insurance sector much more than the post offices
despite its proximity to the peoplé&SHG saving accounts show a highly consistent
pattern indicating that majority of the groups may have been promoted by the
government agencies which are ubiquitous across the region.

Xonchoisare used extensively by households except in Dhubri and Keakrdp
districts like Nalbari, on an average one household had almost 5 accounts with these
institutions. Overall, on an average every 100 households had around 162 savings
accounts in these institutions as compared to only 68 in banks.

Depth

Breaking ths down into different income categories, we find that the rich use the
formal sources much more than fh@or (See Table 4.3). Theaee 68 bank savings
accounts per 100 HHs while there are Xgthchoisavings accounts per 100 HHs.

The bank accounts dromsgnificantly in case of the poor. The only significant
engagement of this group has been withXbachoisBut interestingly the rich also

engages with this institution significantly. This corroborates the findings of the
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PRA exercise discussed in tharleer part of this chapter. Significantly, banks are
used more than the post offices for savingsnilarly, insurance is used more
extensively than the post offices despite its physical proximity for reasons already
explained. e participatory exercisesiggests that there is a jump in the opening

of savings bank accounts recently due to the routing of various schemes of the
government like the NREGA, Old Age Pension etc through the bank chahhels.
graph below clearly shows the upward trend of thenggvbank A/c especially

after 2008 as compared to a much lower growth for current and term deposit
accounts.

Fig: 4.2
Growth rate of Savings, current and Term deposits of banks in Assam
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It therefore seems th#te opening of the bank accounts has more to do with the
purpose of getting the benefits of the government schemes rather than using it for
meeting their financial needé&nother significant finding is the fact that a large
number of rich are also membafsthe SHGs with the ostensible reason for getting
benefits like credit, subsidy through this route.

Table 43
Income categorywise usage of financial services

Nos. of A/Cs per 100 HHs
Sources Poor Not-so-poor | Rich Total
Bank 14 71 167 68
P.O 8 15 25 14
Insurance 16 56 155 61
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NGO MFI 2 3 1 2
SHG 42 52 47 47
NBFC 12 31 32 23
Special 3 2 3 3
F&R 4 6 5 5
Xonchoi 82 152 332 162

Source: Primary survey, OBIR

In terms of penetration of financial services it has already been seen in €hapter
(fig 2.14) that the penetration of banking services is very gooran average only
around 13% of the rural households were using the banking seirvittess districts

of Lower Assam. However, the field survey undertaken by the study shows a much
higher levelof penetration of banking services. On an average around 40% of the
households were using banks for savings. This higher figure could be due to the fact
that most of the govt benefits are now been increasingly routed through banks and
hence having a bankccount is imperative to avail those benefits. Secondly, our
sample has only covered villages with available transport linkages for logistics
reasons. This sample bias could favour the banks more favourably than the norm.

Despite having a much higher propon of bank accounts, it is found that nearly

53% of the households had a savings accountXetiichois.This varies across the

various districts with the largest concentration in Nalfaore than 90%)dilowed

by Kamrup and Goalpara and the least mubri and Kokrajhar.

It is quite clear that given the high level of poverty in Dhubri, nearly 17% of the

household did not have savings accounts with any institutions. The only option

available for them was either to save at home or savings in livestock.

Table 44
Proportion of households having saving accounts in different institutions
(in %
Sarpet Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari ITota
Bank 50.7 27.0 30.9 53.4 40 39.2 | 40.1
P.O 14.7 4.1 3.6 15.5 10.7 135 | 105
Insurance 40.0 21.6 29.1 466 52.0 36.5 | 37.7
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NGO MFI 13 | 14 10.9 0.0 0.0 00 | 19
SHG 36.0 | 527 | 436 | 483 36.0 432 | 431
NBFC 120 | 122 | 36 12.1 36.0 17.6 | 16.3
Special 13 | 27 0.0 5.2 0.0 68 | 2.7
F&R 13 | 14 18.2 1.7 13 81 | 49
Xonchol 493 | 135 | 691 69.0 32.0 905 | 52.6
Total (in all
institutions)

89.3 83.8 94.5 96.6 90.7 95.9 91.5

Source: Primary Survey, GBIR

In comparison, a much larger segment of households in Kamrup and Nalbari are
covered under some financial services, albeit mostly in the informal sector with the
Xonchoiscovering a significant chunk of that.

It is also seen that the penetration of insurance companies into the savings market
has also been high largely due to the presence of agents which have fatilisated

in these marketsThe penetration hasebn fairly high in Kokrajhar and Kamrup.
Similarly, SHGs have also made inroads into the rural households especially in
districts like Kokrajhar wherenore than 50% of the HHs was having an SHG
membership. Mst of themwere howeverunder the SGSY programma the
government where thacentives for opening the savings accounts were mostly for
getting benefits of subsidy etc rather than using it as a place to save. The low
average deposit amounts in these SHGs, clearly points this {Gee Table 4.10).

Usage of Savings Accounts

Opening an account is not the sufficient condition that it would be used. The use of
a savings account is based on many factors but the most important one is the ease of
carrying the transaction. The easier it is more it woeldi¥ed. Analysing the usage

of the savings accounts as per institution, it is seenstinahg accountf banks
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(around 77%)are hardly used. On the other hand, the nearly 81% aXdinehoi
accounts are used monthlynost of the Xonchois have monthly inslment
payment) Similarly, 64% of the savings accounts in special institutions are used
monthly and more than 27% on a yearly basis. The savings in SHGs are also done
on a monthly basis most of the time. Even the use of insurance follows a definite
patten.

Thus, not only is the savings accounts in banks less, it is also hardly used. It is
therefore clear that the banks are used sparingly by households in meeting their
savings needs. Even the rich use the informal mechanismXdikehoissimply

becauset meets their short term requirements and also provide a high rate of

return.
Table 45
Frequency of Use of Savings A/C by HH in different Institutions
Dail | Weekl | Month | Quarterl | Half | Yearl | Irregularl | Onetim
y y ly y yearly [ y y e
Bank 0% | 0% 16% 0% 0% 0% 77% 6%
P.O 2% | 0% 68% 0% 2% 2% 19% 6%
Insurance| 1% | 0% 24% | 45% 14% | 10% | 0% 6%
NGO
MFI 0% | 0% 89% 11% 0% 0% | 0% 0%
SHG 0% | 7% 93% 0% 0% 0% | 0% 0%
NBFC 2% | 0% 76% 1% 3% 8% 1% 8%
Special
Institutio
ns 0% |0% 64% 0% 0% 27% | 0% 9%
F&R 0% |0% 15% 0% 0% 0% |70% 15%
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Xonchois [ 1% | 3% 81% 0% 0% 1% 0% 14%

Source: Primary survey, UBIR

4 4 Qutreach - Credit
Breadth

Looking at the credit accounts gives us a similar picture. It is found that the

majority of the credit accounts are again with Henchois.SHGs are also nking
inroads as can be seen from the tabfe Again, following the pattern seen in the
savings account the dominanceXainchoisare very low in the districts of Dhubri

and Kokrajhar. In fact, money lenders dominate in these districts as compared to the
others where th&onchoisare present.

Table 46
District-Wise Credit accounts in different institutions

Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari | Total
Bank 18% 13% 2% 10% 17% 3% 10%
Insurance 1% 0% 0% 0% 0% 1% 0%
SHG 13% 13% 9% 19% 36% 10% 16%
NGO MFI 3% 3% 2% 2% 3% 0% 2%
NBFC 1% 0% 2% 0% 1% 1% 1%
F&R 22% 11% 22% 7% 8% 18% 15%
Moneylender 7% 55% 0% 2% 22% 5% 13%
Xonchois 35% 5% 63% 61% 13% 63% 42%
Total (in Nos.| 88 62 54 59 76 144 483

Source: Primary survey,

Depth

Similarly, in tems of the income category most of the poor do not use the bank at
all for meeting their credit need&onchoisis the most dominant form in this case.

Even for the rich category it is found that they useXtechoisextensively to meet
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their credit requements. Again, SHGs are used by all the categories of people for

meeting some of their requirements.

Table 47
No. of Credit A/Cs per 100 HHs
Poor Eg(t)-rs > Rich Total
Bank 3 12 28 12
Insurance 0 0 2 0
SHG 17 22 15 19
NGO MFI 2 2 2 2
NBFC 2 1 0 1
F&R 24 16 11 18
Moneylender 19 17 8 16
Xonchoi 38 46 80 50

Source: Primary survey, OBIR

Again, looking at the indebtedness households to the different institutions we find
that the majority of the households (more than 75%) are indebted tosaumoe

for meeting their credit requirements. Most of them useXinechoisfor meeting

their credit requirements. In districts like Nalbari, and Goalpara and Kamrup we
find that a large amount of them are indebted to these institutions. In fact wherever
these are denser, we find that they have managed to push the money lender out or at
least keep them in the periphery of the financial markets as can be clearly seen from
the table below.

Table 4.8
Indebtedness of HHs to different institutions

Proportion of HHs having loan accounts

Barpeta | Dhubri | Goalpara | Kamrup | Kokrajhar | Nalbari | Total
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Bank 18.7 9.5 1.9 10.3 17.3 5.4 11.0
Insurance 1.3 0.0 0.0 0.0 0.0 1.4 0.5
SHG 14.7 9.5 9.4 19.0 36.0 18.9 18.3
NGO MFI 4.0 2.7 1.9 1.7 2.7 0.0 2.2
NBFC 1.3 0.0 1.9 0.0 1.3 1.4 1.0
F&R 21.3 9.5 20.8 6.9 8.0 27.0 15.6
Moneylende

r 8.0 459 |0.0 1.7 22.7 6.8 15.4
Xonchoi 36.0 4.1 56.6 41.4 10.7 77.0 36.4
Total 77.3 716 | 727 75.9 69.3 90.5 76.4

Source: Primary Survey

The results of the linear correlation between ulse money lender andonchois
show a strong negative relationship. In other words, it seems that the flexibility and
extremely adaptability of thXonchoisare making it immensely popular with the

rural households and marginalizing the money lenders ioflaireas where it is

dominant.

Results of the Linear Regression between use of Money lender aXidnchoifor
credit requirements by households

Table 4.9

Variables/Other Coefficient Standard errors t-Values
items Values
Constant 1.00 0.31 31.870**
Xonchois -0.926 0.36 -25.414**
R? 0.764
F(1,199) 645.872**
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Note: Significant at 0.01 or 99%
It is also clear that a large number of households have been using the SHGs for

meeting their credit needs. This institution is more dominant in the disfrict o
Kokrajhar where the SGSY programme is predominant.

Thus, it is clear that local level institutions like t®nchoisare playing an

important role in meeting both the savings as well as the credit needs of the
households in the rural areas. They are idant in some districts while being less

dense in otherslhey are increasingly playing an important role in the meeting the

financial needs of the rural househol®ome details on the spread of these
institutions are given in the next section.

4.5Scale

Another way of looking at the intensiveness of engagement with the institutions by

the different households is amount of finance which is transacted by these
households in these institutions. As increasing evidences state that savings forms an
integralpat of the househol dés financi al portf
causes much distress to them as they have
inflexibled products I|Iike credit. However
attribute that the household looks for in saving with an institution. Thusplus

available in the household is not the only factor which governs the amount of

savings made by it.fle amount saved in an institutionaisoa function of trust the

household has witkthe institutions and also the length of time it is involved with

them. For example, a product with a longer maturity period would definitely show a

higher amount than the other which has a shorter period.

The proportion share of total savings of househoid different institutions are

given below
Table 4.10
Average amount of household savings in different institutions by income
category
(in Rs.)
Poor Not-so-poor Rich Total
Bank 2509 15647 22845 17029
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P.O 5400 5041 9265 6115
Insurance 10264 13647 33748 20904
NGO MFI 2725 1580 1240 1967
SHG 939 1639 1648 1380
NBFC 5380 6008 6197 5905
Special 850 1353 675 966
F&R 3114 6387 9250 5814
Xonchois 1456 2786 6748 3345
Average 2856 7658 16612 9079

Source: Primary sun@ylRIBM, 2009
It is clearfrom the table above that the account sizes of formal institutions like

banks and insurances are large. However, only a handful of households are availing
the benefits. The insurance companies are much better in terms of access and the
amount saved in thesastitutions are also large. Despite the large scale use of
Xonchoisby all the three categories of households, we find that the amounts are
relatively smaller because these institutions break after a certain period. In fact it is
this characteristic of th&onchoiswhich ensures that it is sustainable as the small
size of the accounts is manageable by the group and on a designated period the
entire accounts is balanced so that the dividend can be shared amongst the
members. However, despite its temporaryure and sharing of dividend, the
average amount in these entities was still much larger than the SHGs which do not
share its savings with its members.

Another way of looking at the problem is look at the proportion of savings in
different institutionsA lot of savings are placed with insurance companissich

larger than the banks or any other forms of financial institutions. Even in case of
poor this proportion was highFor poor,the largest stre of savings was in
insurancefollowed by Xonchois. Dgpite small amounts and paying of dividends at
intervals, it stillmanaged to corndr7% sharef thetotal savings of poarThis was

much larger than the share in banks. This is becdgsbduseholds feel safe and
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therefore do not hesitate to invest iretn. The constant use of these institutions

over the years has exposed the fallacies of the systems and also the persons who are
not credit worthy. In core areas like Nalbari, villagers are by now fairly confident
with whom they could safely deal in théelicycle of theXonchoisand therefore are
considered safe by the poor to save their valuable money in these institutions. The
pressure to save in so large for the poor that a significant proportion of their savings
were also kept with NBFCE most of themwith dubious reputation. Despite the

poor record of these institutions, the poor place their money with them as their

agentg which are mostly local, thus ensuring trust.

Table 4.11
Income wise distribution of s_harg o_f savings of households in different
institutions
in %)
Poor Not-so-poor Rich Total
Bank 8.0 40.8 37.0 35.9
P.O 9.0 3.9 2.1 3.4
Insurance 37.5 34.1 46.9 41.4
NGO MFI 1.2 0.2 0.0 0.2
SHG 9.4 4.3 1.4 3.1
NBFC 13.9 6.3 2.9 5.1
Special 0.6 0.1 0.0 0.1
F&R 3.3 2.0 0.9 1.5
Xonchois 16.9 8.2 8.7 9.2
Total (in Rs.) 656781 2841179 4319112 7817072

Source: Primary surveMRIBM, 2009
Although the average size of the savings looks small irKtmehois,because the

numbers are large, the overall proportion of the savings mopped up by these
institutions are fairly large and continues across all the income categories(see Table
4.11). In fact, Xonchoiscorner amuch larger share of the savings fre¢ine poor

than banks.
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Looking at the district wise distribution of savings we find that the share of savings

in Xonchoisare very high in the district of Nalbari. The other important districts are

Barpeta, Kamrup and parts of Goalpara.

The share of sangs in the post offices are much lower thanXbeachoisEven the

SHGs which have been ostensibly promoted as savings and credit groups have

managed to have a much lower share tharXtirechoisin most of the districts as

can be clearly seen from the talelow.

Table 412
District wise Share of Institution Savings Amount in Households
Barpeta | Dhubri | Goalpara| Kamrup | Kokraihar | Nalbari Total
Bank 42% 39% 62% 48% 30% 10% 36%
P.O 6% 4% 0% 3% 2% 4% 3%
Insurance| 37% 42% 23% 36% 52% 47% 41%
NGO- 0% 1% 1% 0% 0% 0% 0%
SHG 1% 2% 1% 3% 2% 7% 3%
NBFC 4% 7% 1% 1% 9% 7% 5%
Special 0% 1% 0% 0% 0% 0% 0%
F&R 1% 2% 3% 0% 1% 4% 1%
Xonchoi 8% 3% 9% 8% 5% 21% 9%
Total 1326160 | 613918 | 693140 | 1787287 | 1996974 | 1399593 | 7817072

Source: Primary sun@y!IRIBM,2009

Savings mobilisation througKonchoishas been to the tune of slightly more than
Rs. 7000/ per household compared to only around Rs- p& household in
SHGgSharma & Matthew, 2010). This shows the large potential of these
institutions in mopping up sawgs in the rural areas and has been one of the active

players in the savings market especially amongst the poor.
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4.6 Attributes that makes Xonchois popular

The popularity of the Xonchois can be understood from the attributes that the

savings financiaimarkets emphasize on. The attributes have been collected and

indexed based on the preferences of the rural households in the study area.

Fig 4.3
Preferences for Savings Product Attributes by Rural Households
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security i.e. the fact that their hard earned savings would not be lost. There are

numerous examples of savings of rural households being lost in Assam after

unscrupulous agencies take the deposit and disappear. This is the most crucial of the

attributes. If they do not trust the institution, they would refuse to part with their

hard eared money.

The second most important attribute is the high return on their savings. Earning

income is a constant struggle in the rural areas to meet the various needs of the

household. Since only small amounts can be saved, the households are in constant

look out for places/institutions where they could get higher returns on their savings.

Normally, higher return would indicate higher risk which is just the opposite of

security T the first attribute. There is therefore a trade between this two
attributes. The households are therefore constantly making thesedtifadsetween

the attributes so that they can extract the best for the household.

The third important attribute is that the process should be simple, easy and also

flexible keeping in mind theiluctuating income levels across the different periods.

Surprisingly, the next important attribute is completely opposite of flexibility. The

rural household values highly the attribute associated with rigidity in terms of

regular deposit, with fixed freggncy and rules which are adhered very strictly for

long-term savings product. Since there are always compelling financial pressures at
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the household level, they felt that only a rigid and compulsory system could ensure

that they save. Otherwise there atences that this amount would get spent in

activities which they can avoid or postpone for the time being. This is the only way

they can save a larger amounts over a longer period of time which also meets their

long term needs like marriage, house comsion etc. They therefore value the

attribute of discipline very high for the savings product.

The other important attributes which influence the demand for savings are friendly

staff, physical proximity of the supplier and savings with an additionaof facility

are some of the other attributes that the rural household values highly in a savings
product in Assam. Physical proximity is clearly related to cost. Travelling long
distances for saving small amounts is costly and does not make sense. Physical
proximity is therefore crucial. People would like to be treated with respect and the

attitude of the persons responsible for taking the deposits are very important.
Friendly behaviour not only helps in the communication, it also increases trust

very crwial for a savings product. The seasonality of the incomes of rural
households ensures that there are certain months during the year when the income is

very low and the households find it very difficult to manage the expenditure during

those months. They her ef ore resort to credit durir
their i ncome curvebo. Credit provides t he
months. Savings linked with loan facility therefore clearly a very important attribute

for the rural households.

Anothe minor attribute is liquidity. Most of the time, savings from rural
households are tied for some time as term deposit by the various agencies. It is
therefore very difficult for the rural households to take some money out from their
own account when theyeed for some emergency purpose. Savings bank account is

an answer to this but for most of them this is denied as the banks are inaccessible.

A two way analysis is being attempted here between the attributes on one axis and

the institutions from the fornhaand informal sector offering the savings on the

other axis. This analysis attempts to give an understanding of the factors which

make a rural household prefer one set of institutions over another. The two way
73



table giving the analysis is presented in [Ea#h.13. A marketing framework for

analysing the popularity oXonchoisas a savings product is also given in

Appendixlll
Table 4.13
Institutional preferences of rural households based on attributes related to
savings

Attributes Formal Sector Informal Sector

Security Formal sector banks al The informal sector i
(Safety of the savings | perceived to be very saj perceived to be unsa
an important attribute t( and therefore score mu¢ and there is fear th

determine whether to us
that service or not.)

above the informal secto
However, this is not th
only attribue for deciding
to use the service.

households may lose the
savings in dealing with
institutions in this sectof

However, there ar
exceptions. If ar
institution is more

familiar and neaar to the
householdsaandformed of
members from their ow
locality like thexonchois,
they would feel moreg
secured despite it being
the informal sector. Th
experience of very lov

defaults of thesg
institutions also helps
They are therefore

perceivedto be safe an(
hence on an average e3
rural household save
substantial amounts i
these institutions in
Assam going up to Rg
7000¢F or so.

Returns
(One of the importan
attribute  for  savingj

service is the returns froi
it. Higher the return mor;
saught after would be thi
service).

The returns given by th
formal sector is very lov
and hence score very le
in this attribute

The informal sector offer
very high returns. Thy
xonchoisparticularly offer
effective rate of retur
between 3&0% per
anrum. This attribute o
the xonchoimakes it very
popular.

Easy, Simple and

Flexible process

The process in the form
sector IS vEy

The process in th
informal sector is on th
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(Given the fact the mos
of the people are sem
literate and busy, the
rank the simplicity of
process to be wver
important)

cumbersome and tim
consuming besides havir
a lot of documentation
The formal secto
therefore  scores ver
lowly under this

other hand very easy ar
simple. People therefor
find it very easy to deg
with such institutions. The
documentation is minimg
and most of the work i
carried on orally.
Flexibility of the process
Is also most sought aftg
attribute. In the case ¢
xonchois the regular
monthly contribution|
could be changed int
loan when the househb
finds it difficult to repay
during lean months. Thi
facility of the xonchoiis
used extensively by it
members especially th
poor.

Discipline

(Rigid and compulsor
rules makes it mandatol
for people to save. Unleg
the system does not for(
the houshkold to set asidyf
money for savings, the
would fritter away the
whatever little they ear|
as there are several oth
financial pressure in th
household

The formal banks sectc
does have product lik]
recurring deposit whicl
suit the requirements (
the p®ple. The distance
and the attitude of th
staff make it difficult to
access this  facility
Despite this hindranc
however, people do try t
make use of this facility
as the example of th
Mazarpara village ha
shown. The long tern
savings under th
insurance companies a
also popular primarily
because of this attribute.

The informal sector als
has very rigid rules fo
savings. xonchois which
are savings product insi
on a very fixed mode @
payment and the payme
IS mandatory. Thig
rigidity ensues that the
small lumpsums gets bui
up over time for large
lumpsums. Even durin
the lean months th
members are expected
save and if they fing
difficult they are
advanced loans in order
save. Since everyor
benefits in the long tern
they do notesent it and i
fact embrace it.

Friendly Staff

( Friendly behaviour is aj
important attribute whict
makes the household

ease and feel mor

The staff of the forma
sector institutions likeg
banks is busy anthence
cannot give enough tim

to the people. The peop

The people associate
with the xonchois are
from their own locality
and hence vg familiar.
This  increases the
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comfortable to deal wit
the institutions)

feel neglected a
unwanted in the ban
premises. They therefol
resent going to a ban
branch and use it
services.

comfort level and als
increases trust. Therefor
the extensive use of the
institutions.

Physical Proximity
(Physical proximity of the
institution is important a
lot of time gets wasted i
going to an institutior
which is far off. In rural
areas where the transpq
and communication i
poor this increases th
cost further in terms o
physical fatigue.

Most of the formal sectqg
institutions are located i
urban or semurban
areas. This makes the

far off from the rurh
population. The low
density of the banl
branches in the rural are
have already bee

discussed earlier.

The xonchoisare locateg
within the locality. Thig
makes them very easi

accessible and hend
carries very low
transaction costs. N

only are theyphysically
close, they can also K
accessible anytime of th
day or night thereby
making them very close.

Savings with  Loan
Facility

(This attribute is also ver
important for the rura
household because durit
the lean periods, th
household would liketo
access loans to tide ov

the crisis as they do n(

have enough to save)

The Formal sector banh
do not have such facilit
of very short term loans.

The »onchois are well
designed to meet th
eventuality and most ¢
the time the househol
accesses theshort term
loan from these
institutions.

It is therefore clear from the above the reasons for the large scale use of the
Xonchoisin the rural financial market as compared to the formal sector institutions.
Unless the formal sector institutions like nka adopt some of the attributes
preferred by the rural households, they would find it very difficult to penetrate the

rural financial market. Designing appropriate products and having delivery

mechanisms which offer those products easily to the rurakholds is the key to

penetrate this market.

4.7 Conclusions

It is therefore very clear thaXonchoisare the dominant form of local level

institutions available for meeting the savings and credit services in most parts of the

region. They are popular bagse of its flexibility, high returns and a hedge against
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the unpredictability and risks that the rural households undergo everyday in their
lives. They have been truly financially inclusive and have been able to provide the
much needed financial servicesmost parts of the region. Their popularity has led
them to displace the money lender from areas where it is dominant like Nalbari and
Kamrup. The next chapter would throw light on factors which endears these
institutions to the rural households of AssdBesidesXonchois,there are other
institutions which have been generically clubbed as special institutions. Although in
terms of outreach they do not register as important players, their importance,
especially in tribal communities, are nonetheless venyortant. Details of these

institutions are discussed in Chapéer
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CHAPTER-5

XONCHOIS- CHARACTERISTICS AND
SIGNIFICANCE

The previous chapteriearly highlighted the extent ofonchoisacross the major

parts of Nalbari and Kamrup and innge parts of Goalpara. In order to understand
this phenomenon more closely we have undertaken a survey of these institutions
across the surveyed villages. Attempts were made to cover alKahehois
currently existing in the in the surveyed area. The siadling technique was used

to cover the entire group ofonchoisas members of one group were also members

of the other groups.

Xonchoior Xomitiesar e | i ke t he, AAccumul ated Savin
or ASCAs, which is documented extensively in oAsia by Stuart Rutherford.
Stuart Rut herfordés study, l uci dly descr |
framework to understand and examine them more closely. The study describes
ASCAs as informal microfinance groups and is tiim@ted; they appoinone of
their members to manage an internal fund. Records are kept and surplus lent out.
After a preagreed period (ofteni@2 months) all the loans are called back and the
fund, plus accumulated profit, is distributed to the members.
The Xonchoior Xomites have different name in different locality of Lower Assam.
In some locality, they are simply known Asnchoiand in others aXamabaior
Society TheseXonchoiswork almost like the ASCAs as described by Rutherford.
However, there are crucial differaas One is the term or tenureship of the ASCAs.
In almost all cases the termXbnchoisn Lower Assam are more extended as shall
be seen later on in the chapter. This extended term also allows extending the scope
of these institutions by offering moregalucts than a classical ASCA as stated by
Rutherford.
Thus in simple terms it can be defined as folloivs{onc hoi s ar e associ
group of likeminded people, voluntarily joining hands with a sole motive of
building up a common fund with monthly equiaontribution, which is used to
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provide credit facility to the members and eventually providing a means for

accumulatinglumps ums at the end of the term. o

The salient Feature dfonchoisare:

J

The Xonchoisare totally informal setup which are formed bilagers
members.

The sole aim ofXonchoiis to provide savings and credit services to its
members

Usually aXonchoiexist for a specific term as decided by its members.

One household may have multiple shares inXowchois

The key person in Zoncloi is the manager who operates it by maintaining
the records and ensuring that the collection and disbursal of money is

maintained as per the norms.

As stated earlier, a census survey of these institutions were undertaken in the

villages visited by usThis survey throws more light on these institutions.

5.1Density:
The Xonchoisare found across the region .They are denser in the districts of

Nalbari, Kamrup and parts of Goalpara and Barpeta. The core areaXairtblois

seems to be the district Malbari. The table below clearly shows the density

pattern in terms of the averagenchoimembership per 100 households.

Fig 5.1
Average membership inXonchoisper 100 households
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Note:

Goalpar®eriphery denotes the adjoining areas of Goalpashidisisanore similar to Kamrup district
than Goalpara district.
Source: Primary Survey, GBIR, 20D
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It is obvious that the spread ¥bnchoisacross the region has been different with
larger concentration in some parts and sparse development inpatkerit seems

that the core area roughly coincides around the district of Nalbari with the density
falling as one travels outwards as shown in the Fig 5.2. The Goalpara periphery also
demonstrates more similar characteristics with Kamrup than Goalpasaeaident

from the figure above.

Fig 5.2
Area of operation of Xonchois

Area of Xonchoi Operation in Assam

Source: Primary supn@wRIBM, 200
5.2Size:
The average size of the group also differs across region. Barpeta has the highest

average membership size and Kokrajhar haviegawest average size.

Fig 5.3
Average size ofXonchoisin terms of numbers of members
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SourcePrimary survey, GNBM, 2009
It seems that that the average size of Xle&choiis afunction of the depth and

breadth of use of the institution. As ttensity ofXonchoisincreases, the size also
increases. This could be because in areas where its use is pervasive, the various risk
factors attributed to such institutions like defaulting members, defaultingg®a,
duration of tenureships etc. would lealbeen figured out through a repetitive trail

and error methodl'his would increase the trust amongst the members and hence the
increase in sizeThis appears to be the cases the districts in the core area
comprising of the districts of Nalbari, Kamrigmd Barpeta have a larger size as
compared to the outlying districts of Goalpara, Dhubri and Kokrajhar. It appears
that besides the diminishing of risk due to repetitive use, there is also the other
factor of social capital within the communities residinghese areas, which has a

role in the sizes. This would be more apparent in the case of the other traditional

AUnder t he -Bé&amqereligiouSmaterineAssarri Mathura Das Burha
Ata, was made the Adhikar of the Barpeta Satra byS8riMadhav Dev, in the 1B
century. Sri Mat hura Das had at firs
some O6Hatisd (Localities) whoewaed (htea kg
One 6Bhagbé was treat ed apsd baskee madeDod carde
bamboo used for measuring quantity of solid materials like rice, pulses,wheat etc.

Don wuswually contains of 4.5 kgs of

Bhoral 6. Nowadays, t heragquardity & tce ¢ostiegrRs.-b/
once a year.

Hatis

For economic devel opment of the O6Ha
house in each O6Hati 6. The t ot akwo.nBven

today the Hatis are functioniran the basis of the system adopted by Sri Mathura D{
System of Loans

Mathura Das adopted a-op method of banking way back in the™&ntury on the
lines and procedures which appeared in the western hemisphere only ofi teatiLgy
under Raiffeisen Every household of a O6Hati o
or store. The system of giving loans to all the local persons @6% interest per ann
been nicely maintained till the present. The loanee is to pay back the entire amou
interest within a year. A percentage of profit is shared with the members as di\
and the rest is wutilised for devel op

institutions, which are prevalent in these areas. Similarly, Barpeta with its long
history of financial intermediation has developed the necgssandition for the

trust to develop and hence a larger size group to function (see box)
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5.3 Gender composition of members

In terms of gender composition of members, most Xainchois have a
preponderance of female members. However, interestingly, indi$teict of
Nalbartthe core areait is the male dominated groups which are more prevalent, in
contrast to the general trend. Adoptionxainchoisby menfolk seems to be again a
function of its spread. In areas where it is denser, like Nalbari, Banpet§aanrup
male members use is much more. It would seem that in the denseritahees,
become so embedded by its constant usethat it has become immensely
trustworthy for even men to take it up for meeting their financial requirements. In
this sense, hiese institutions are more inclusive than any other gbaged

mechanisms including SHGs, which are female oriented than male.

Fig 5.4
Gender Composition of the members
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Soure: Primary survey, CNBM, 200

As one moves away from the core are& thale membership falls as is evident

from the graph above. It would seem that its constant use in areas where its more
pervasive has reduced the risks so much that even the males has adopted it en masse
to meet their financial requirementhe gender wis distribution of the average

loan outstanding per group clearly shows that the male groups have a much larger
loan size than the female groufsidently, the loans anmostlyusedin production

related activities unlike the predominantly female groups evé the loangoes
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mostly towards meeting the cash flow gaps and in other consumption needs of the

households.

Table 5.1
Gender-wise distribution of average loan outstanding peXonchoi
Kokrajhar | Dhubri | Goalpara F? oqlpara Barpeta | Kamrup | Nalbari
eriphery
Male 1500 Nil Nil 0 109347 | 61623 | 45528
Female| 11643 8280 | 18639 4053 28235 | 18113 [ 11175
Mixed 20700 Nil 0.0 3200 72183 | 20030 | 33895
Total 12005 8280 18639 3746 45502 28709 31703

SourcePrimary survey, GNBM, 2009
Thus, not only has these institutedmanage tgpenetra¢ deeplythe rural financial

landscapes but also have been more inclusive in covering the males into its domain,
very unlike the other group based systems which ignores this important

constituency from its scope.

5.4 Tenureshipand the Complementary nature ofXonchois

Majority of the Xonchoishave a tenureship ofl5 years. By any standards across

the world, most of the ASCAs have tenureship ranging fret2 8nonths. The
extension of theéenureshipcould possibly indicate the role sbcial capital in play

or the institutions have perfected their mechanisms to reduce risk or a combination
of both. Whatever may be its cause, this movemerXafchoisseems to have
attained maturity levels, which has led them to expand their tenuresitipat a
consequent default occurring. A few of them seems to have even extended to an
openendedXonchoiwith an unlimited maturity period almost giving a shape of a

pension fund for its members.

Interestingly, majority of theXonchoisin the core aredéike Nalbari district are in
the range of I 5 years and only a few of them are o#led. The basic reason
for the sustainability of th¥onchoiss s it s mechani smmeahs 6acti o
a simple mechanism of predetermined datéor dissolution of the Xonchoi.

Ironically, it is the closure of groups at regular intervals that leads to the
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sustainability of the process. The termination of the groups leads to easy
management of its funds as the amount remains within manageable limits. It also
makesit more transparent as the final balancing is done at the time of termination

where each member is aware of the amount of lumpsum that they are entitled to
from the interest earned and the amount saved. This confidence of receiving an
assured amount at tleed of the period through these groups tremendously helps in

financial planning for the households and thereby acts as a strong coping

mechanism for them.

Fig 5.5
Tenureship of Xonchois
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SourcePrimary survey, GNBM, 2009
The operendedXonchoisare more common iBarpeta which already has a history

of other similar financial institutions (see box) to adopt from.

Fig 5.6
District -wise distribution of tenureship of Xonchois
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SourcePrimary survey, GNBM, 2009

The extension of term of th¢onclois from the traditional cycle of only 12 months
or so has helped the institution to expand the scope of the savings products. These
institutions offer to their clients a range of seven different types of savings products.
The range of savings product offd in the different districts are given below.

) Recurring depositShort term ( less than 5yrs)

i) Recurring depositShort term linked with banks/P.O (less than

Syears)

iii) Recurring Deposit- Long term (more than 5Syears)

iv) Recurring Deposit Long term linked with banks (more than 5years)

V) Term depositShort Term ( less than 5yrs)

Vi) Term depositShort Term linked with banks ( less than 5yrs)

vi)  Term depositLong Term ( more than 5 yrs)

viii)  Term depositLong Term linked with banks ( more than 5 yrs)
This range of savings pdacts available through théonchoisallow the members
to regularly trade high returns in short term products for security in the longer term
products. The emphasis in the longer tefonchoisare more for building larger
lumpsums through a more securedchrnism of a formal sector institution like
bank or post office with a lower rate of return; unlike the shorter d¥omchois
which emphasise only on high returns. ThEsachoistherefore build up savings
linkages with banks or post offices. The retumshieseXonchoishover around 6
8% annually as compared to the returns-8£@or more (per month), in the shorter
term Xonchois.The variety of savings products (aX@énchoiswhich are offering
them) are much more in thedBapeta awher@r e as 0
experimentation is possible due to the reduced risk levels which have been already
discussed earlier (See Fig 5.7). The households would therefore like to be
associated with a variety of them with different cash flows to extract the maximu
from them. This is one of the key reasons for multiple memberships of households

in them.
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The complementary nature of these institutions is clearly seen in the combination of
two products i.e between the Recurring Dep8sibrt Term and Term Deposit

Shat Term. At the end of the period of the Recurring Dep8hibrt Term, the
members receive lumpsums as decided. If some the members do not want to use the
entire proceeds, they start a Gimae Term DeposiiXonchoifor a short period
ranging from 1i 3 yeas with a ongime amount as decided by the group, usually
ranging from Rs. 1000 3000 or so. The members in these @nme Term Deposit
Xonchois make no more contributioifhis cash is then rotated for the period
decided by the members and the proceeadsiliuted at the end of the period,
purely on the lines of Term Deposit of the bank but with a much higher rate of

return.

Fig 5.7
District -wise distribution of savings productof Xonchois
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Kokrajhar Dhubri Goalpara Barpeta Kamrup Nalbari
Soure: Primary survey, GNBM, 209

A Xonchoiusually offers one savings product but may also include two or more
products simultaneously. Some of them also develop linkages with the formal
agencies like banks and post offices to offer products like-temmy recurring
deposits or longerm term deposits. For example Xanchoimay have the typical
recurring deposit longerm product and it might add the term deposit {@rgn
product by opening a bank account where they save from the surplus of the group.
Or, another might have a recurridgposit short term product which they combine
with a recurring deposit long term product by opening a bank or post office savings

bank account.
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Besides savings{onchoisalso provide loans. Multiple membership in these groups
are preferred because it pide an access to a larger sum of cash. As one group
me mber Ve halvee mulitple imembership in Xonchois because we do not
know when and how much cash we may require. This (multiple membership) ensure
that we can sleep peacefully knowing that we caray access the required funds

f r om tnhlhtanwoods, the households use them as a credit card mechanism to
be borrowed as and when it is required. There is also a system of fanstet

from one Xonchoi to another. This is possible because thesitinions are
networked through the network of membership andishissedor the fund transfer
across these institutions.

Thus, eaclXonchoiscomplement the other by allowing the households to avail of
differing product choices offered by them.

5.5 Flexibility and Simplicity of the Xonchois

Therules of theXonchoisare very flexible. It starts from theontribution amount

itself. The contribution amounts are kept low. This is to ensure that a maximum
number of households can participate in it. Graph below clearly shows that
majority of the groups contribute around Rs:-50lper member with Rs. 51100

coming a distant second. Only a fed@nchoishave contribution amounts which is

more than Rs. 100/Members who wish to avail higher benefits fyying more

can also be part of the system. Thus, any member who can contribute more, simply
takes more than one share as per his/her needs. Thus, if one member takes four
share in a Rs. 5Bonchoj his/her contribution amount would come Rs.2@ery

cycle instead of Rs.50/
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Fig 5.8
Contribution of amount of members in Xonchois
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SourcePrimary survey, GNBM, 2009
This flexibility in the contribution amount allows for its popularity and its massive

outreach in the gtly area. In order to capture the seasonality of the income flows,
Xonchoisalso allows varying amounts to be added to the standard contribution
amounts. For examplea) brder to mope up the additional amount during the time of
surplus, there are options someXonchoisof adding only one lumpsum during the
surplus month and continue with the qoletermined contribution amount (which is
usually much smaller than the lumpsum amount) all throughout the year. These
Xonchoishave been named &sp-up XonchoisAll the districts except Dhubri and
Goalpara have them.

Not only does it allow capturing the surplus income, it also has options during lean
months when the incomes are low and the households are in stress. During these
times, here are options of borramg from the group for a limited period of two
months or so for paying the contribution amodtiese special loanseeds to be

paid back within the fixed period of two months or so. Treesenly allowed for a
couple of months and neetb berepaid bak after the scheduled limitt is this
flexibility, which makes it much attractive to its clients unlike the other financial

service provider including the recently promoted SHGs.
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Fig 5.9
District -wise distribution of Xonchoisas per their product types
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SourcePrimary survey, GNBM, 2009
Besides the flexibility, the simple chart of accounts (see Appdhdof the

Xonchoismakes it not only easy to manage the group but also ensures transparency.
Each month one sheet is filled up and the total®dord matched with the cash in

hand of the manager so as to ensure that the amount balances. So 12 months would
have 12 such accounting sheets. Since the group breaks after a period, the process

does not get complicated

56 Sustainability of Xonchois T Some Governance and
Management issues

The o6acti on audiXoenbhoisaresurds idsnpersianencef Irorticllg,

the breaking and balancing helps it to be sustainable and become a permanent
player in the financial landscape of the study area. Thakiong of the group allows

the group members to take stock of the group and member performance. This
provides the scope of removing nparforming members and adding new members
who could benefit the group. The incentive mechanism oXthrechoisis geared
towards ensuring member interest on the group functioning until its termination as
the benefits are only distributed once it ends. This continued interest of members
ensures that group functions and performs to achieve the objective of providing
returns tats members as decided.

Another key factor, which ensures that the group functions effectively, is the role of
the manager of the group. Usually, a manager is responsible for tHe-day
running of the group. S/he, ensures that each member contribetggomised

amount regularly and the collected amount is disbursed as loan so that it can earn
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the maximum amount. An efficient manager would ensure high rate of return on the
saved amount of the members. The manager also keeps the records of the
transations so that this could be produced and checked by members at termination
and distribution of the corpus. In short, they maintain the quality of the group and
ensure high returns. An effective manager would ensurettaatavings collected
every month iseffectively deployed as credit and very little is kept as idle cash.
This ensures that the money is effectively rotatedeangsa healthyreturn usually
hoveringaround 3 5% per monthThe table below would illustrate this. The table
represents thedmoks of account of a typical short tedonchoiwith focus on high
returns with a tenure of 12 months. The idle cash is extremely low. In this particular
case, all the other assets constitute loan outstanding. Most of the time, the idle cash
constitute les than 0.1% of the total assets. The cash begins to come back during
the month of October and November when it is time for distributing the corpus to
its members.

Table 52
Trend of Idle Cash in a Short TermXonchoi

Months Cash in Hand Total Assets % of Cash to Total Assets
(in Rs.) (in Rs) (in Rs.)

Novd 0 15000 0
De c @ 450 30450 1.48
Jan 350 46350 0.76
Febd 230 62730 0.37
Mar c h 105 79605 0.13
Apr i 0 97000 0.00
May 0 10 114910 0.01
June 42 133357 0.03
Jul y 356 152356 0.23
Au g o 416 171916 0.24
Sept 561 192061 0.29
Oct ¢ 5306 212806 2.49
Novd 219031 219031 100.00

Source: Primary sun@yiRIIBM, 2009
In some areas, professional cadre of manager have emerged where the members pay
them for theirservices (see Appeidll).
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Besides these micro level factors, some meso level initiatives in some of the areas
have led to the extension of the term of Kanchoisto open ended ones. In areas

of intense use, a corp of independent auditors have emerged which are usually
sdhool teachers and educated young people who provide these sertiedsooks

are audited annuallyy themand the results orally disseminated to group members.

In some cases, th¥éonchoisassign different members to maintain asset and liability
records, which are reconcil quarterly (Sharma & Mathew, 2010).

All of these have ensured that this process has been institutionalized and the
Xonchois have emerged as sustainable institutions despite its mechanism of
termination at regular intervals.

In areas ke Nalbari district, where it is used extensively, quiet a few numbers of
Xonchoishave graduated to almost permanent statwgith the same members

coming back after the end of each term.

Table 5.3
District -Wise distribution of Xonchoisas per their Terms
Kokraj | Dhu | Goalp | Goalpara Barpe| Kamr | Nalb
No. of Terms | har bri ara periphery ta up ari
1st Term 100 0 100 100| 43.5| 57.8| 84.8
2nd & 3rd
Term 0 0 0 0| 30.4| 40.0/ 8.9
4th & 5th
Term 0 0 0 0| 13.0 22| 25
More than 5
terms 0 0 0 0| 13.0 0.0 3.8

SourcePrimarywsvey, CMRBM, 2009

5.7 Reasons for the spatial spreadl some historical factors

The beauty oiXonchoihas been providing simple sol
needs. Despite its popularity however, it has not taken roots in the neighbouring
erstwhileGoalpara district comprising of the present districts of Dhubri, Goalpara,
Kokrajhar and Bongaigaon. Despite no physical divide, this region has been
separated from the Brahmaputra valley. This region had been part of the Koch

kingdom, which eventually caenunder the Mughal control and from whitltame
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under the East India Company. The following excerpt would give an idea of this
separation.

fiGoalpara district had been historically separated from the Brahmaputra Valley. It
was originally under the Koch Kg, a branch of whose family reigned over it with
capital at Bijni. Later on it went under the Mughal suzerainty , and paid a nominal
tribute in form of elephants and tusks. When the British acquired the Diwani from
the Moghuls in Bengal in 1765, the Bijdingdom went under the rule of the
Company which promptly changed the tribute to cash. A permanent settlement
along the lines of Bengal was made with the Raja of Bijni. Similar permanent
settlements were also made with the five other lesser chiefs gbaBmahamely
Gauripur, Pabatpur, Chapor, Mechpara and Kariabari. After permanent settlement
the Raja and the chiefs had permanent, heritable and transferable rights over their
lands including mines, minerals, forest and fisheries. They could realiseframts

the tenants at wh'atever rates they |iked.
The statement above clearly shows that most of the erstwhile Goalpara district have
been under the 6Zamindar.i Systemdé very ur
which did not have one. The Zamindaris®m with its masteserf relationship

with the population possibly did not provide the right environment for the social
capital to emerg®ery unlike the other parts where this constraint was absent. The
low presence or absence X¥bnchoisin areas wherg¢his system was prevalent as
opposed to high presence of them in areas where the system was not there is too
stark to ignore. The erelation coefficient of 0.665 with a significance of 99%

strongly points to that relationship.

Table 54
Results of the Linear Regression betweethe density ofXonchoisand presence
of the Zamindari system

Variables/Other Coefficient Standard errors t-Values

items Values

*Das, J.C: Land, Land relations and land reforms in the plains and valleys of the north east India,
Omsons publications, 1985
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Constant 3.444 1.849 1.863
Xonchois 9.756 2.338 4.172**
R® 0.665
F(1,22) 17.406**

Note: Signifidaat 0.01 or 99%
It is therefore clear that despite the immense usefulness, these have not been

adopted by all categories of households in the region and historical factors
embedded in land relations does have a bearing on the formation of social capital
and consequently on capabilities of people, especially poor, to develop institutional

arrangements for cash management of households.

5.8 Strengths ofXonchoisover SHGs

The strengths of th&onchoisover the SHGs can be broadly categorised into four

majorheads:

1. Easy to start up

Promotion of SHGs requires large costs in order to build up capacity (of
members) to manage and operate it effectively. Often, the quality of SHGs has
suffered because of poor investment in the institutional capacity building.

In case ofXonchois,is easy to start up becauseeryone is aware dghe rules

and norms and it comes naturally to the people. TAerao costs to be borne

in capacity building and putting systems and processes in place. Thus, almost
anyone could setupne such institution if s/he could gather the minimum

number of members.

2. Easy to manage

SHGs has many books which needs to be maintained in order to keep a track of
the finances. This entails a large investment in building capacity of the members
to undetake the task efficiently. Despite this, however, poor bookkeeping

remains an area dferious concern in the SHGs. Moreover, as SHGs do not
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have fixed tenureship of closure, there is no incentive to balance the books. The
large fund accumulated is prone fraud and elite captur@.he longer gaps
beckon and money piles up, and clearer it becomes that no one is in control, the
larger and more frequent the abuses can be expected to become (Matthews &
T.Devi, 2009).Matthew and Devi clearly shows in their papthat non
balancing of books in SHGs have clearly led to less trust and consequently poor
saving mobilisation from members and increasing delinquency in them.

In case ofXonchoisthey are not onlgasy to start uput alsoeasy to manage.

The cab collected after each cycle is distributed as credit to its members on the
same day, thus reducing the scope for fraud by the manager. The books are also
very simple (often just a single sheegnd the accounting is kept within
manageabléimits as itbreaks after a fixed term. This fixed term also ensures
that the accounts abmlanced at the end of tenuas, dividends have to be paid

to each member. This clear and concise bookkeeping ensamspdrency and
increases trust in the institutions. A clelmonstration is the large amount of
savings mobilised through them as compared to the SHGs.

3. Benefits clearly marked out

The SHGs do not have any fixed tenure for breaking and providing benefits to
its members. It is looked upon by its members as thelwbror accessing
cheaper bank loans and once this is achieved members skip savings contribution
or stop the altogether (Matthew & T,Devi, 2009). Clearly, the incentives
mechanism in the SHGs are not designed for retaining member interest over the
life cycle of the SHG.

On the other hand, iKonchoiseachmember is aware of the benefits, in terms

of lumpsums, that they are entitled after the end of the tenure fathehoi

This is directly proportional to the contribution made by each member. This
clarity in the benefit and also the time when they would get it, gets the members
to involve themselvemore closely with the operations of the group until the

end of termThe group therefore becomes more effective and purposeful.
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4. Using it as an effective coimg mechanism
The SHGs have a fixed amount of contribution per member for each cycle. This
rigidity does not appreciate the seasonality of income flows of households.
Thus, households cannot contribute extra cash during months of surplus and
manage to conibute the base rate during months of distress. This also restricts
the building up of a larger corpus, which can be accessed by members during
times of need. Thus, SHGs are still not viewed by households in the study area,
as effective instruments of coy with crisis.
Xonchoisare used as an effective instrument in managing the household cash
requirements. Théexibility in the payins and the pawpffs of theXonchoisare
closely matched to the cash flows of the households,niakeng it an effective
coping mechanism tool in the households.

All of the features stated above have endeared these institutions to the people and

made it so popular in the some of the districts of Lower Assam.

5.9 Weakness oKonchois

There are alsesome weaknesses of tHenchois These are:

1. Over reliance on the manager

The manager is the key person the in Xmmchoi S/he ensures that the group
runs effectively and the lumpsum is duly paid to each member at the end of
each term. However, if all or most of the member Biterate, there could be a

tendency for the manager to take advantage of his/her dominant position in the

group.

2. Meeting only basic cash flow requirements of households

Most of theXonchoismeet only the cash flow requirements of the households.
While this is important for the households, there are also other requirements like
cash for productive purposes, which remain almost unmet. Although, there is a

tendency, in areas where it has stabilised well, like Nalbari, to also get into
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providing credit for poduction this is rare.The Xonchoishave therefore failed

to meet some of the larger credit requirement of the households.

5.10 Conclusions:

It is clear thatXonchoishave been pervasive in the rural financial landscapes of
Lower Assam particularly inhe districts of Nalbari, Barpeta and Kamrup. This
immense popularity has been possible due to the twin factors of flexibility and
transparent (and simple) norms in its operations. The process of access to credit and
a large payoff at the end of its termdips the members) ithe face of unpredictable

and seasonahcome streamdo manag@ their cashin-flows and outflows through

out the life cycle of the householdEheir operations provide an insight into the
financial behaviour of the households offesa@pe for the formal sector to design
and develop products matching the processé®nthois Alternatively, the formal
sector could link up with these institutions like SHGs forlemding as also for
mopping up savings. The gradual moveXainchoistowards permanence in areas

of intensive use, like Nalbari, should help facilitate the linkage with banks.
Xonchoishave emerged because of the base of social capital, which underlie the
rural areas in the different parts of the region. This socialatap also responsible

for the other institutions unique to each community and area to emerge in the
region.These institutions are primarily meant to provide other services and are not

fully into financial intermediation as thénchois.
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CHAPTER-6

TRADITIONAL INSTITUTIONS 1
CHARACTERISTICS AND SIGNIFICANCE

6.1 Introduction:

The Traditional i nstitutions®6 roots are ¢
and the collective experience of a people. The history and the experience are the
foundations on which these institutions are built.

The surveyuncoveredsome traditional institutions providing basic financial
services to the community. They have beesxistence for a long time, unlike the
Xonchois,which had come up only around-120 years back. These are special
institutions in the sense that they are unique to the area and community they
represent. Most of them cover the entire village and sometimes it cuts across
villages. The membership thus covers the entire villagéhef’. The samplelist of

such special institutions covered is given in Appe#dixMost of these institutions

are fairly old and are part of the village life in the study area. The dates of
establishment are shown to be recent in some cases, because the rdenidens
reconstitute the earlier committee and start freBhis helps intaking stock,
balancingthe books and also alloviresh people to manage and run the institutions
without any earlier liabilitiesin some cases, thiestitution is given a legalhsape by
registering it and the date of establishment is taken from the date of registration. In
other words, the date of establishment does not correctly reflect the age of the
institution.

Most of these institutions are found in the districts of Nalbkamrup and Barpeta
amongst the Assamese community. The Bodo tribe inhabiting on the foothills o

Nalbari district uses an institutions call€bng committeeSimilarly, the Rabha

® Khel i Khels are arranged as per clans or communities with similar atbestics. Households
within the Khel have a strong bonding with each othed view themselvesas part of the larger
family. Each households of the sakieelwould take part in all social activities of each household as
if they were part of the same fdwni
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tribe in Goalpara usdbe Bhoral Committewvhich is basically a grain bankach

Bodo village has a village committee, which manages the sekgious and
political life of the village. These are also qupslicial bodies which adjudicates

petty crimes. Some of them are also into financial intermediation. However, the
sample ulages covered under the study did noapture any such village
committees which are involved providing financial services in the Bodo areas.
Instead, it found another institution called the Mahila Samiti constituting of only
female members and had beset up in 1982 in the Bodo areas.

The membership size of the various institutions is given in the Table below. As can
be seen from the table, the average size of these are much larger and cover the

entire villages in some cases.

Table 61
Number of members in these institutions

Sl. .

No. District Name Male | Female | Total
1 | Barpeta | 2 No. Nahati Kuchi 32 0 32
2 | Barpeta | Golia kirtanghar Committee 23 0 23
3 | Barpeta | 1 No Nahati Kuchi 127 0 127
4 | Barpeta | 12 Ghariya Kuchi 43 0 43
5| Barpeta | Golia Ayotee Fund 0 23 23

Goalpara Sapta Naba Nayan Bharal
6 Committee 7 0 7
Kamrup Chakabaha Gramdan Mabhila
7 Samity 0 65 65
8 | Kamrup | Chakabaha Ghosha Naam 0 30 30
9 | Kamrup | Chakabaha Gramdani Raiz Sami| 300 0 300
10 | Kokrajhar | Jankrikhang Group 15 0 15
11 | Kokrajhar | Mahila Samitee 0 157 157
12 | Nalbari Bhakatpara Pasimsuba Ayoti 0 42 42
13 | Nalbari Haloi Ayoti Committee 0 55 55
14| Nalbari Silaray Unnayan Committee 62 0 62
15| Nalbari Haloi Unnayan samity 60 0 60
16 | Nalbari Raitkuchi Gao Unnayan Sanity 55 0 55
17 | Nalbari Koliapur Sivmandir committee 86 0 86
18| Nalbari Kaliapur Dong Committee 12 0 12
. 2no Jamuguri Kadamgarh Don
1| Nalbari | 0 e ) °n 0 72
20 | Nalbari Koliapur Gopal Mandir Committe¢ 30 0 30
21 | Nalbari Bhakatpara Pachimsuba Chat 47 0 47
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Source: PrimaSurvey, CMBM, 20D

6.2 A Brief description of the Traditional Institutions and Financial

Performance:

These institutions are known in different places by different names. The name
reflects the community, which it represents. An explanation of timssiéutions is
given as follows;

KUCHI

Kuchi, means a hamlet from within a village where normally households from the
sameKhel resides. These are generally found in the districts of Nalbari, Kamrup
and Barpeta. In Barpeta neighbourhoods are also dddéd. A fund covering all

the households of the entikhel are calledKuchi. They function just like the
XonchoisHowever, the major departing point is that the contribution amount is not
constant and only collected for some time and it is not timé&elémIt continues
functioning and rotating its fundlhe proceeds of the fund are used for meeting
community related expenses. Some amount is also distributed back to members
time to time as dividendThis type of cooperative banking has been introduced
some three hundred years back Byra Atain Barpeta which have already
discussed in the earlier chapter. Kagchiis a part of the rural financial landscapes

in these parts especially in credit serviddeswever, the amount of loans provided
are very smaland doesot cross usually Rs. 100007 he following table shows

the membership status, geographical coverage aneuptddte of some of them;

Table 62
Some basic profile of theKuchis
Name of Geogrophic Date of Total Membership
Special Kuchi | al coverage| Establishment | Member Status
1 No Nahati Within 16-01-1986 M F House Hold from
Kuchi Village 127 0O Same Khel
2 No. Nahati Within House Hold from
Kuchi Village 01-01-1991 | 32| 0 Same Khel
12 Ghariya Within House Hold from
Kuchi Village 01-01-1975 Same Khel

Source: Primary Survey, GBIR, 20D
Financial Position of Kuchis
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The sources of funds fatuchisare member contribution and the interest income
received from the loans provided to their members. The contribatiwunts are
usually very sm# and provides the seed money to start the fund. After a period,
this contribution stops and it is the interest income which is rotated and used to
operate it. These funds provide credit to its members withiKiie¢ The funds are

also sometimes used twild community assets etc. The summarized financial

statements of three samgdachisare given below.

Table 63
Financial Details of Kuchis as on September 2009
Source of Fund Use of Fund
Cash | Cash
Name of Member | Interest Loan Fixed in in

Special Kuchi | Collection | earning | Outstanding | Assets | Bank | Hand

1 No Nahati

Kuchi 1600 94100 92200 0 3500 0
2 No. Nahati

Kuchi 2940 142060 85000 60000 0 625
12 Ghariya

Kuchi 3740 173092 34000 100000 42832 | 870

SourcePrimary Survey, CNBM, 2009
It is clear tlat these institutions have been running primarily out of the retained

earnings i.e. the interest income from the loans rotated amongst its members.
Although loansare disbursed, it is obvious that it is restrictive and covers small
amounts and also to auch smaller number of membérsery unlike theXonchois
discussed earlier(see Table 6.4). It is therefore obvious that these fundsdizy
householdsduring the time of extreme crisis and when all other sources are
exhausted. Th&uchis are thereforeviewed more as a lender of last resort. It
provides the households the mueteeded cushion for shocks and serve more as a

social security net for the memberskdfel.

Table 64
Lending details of Kuchis as on September 2009
Name of the| Cumuktive Cumulative Average | Average loans
Institution Disbursementy Loan Numbers | loan size | disbursed
annually
1 No Nahati
Kuchi 660790 1104 599 48
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2 No. Nahati

Kuchi 429262 324 1325 18

12 Ghariya

Kuchi 433371 580 747 17
1523423 2008 759

Source: Primary Survey, GBIR, 200

KIRTAN GHAR OR NAMGHAR COMMITTEES

The Namgharsare sociereligious institutions in Assam. Each village/khel would

have at least one of them. They were introduced by the great Saint Sankardeva, a
Vaismavaite,in the 13" century. These institutiorserve as congregation points for
all members of the village for not only religious matters but also for all civic
matters. Here all the affairs of the village are debated and discussed. Dwring
daily or weekly prgers each household contribute some money to the common
fund. After meeting the expenses of tdamghar the surplus amount is used for
helping the poor. Normally the loan is given aathouseholds which are in dire
need of money. The loan needs to bel fii@ick at the convenience of the household.
Although no interest is charged, theneficiaryhouseholdoays backthe principal

with some additional amount as a rule.

The following tableshowsthe membership status, geographical coveragestantl

up dateof some of them.

Table 65
Basic profile of Namghar Committees

Name of Namghar | Geogrophical Date of Total Membership

Committee coverage Establishment | Member Status
Chilarai Unnayan All household
Committee (Naam | Within Village 01-01-1975 62 from sane
Ghar) Khel
Haloi Unnayan All household
samity (Naam Within Village 01-01-1975 60 from same
Ghar) Khel
Koliapur Sivmandir All household
committee (Naam | Within Village 04-04-2006 86 from same
Ghar) Hamlet
Koliapur Gopal All household
Mandir Committee | Within Village 01-01-1980 30 from same
(Naam Ghar) Khel
Raitkuchi Gao Within Village 01-01-1990 N.A All Household
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Unnayan Samity from Hamlet
(Naam Ghar)

'‘Bhakatpara All Household
Pachimsuba Chat | Within Village 01-01-1972 N.A from Same
(Naam Ghar) Khel

Source: fmary Survey
The above mentioned institutions fall under the category of Namghar Committee.

However, there are some deviations from the original version. The Chilarai
Unnayan Sammittee, Haloi Unnayan Sammittee, Raitkuchi Gaon Unnayan
Sammittee and Bhakap Pachimsuba Chawere set upprimarily for the
development of the villagancluding providing financial services. They are not
connected with the upkeep and maintenance oNdraghar.In order to give them
sanctity, they have taken the blessings efNamghar. A large part of the casbf

some of them comes frocommonproperty resources like Fishery or renting out
utensils or land lease efthey also earn from renting out utensils etc to the village.
Some social sanctions are also imposed by thenttteeson the members by

taking fines. Thesource of funds of some of them are given in the tablew.

Table 66
Financial details of Namghar Committees (Data as on September 2009)
. TR Rent of Income
N?\Irgzr(:]f gﬁaeflal VMIember Contribution Intergst Fegs& Utensils _ from
Committee oluntar Compulsory | €arning Fine | &Lland | Fishery &
y Lease | Agriculture

Chilarai Unnayan
Committee (Naam i 10120 157769 2000 2000 4000
Ghar)
Haloi Unnayan
samity (Naam - 3360 81379 2564 18574 24623
Ghar)
Koliapur Sivmandir
committee (Naam | 266000* - 14000 0 210000 -
Ghar)
Koliapur Gopal
Mandir Committee 6087 - 8500 1500 - -
(Naam Ghar)
Raitkuchi Gao 2300G*
Unnayan Samity - 10450 43750 3150 80000
(Naam Ghar)
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'‘Bhakatpara
Pachimsuba Chat - 118800 184470 0 6830 4000
(Naam Ghar)

Note: * Contribution of Community Village land valued at Rs. 330000 and Rs. 150000 as voluntary
contribution for building the Siva Temple.
*Rs18000 as fine for eloping with a daughter of one member

Source: Primary Survey

The following table gives the summarizedsset and Liabilies of the sampled

NamgharCommittees as on date of visit of the researchers.

Table 6.7
Assets and Liabilities of the Namghar Committee§ as on )Sep 62009
Name of Liabilities Assets
Naam Ghar [ Contribution | Retained | Fixed | Outstandin | Cash | Cash | Other
Committee Earning | Asset| gAmt. in in
Bank | Hand
Chilarai 10120 165769 | 68000 86000 20000( 1889 0
Unnayan
Committee
(Naam Ghar)
Haloi 3360 127140 | 70000 54000 5000 | 1500 0
Unnayan
samity (Naam|
Ghar)
Koliapur 266000 224000 | 48000 10000 0 0 0
Sivmandir 0
committee
(Naam Ghar)
Koliapur 6087 10000 1500 14587 0 0 0
Gopal Mandir
Committee
(Naam Ghar)
Raitkuchi 10450 149900 | 10000 26000 34350 O 0
Gao Unnayan 0
Samity
(Naam Ghar)
'‘Bhakatpara 118800 195300 | 17000| 140500 0 2600 | 1000
Pachimsuba 0
Chat (Naam
Ghar)

Source: Primary Survey

It is clear from the above table that a large part of the funds have actually been used

for creation of community assets and less than half of the assets are in loans
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outstandinglt is obvious thattese institutions are leveraging on the community
resources for earning an income which in turn is used for the benefit of the
community. They are not intbnancial intermediation in big waylhey provide
loans of a higher amount than tKeichis but only a few of the members have
availed loans from them. Provision of credit services are more perfunctory in nature
for them. However, given the fact that they are owned by the village/khel and
blessed by a religious institution, loans default is unheard ofaagddeviations

may carry social sanctions which would be very difficult for a household to bear.

Table 68
Lending details of Namghar committee (Data as on September 2009)
Name of Naam Gha| Cumulative | Cumulative | Average Average
Committee Disbursement| Loan No Loan Size loans
disbursed
annually
Raitkuchi Gao 80000 30 2667 2
Unnayan Sanity
Bhakatpara 538810 170 3170 5
Pachimsuba Chat
Koliapur Sivmandir 28000 56 500 19
committee
Koliapur Gopal 14587 25 584 1
Mandir Committee
Chilarai Unnayan 275000 138 1993 4
Committee
Haloi Unnayan 124000 56 2215 2
samity
1060397 475 2232

Source: Primary Survey

DONG COMMITTEES

Dong Committees are mostly found in the foothills of the North Bank of Assam.
@ o n, ndodo dialect, meancanalizing water to the cultivable field from river or
natural flow. It is associated with the Bodo Community of Assam. Baale fain
tribes of Assam which once inhabited the entire stretcthefBrahmaputra Valley
but is presently restricted to mostkKokrajhar and Bongaigaon districts and the

northern upland parts of the StateD o nagesubiquitous in the Bodo dominated
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areas of Assam. These are indigenous micro irrigation mechanism, which are
owned and maintained by the community. Some of thestersg are 100 years old

and others are ranging from 1060 years or so. Since it has been in used for so
long now, others communities also have also adopted this mechanism for irrigating
their agricultural fields and thu3ongsare also found amongst Assase speaking
Hindus, Adivasis, Rabhastc which reside adjacent to the Bodis in these upland
areas.

The Dongs Committeetake voluntary cash contribution from its members for the
maintenance and operations of thengs and builds up its corpus fun@®nly
members of households with cultivable land, which are irrigated, are members of
this committee. The contribution amount varies according to the land to be
cultivated. However, the voting and other rights are same for each member. Initially
the Dong Comniteeswere only involved in maintenanand operations of the
Dongs However, with time, the surplus available withwiere lent ouamongst its
members. The loanwere provided at interest rate ranging from 3% to 5% per
month. TheDong Committeebave th& own rules and norms of functioning; and
there are even instances where they been called upon to address issues concerning
the entire village and community.

The study covered one suBtong committeén foothills near Tamulpur in Nalbari
(now Baksa) disict. This Dong committeehas membership cutting acro$s
villages The number of members ar@ members. The basic profile of tBeng

committeas given in the table below;

Table 69
Basic profile of Dong Committees
Name of Dong Geographical Date of Total Membership
Committee coverage Establishment | Member Status
2no Jamuguri M F User Group
Kadamgarh Don , Household from
Con?mittee ’ 6 Villages 01/01/1992 72 | O 6 different
villages

Only the user householdssing theDongi.e. the irrigation canal aréé members
of thisDong CommitteeThis committee cuts across 6 villages. There are two types

of membershipThe first type are thosgho has own cultivable laradjacent tahe
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Dong and the secontype are thosevho has taken land on lease through which
has passedlhe households owningultivable land and uisg the facility of the
Dong had to contribute a onetime fee of Rs.50 per bigha of land td®tmg
Committeefor membershipThe second class of members with lease land had to
pay Rs. 20 per bighaer year fothe entire lease period

The table below gives the source of funds of the Dong Commifteescommittee
has earned almost Rs. 80900 on a contribution amount of Rs.23800bf which

an amount of Rs.36000 has been paid back to the measdrgdend.

Table 6.10
Financial Details of Dong Committee:(as on Oct 2 0*0 9

. Member Interest .
Name of Dong Committee Collection earned Fees & Fine
2no Jamuguri Kadamgarh Dong 23800 80900** 15004+
Committee

Note: i) *- On the date of visiylierecord were not availalilee committéaddistributed dividends
to its members in the year 2008 amounting of Rs. 36000.
ii)**- 2004 Rs.12350, 2005Rs.24550, 2006Rs.10200, 200Rs.14200, 2008Rs.19600.
Includes Rs 36000 which have beexs phttdends
iif)***- only for the year 2009

Table 6.11
Financial Details of Dongs: (Data as on Oct. 2009)
Liabilities Assets
Cash | Cash
Name of Dong Retained | Fixed | Outstanding in in
Committee | Contribution| Earning | Asset Amt. Bank | Hand | Other
2no Jamuguri
Kadamgarh
Dong Not
Committee 23800 44900 Any 68700 0 0 0

Note: Rs.36000 has been distributed as dividend to its members in 2008.

Compared to the earlier institutiori3png Committeeare involvedmore intensely

with financial intermediation as thaé&ncial figures shows. Although the loan sizes
are smaller, they provide credit services to a large number of households as
compared to the other institutions. They have put a voluntary cap (of around
Rs10000 or so). In remote areas where they operag, dre possibly the only

reliable and responsible community based initiative in meeting the credit
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requirements of the households. Evéonchois are also almost absent here. The
households have leveraged on the strong social capital to get into financial

intermediation in the absence of any institutions providing it in these places.

Table 6.12
Lending details of Dong Committee*
Name ofDong Cumulative | Cumulative | Average | Average loans
Committee Disbursement| Loan No Loan Size disbursed
annually
2no Jarmuguri 244300* 296* 825 59
Kadamgarh Dong
Committee
244300 296 825 59

Note : *Data available from 2004 onwards

AYOTI COMMITTEE.

Ayoti, as colloquially called, is a womamith expertisein rendering prayers or
devotional songs. In villages of Assam, grasipwomen under onéyoti offers
group prayers in househaandifferent religiousandsocial occasions. This group
of womenarec al | eAyotidbalb . i Talé Kbas over ti me <cha
committee and hence the name AyBammittee In a typical villagethere may be
more than oné\yoti Committeg These are mostly associated with Kemghars
but within one Namghar there may be many groups. They ot i Commi ttee
primary function is to offer prayers ddam in a household for occasions like
marriage, cHd birth, death anniversary etc. and give blessings on behalf of the
whole village to the household. For this service, the owner of the household
voluntarily donates cash or kind the group This cash is used bthe Ayoti
committedor meeting some expsas of the Namghar and the remaining is used for
providing financial assistance to members of the committee at times of need. The
Ayotisalso practice weekly prayer services in the Namghar or in member houses,
where the group members themselves contrimgme amount to theé\yoti
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Committee All of these are rotated amongst its membdrs anarginal rate of

interest.

A profile of one suctAyoti Committeas given in Table 6.13. This is an exclusive
female group unlike the other traditional institutions. yraee also operating for a

fairly long time.

Table 6.13
Basic profile of Ayoti Committees

Name of Ayoti Geogrophical Date of Total Membership

Committee coverage | Establishment| Member Status

Bhakatpara M | F | Household
Pasimsuba Ayoti | Within Village | 01/01/1975 from Same

: 0 | 42
Committee Khel

Source: Primary Survey
However, these institutions provide very small loans and for a limited period of

time. Being female groups, most of the loans are used for smoothening cash flows
of the households and also t@eh certain emergency needs. Again, very few loans

are disbursed to its members.

Table 6.14
Financial details of Ayoti committees(Data as on September 2009)
Liabilities Assets
Name of Fixe
Ayoti Contributio | Retained| d | Outstawling | Cash in| Cash in
Committee n Earning | Asset Amt. Bank | Hand
Bhakatpara
Pasimsuba
Ayoti 1761 19420 0 18700 0 720
Source: Primary Survey
Table 6.15
Loan details of Ayoti CommitteegData as on September 2009)
Name ofAyoti Cumulative | Cumulative | Average Average
Committee Disbursementf Loan No Loan Size loans
disbursed
annually
Bhakatpara 64650 146 443 4
Pasimsuba Ayoti
Committee

Source: Primary Survey
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BHORAL COMMITTEE:

Bhoral, as colloquially called in Assarig a grain storehousk Assam, every rural

household has a granary its courtyard.However, this granary does not last the
entire season for very poor households with very little lands or no lands. In order to
provide a mechanism of food security to each household in the village, in areas
where theRabha communitys domnant, a system afommunity grain bank has
been in existenctr long. This bank in managed by a committaéleci theBhoral
Committee Each household has to contributei 3 maundS of paddy. If any
household does not possess any agricultural land theg to contribute cash
equivalent of 31 4 maunds of paddyf a new household joins the village, they
have to join by contributing Rs.125/throw a feast for the entire community and
some amount of paddy. The cash of Bieral Committees used to givdoans to

the households within the village. The membership details are given in the table

below.
Table 6.16
Basic profile of Bhoral Committee
Name of Bharal | Geogrophical Date of Total Membership
Committee coverage | Establishment| Member Status
M | F | Household
Sapta Nava byan Within Village | 05/02/1988 from the sam¢g
Bharal Commitee 7 0 Hamlet

Source: Primary Survey

However, in absence of very detail financial records, no such information is
presented for this committee.

As seen for the earlier instttans, the primary focus of the institution is to provide
food security. Financial intermediation is only a perfunctory function. Further
financial details could not be presented as financial records could not be obtained
from the organization.

GRAMDANI SAMITTEES

A variant of the village committees are tBeamdani Samitteessramdan villages

are villages which after responding to the call given by Acharya Binova Bhave

®1 maundc 40 Kgs (price is around Rs 23Rs 350 per maund)
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donated their land as a common community pool. Grendani Raiz Samittees
GramdaniMahila Samitteeare committees setup for the purpose for managing the
Gramdan village.Gramdani Raiz Samitteelsi t er al |l y means Gr amd
committee. Besides the communityorks taken up by the village committee the

earnings of the committee areedsto provide loans to the villagers. Both of these
institutions are fairly old. The Mahila Samiti consists of only the female members

and theRaiz Committeeomprises of all the members of the village.

Table 6.1I7
Basic profile of Gramdani Raiz Commite
Name of Date of Total Membership
Gramdani Raiz | Geogrophical | Establishment| Member Status
Samittee coverage
M F One female
Chakabaha s .
Gramdan Wlthln 01/01/1979 Representatiy
: . Village 65 e from a
Mabhila Samittee
Household
Irrespective
Chakabaha L
S Within off male or
GraSrr;lorlgi?tleI:alz Village 01/01/1970 | 300 female all
villagers

Source: Primary Survey

The financial details are sketchy. However, it seems that financial intermediation is
not undertaken in large manner and follows the pattern as se¢hef@revious
institutions. Although the initial corpus was built from contribution, presently this
has stopped and the interest income is used to disburse the loans to its members.
Presently the Chakabaha Gramdan Mahila Samittee possess three buddliegs v
Rs.80000/ only, Plantation Rs.5000/and Musical Instrument valued Rs.1000.
They keep cultivable land on lease amdtlertakecultivation and also provide loan

to householdsAs the financial records are not updated anel sketchy, these are

not presented for both of the institutions.
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6.3 Features of Traditional Institutions and their strengths and

weaknesses
The above analysis clearly points out to the presence of various traditional

institutions in the rural landscape of Lower Assam. Théedin scope, scale and
focus. However, they all have a strong community bonding. The strong features of
these institutions are;
e They are all strongly rooted to the community. They are part of history of
the area and hence constitute a part of the culamdscape of the area.
Each member identifies themselves with the institution and is involved

with it intensively.

e They offer a platform for the community to interact and get involved in the

community affairs.

e They can mobilise the members to perforasks as prescribed in its
charter. Although not a legal body, they have the authority to censure
members if found to be delinquent. They are respected by the community

and the members and everyone follows its decision.

e No members can afford to displedbese institutions and get away as they
would be condemned by the entire village. This powerful tool helps ensure
that loans which are taken by individual households are always paid back.

There are however some weak points of these institutions;

e These ingtutions have strong foundations in oral traditions. Record keeping
and documentation is therefore not their strong points. In fact, the study
team had a tough time in eliciting the financial details and arriving at correct
figures. The formal sector, wiids a product of the literate world, would
distrust institutions without proper documentation and records. This could
be a major bottleneck for linkage between these institutions and the formal

sector financial institutions.

e Most of the institutions hee been formed for various purposes other than
meeting financial requirements. Providing financial services are more of a

perfunctory function for them. The institutional setup, including the
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structure and skills, are therefore not geared towards providiagcial

services in an intensive manner.

6.4 Conclusions:

These traditional institutions are very much part of the rural life in the study area.

They have been around for long periods and have become part of the history of the

place. There ara variety of them representing the diverse ethnic groups and people

residing in the region. They have strong bondages with the community and have
managed to accommodate diverse interests and ensure cooperative action. Although

they are mostly informal andlo not have legal authority, they have been
empowered (by the community) to ensure compliance to arrangements (mostly
informal) which the people have agreed and perceived to be in their common
interest.

Most of them are not registered and giventheiresthn g t radi ti on r oot ec
mostly conduct their business in an informal open house debate and discussions

mode. For an outsider, bred in the traditions of a literate world, absence of
documents and records in an institution would invoke contemgtdésdain and

would not be generally favoured as an ideal form. This stems from the view, till

very recently, that it was impossible to build trustworthy institutions without
information system which is based on text and writing. However, in the context

where most of the people are illiterate or first generation literates, information

based on text are as alien and which they do not trust. In this world, contracts based

on the o6éwordd are more i mportant t han th
written and signed. If effective control of members is a sign of good governance, it

is these informal and oral mechanisms that ensure effective membership control of

the institution rather than the nominal m
has therfore sustained for such long periods of time. The trick is therefore to

devised methods which are conducive to the oral traditions and yet comply with the
requirements of the literate world. An excellent study on the subject does provide

some views towardde way forward (Matthews, 2008).
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Given the fact that these institution are of the people, it is essential that linkages
with them has to be forged with them in order to ensure a larger out&acle. of

the mechanisms of linkages would be specifiethéconcluding chapter.
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CHAPTERT 7
CONCLUSION AND RECOMMENDATIONS

7.1 Conclusion

A large part of the study area i.e. Lower Assam is financially excluded by the
formal sector banks. Almost all the parameters point out tpdbe bank outreach
in these areas. In contrast, there is a vibrant informal financial intermediation in
most parts of the region. These informal financial intermediaries dominate the rural
financial landscape in the region. Unlike the other parts of thatog traditional
community based institutions play an important part. The traditional community
based institutions which are involved in financial intermediation can be broadly
divided into two as shown in the figure below.
Fig 7.1
Types of Traditional Institutions

Traditional
Institutions offering
financial services

Traditional Institutions Traditional Institutions
offering pure finanal offering mainly other
services services and partlygnancial
services
Xonchois, Goots, Samabe Dong Committees, Bhore
etc CommitteesNamghar
Committees Kuchisetc.
| ins | services like the

Xonchois, Goots, Samabassc . The second type of traditional instituticoféer
mainly other typeof community services like building and maintaining of

community assets, adjudication etc and providing financial services form only a
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minor part of its role. These institutions provide finance only as a last resort and are
viewed by the community as sudfinances are generally provided to individuals
only in times of distress and when the households cannot go anywhere else for
money. The resources of these institutions, including financial resources, are
viewed as community resource and is utilised fa& thaximum benefit of the

community rather than use it on a pure commercial terms.

7.2 Traditional Institutions Involve In Pure Financial Services:
Xonchoisand their variants, are pure financial institutions which provide savings

and credit services tositmembers. They can be classified as ASCAs (Associated
Savings and Credit Associations) as defined by Stuart Rutherford. They dominate in
the region but are mostly concentrated in the districts of Nalbari, Kamrup and
Barpeta and the periphery of Goalparatritt. They cover almost 90% of the
households in Nalbari as compared to only 40% coverage by banks and 43 %
coverage by SHGs. Similarly, in terms of breadth of usage, on an average, one
household holds almost 5 accountsXainchoiscompared to only 1 aount for

every two households for banks in Nalbari. They are also used by all categories of
population including the poor, nsb-poor and the rich. Not only is the bank
coverage low, a large number of the accounts are hardly used. The jump in opening
of savings bank accounts has been primarily for availing benefits under govt
schemes like Mahatma Gandhi Rural Employment Generation Scheme (MGREGS)
etc). On the other han¥pnchoisare used regularly (monthly).

The popularity of these informal institutiors primarily due to their ability to be
flexible, adaptable to the various demands of the rural households for lumpsum of
money. It gives them high returns on their savings; it forces to them to adhere to
strict norms and provides an easy and flexiblermae# liquidity. It is also located
close to them both in terms of physical as well as on the perceptual space. It is truly
one of the most inclusive financial institutions in the state covering, caste, class and

gender.
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They provide a variety of savingsoducts and have also linked up with formal
institutions like banks and post offices to extend their term. However, they are
mostly in the informal sector and linkages are very sparse.

The strength of these institutions is its excellent member contoalube of the

clear benefits marked to its members at the end of each tenure. This has ensured
good governance and transparency and therefore increased trust in them. Linkages
with Xonchois should therefore help a great deal in financial inclusion and
exterding outreach to remote areas at minimum cost.

Based on this study, some tentative suggestions have been made for linkages with
the banking industry. However, the linkages with these institutions would require
some more research on product developmefavield by piloting before it can be
adopted by the banking industry. The suggestion given below should be seen in this
light.

There could be two types of linkages with such institutions. i) Savings linkage and
i) credit linkage.

i) Savings linkage: Underthe savings linkages, the following broad directions are

suggested.

a) Recurring deposit Scheme for Xonchois:

Xonchoiswith a permanent membership base would be allowed to open recurring

deposit scheme for a longer term ofi684 months. The accoumtould be under

the groupbs name. Only a part of the cont
banks and the rest can be rotated in the group as per the norm&ohtmi.The

tenureship of theXonchoiscan also be shorter as decided by members. Byt th

have to setup again with the same membership until the time the term of the
recurring deposit matures. This would fulfil the twin objective of a secured longer

term savings with the bank as well as providing the high returns on the savings

rotated withn the group.

b) Term deposit$ Long term

Members fromXonchoiswho have a recurring deposit A/Cs could be encouraged to

open up term deposit A/Cs from the lumpsum payment received at the time of
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maturity of theXonchois.The Term deposit would be for anger term of 6 years

or Sso.

ii) Credit Linkage

Besides thesavings product, dnks couldbe encouraged tgrovide credit to
Xonchois under the joint liabilitynorms. The credit would go to individual
members but the entire group would be jointly liafolethe loans. The bank could
keep some capital (around 10%) of tKenchoisas security to be returned after
complete repayment of the loans from the members.

Besides the linkages, the strength of Hanchoisvis-avis the SHGs has already
been discussk It is these strengths that have made it so popular and sustainable in
the rural areas of Lower Assam. Some strong features of these institutions could
possibly be borrowed and incorporated in the SHGs in order to make them stronger.
iii) Modification of the SHGs

One of the positive features of t®nchoisis its mechanism of fixed tenureship

and disbursement of dividends to its members at the end of the term. This feature of
fixed terms for disbursal of dividends to SHG members could probably betriied

The fixed terms would ensure that the members receive benefits from their capital
invested on a prdetermined date. Unlike th¢onchois,the SHG members would

have an option of either breaking up the group and distributing the entire capital or,
retaining a portion of corpus in the group while disbursing the bulk amount to its
members. In the second case, the SHG would continue even after disbursal as some
portion would still remain in the corpus of the SHG. This (process) would ensure
that the membs have an abiding interest in the operations of the group because of
the dividend which they would receive at periodic intervals.

The above are the tentative suggestions for linking the formal sector institutions

with Xonchois.
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7.3 Traditional Instituti ons Involve Only Partly In Financial

Services:

The second type of traditional institutions are mainly involved in other activities
and finance form only a small part of them. These institutions are at the level of
village/clan/community and the entire aije/clan/community are its members. It

has the power and authority to censure its members. These institutions can therefore
play an important as a facilitator. These institutions can very well be roped in as
Business Facilitator for the area under thefrsgiction. This would not only help

the bank in financial inclusion but also expand its rural business in other sectors
too. Amongst the various institutions, tbeng Committeem the Bodo areas and

the Kuchisin Barpeta district could be tried out iailly as they are more active in

their area of operations.

7.4. Strengthening linkages between formal financial institutions

and traditional informal institutions i Some thoughts

Traditional institutions are informal institutions which conducts mosisdiusiness
orally. It is this feature that ensures active participation of its members. The formal
sector, a product of the literate world, and its emphasis on the written text, therefore
becomes a hindrance for effective engagement with these typestitiitions.
There is therefore a need to understand the principal and processes of these
institutions more carefully and build up an appropriate architecture of engagement
based on that understanding. A large part of that process would be in evolving
mechaisms which are oral in nature but meets the standards prescribed by the
literate world. It is only then that an effective communication would occur between
these two sets of institutions from different world and make the make it more
meaningful for bothrte parties.

The first step towards that could be by following the steps enunciated by Brett

Matthews in his excell ent work on 6Govern
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He suggests that there are certady areas for researching, piloting and technical
refinemenamongst these institutions. These are:

U0 use of mnemonic tools including the
designed to handle less complex acts of recall,

U deep integration of simple pictures and symbols into all aspects of +ecord
keeping and contracting,

U deep integration of stories, songs and formulae into the proceedings of
meetings and the rhetorical capabilities of leaders,

U extending specific, situational numeracies in pilot areas to enhance the
legitimacy ofTraditional Institutiongools from passbooki® seasonal cash
plans and financial statements,

U use of low cost cameras to back up document records when they are
prepared,

U the design of theTraditional Institution cashbox, and strategies for
simplified balancing and auditing, and

U strategic developnme of participatory mapping tools to support selected
functions like personal financial planning Biraditional institutionbusiness
planning.

It is only serious work in these areas which could lead to a much longer term,
sustainable and fruitful linkagdsetween the formal and informal sector. And it
would perhaps lead to a much more comprehensive financial inclusion of these

regions and communities.

*kkkkkkkkkk
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Annexure |

Village Profile of the 6 Studied Districts

Village Profile:

District

Village

Description

Kanuri

Kanuri is situated 35 KM South West to Gauripur, near Bangla
Border. The Area is mainly inhabited by Bengali Speaking Sche
Tribe people. The area is mostly affected by flood. The prin
occupation of the people is Bamb@uafts work, and they are alg
engaged as agricultural labour and other daily wage activities
other activities pursued by the community are petty trad
Traditional Drum Playing etc. and are also involved as Colleqg
for some financial institutiess. The community belongs to Hing
religion. They practice all the Hindu religious Pujas and Hi
festivals .The community helps its members at the time of cris
the househol d. They also rev
the village they coléict donation from neighbourhood for t

funeral. Monetization status is Medium.

Gaikhowa

Gaikhowa is situated 20 KM South to Gauripur and 3 KM ffr
Golokganj Town. The area is inhabited by Bengali speaking SC
Rajbongshi community. The people are rhairengaged in
Agriculture, Bamboo Crafts making and Jute work. Apart fn
these they also do petty businesses, livestock raring, Daily

labour work, Weaving, collection for different Financial institutio
etc. They practice all the Hindu religiousj&iand Hindu festivals

Monetization status is High.

Raipur
(North &
South)

Raipur is situated 12 KM south to Gauripur. This area is inhal
by Bengali speaking SC community. Their main activities
Agriculture and Bamboo work. Apart from theseyha@so pursug
other wage labour work, petty trading, livestock raring, Traditig
Drum player, Trading home stead land produce etc. They prs
all the Hindu religious Pujas and Hindu festivals. Monetiza

status is Medium.

Kokrajhar

Charaikhola

Charaikhla is situated just 5km away from the east of Kokra

town. The inhabitants are of Rajbonshi community in majority
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few Nepali, Bodo and Adivasi people are also there. Their prin
activity is agriculture. Most male folk are employed in segu
services, Government agencies as well as in Private agencies.
stead economy is very strong. People are also engaged with
trading, wage labour, small enterprise, livestock raring, weaving
They practice all the Hindu religious pujas and dHinfestivals.

Monetization status high.

Batabari

Batabari is situated near Kokrajhar Town just about 3 KM east.
inhabitants are from Bodo Community. Their primary Activities
Agriculture and Govt. services. Apart from other activities i
Daily Wage, Petty Business, Live stock raring and weaving,

also work as collectors for different financial institutions. Villg
committee has a strong role in the village. Bathou is the main
the tribal community celebrates apart from the otherihiPdjas and

Festivals. Monetization status is High.

Kalugaon

Kalugaon is situated 20 KM south to Kokrajhar Town. It is a ren
village inhabited by Bodo Tribes. People are primarily engage
Agriculture. Seasonal Vegetables are also produced bpdbple.
Other income oriented activities are wage labour, livestock ra
weaving etc. There exists a strong village committee, which h
strong presence in the village. Bathou is the main Puja the

community celebrates. Monetization status igh

Puthimari

Puthimari is situated 25 KM north to Kokrajhar Town. It is Bg
Community inhabited area. People are engaged in Agricul
service, Carpentry, wage labour, weaving livestock raring
Earlier in this village there were some SHGst lnecause o
mismanagement of Fund by the Secretary and President, the j
are not much interested in forming SHGs. Still they said they
to revive the Group mechanism to serve them in the finai
matter. Here also the village committee plays gomeole in the
social matters. Bathou is the main Puja the tribal commy

celebrates. Monetization Status is Medium.

Kamrup

Dhuli
Village,

Chaigaon

This village is situated just 3 KM south to Chaigaon town. Pe
are Assamese speaking Hindus belogdimSC. Agriculture is thei
main activity. Apart from this people are also engaged in Eri rg

and spinning, weaving, Livestock raring, agric. labour, semi sk
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construction work and petty trade. The homestead land prg

supports Household incomdonetization Status High.

Nahira
Village,
Rampur

The village is situated 3 KM North to Rampur and 8 KM away fr
Bijoynagar (a business center). The villagers are from diffe
caste, pursuing agriculture as their main activity. Apart from
thereare daily wage labourer, Carpenters, Weavers, informal [
operator, Electrician, Skilled and semi skilled labourer and H
businessmen engaged with govt. and small time company se
etc. Homestead economy is very strong. Production of sea
fruits, Bamboo, Betelnut and Betelnut leaves etc are high

Monetization status high.

Chakabaha
Village, Boko

The village is situated 5KM west to Boko town inhabited by R
Community. People are mainly engaged in agriculture.

household have bethut orchards, fruits orchards and other seas
vegetables. The homestead economy contributes a lot tg
household income. Apart from above mentioned activities they
also involved in daily wage, Govt. & Company services, weav
livestock raringare the other activities people pursue. Recently|
village has faced a problem of conversion of 5 to 7 familie
Christianity, which led to a very gloomy situation in the villa

Monetization status high.

Goalpara

Matia

Matia is situated 15KM northot Dudhnoi. It is a remote villag
inhabited by Assamese Nath community. Agriculture is the n
activity. Apart from this service, daily wage, weaving and livest
raring etc are the activities that people pursue. Near to this vi
one refugee villageis there, which was established with t
migrated people from erstwhile East Bengal. This village
influenced the social practice of the Nath community in term
celebrating different pujas performed by Hindus, which W
previously not celebrated bthe Nath Community Monetizatio

status high.

Namapara

Namapara is situated Sotltest to Goalpara Town. It is almost
to 8 KM west from the Agia Market Center. The village is inhab
by the Rava Community. The area is frequently trespassed by

el ephant s herd which result

So, many of the people stopped tilling the entire land available
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them for agricultural purpose. The main activity is agriculty
Homestead land produce contribute to the househaloinia. The
youths now a day are migrating to distant places like Kerala,

and Ahmedabad in search of work. Some even moved to Nan
Meghalaya to work in the coal Fields. Ravas have their

traditional religious custom. Apart from performing thendu
religious pujas the community also performs their traditional Py
The Bher System is unique in the village. The Bher is a low la
land, which is not suitable for ploughing. If one has to till the Ig
he has to do it through spading only. In thilage Namapara
almost every household have their agricultural land and a porti
that land falls under Bher. In earlier times the young boys and
took permission from the owner of the land to cultivate in th
lands. The owners always perntiein to cultivate it without askin
for any returns. The young group cultivates the land and used g
portion of the produce for consumption and remaining portio
stored in a common granary. This is called the Bharal System.
of the time Bharals also used for providing credit to the nee

Monetization status is High.

Kalpani

Kalpani is situated 15 KM East to Agia Market Center. 7
inhabitant of the village belongs to Rava Community. There ar
household within the village. Kalpani. It waa saying that th
village Kalapani was surrounded by rivers from all sides an
somebody wants to visit the village one has to cross the rive
boat or other such medium. The village was like a river island
the name was actually derived from tlcahcept. But afterwards g
the river changed its direction the village no more remaineq
island. The community celebrates Thakur and Thakurani Pu
community as a whole and for this purpose they collect donatig
cash or kinds. Apart from this atdividual household level othg
pujas that the Hindu communities perform are also celebrated i
village. The participants said that the people are mainly engag
agriculture, Agricultural Labour, Daily wage and Govt. servig
The women folk are erged in Traditional weaving. They colle
yarn from the cloth merchant from Krishnai and weave it accor

t o t he mer chant 6s needs. Th
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Gamocha, Bihuwan and other Boro and Rava traditional cloths.
piece of Garo Attire {ithe quality is good) which requires 7 dal
for completion fetches them a maximum of 400 rupees. Apart

these they also rear cattle, Pigs and other livestock. Some

activities are road construction work and semi skilled labor w
Some of the hasehold collects stones that are deposited for

construction, breaks those to small pieces and sell it in the vi
and other nearby areas. They are also engaged in seasong
businesses like, selling of betelnut, selling of fruits and othersit
and Supari Processing etc. Some youths are now a day travel
Nangal in Meghalaya State to work in the coal field and also t

Coal supply business. Monetization status is Medium.

Nalbari

Dimilapara

Dimilipar Village is situated near the Tamulpdiown. In this
locality all caste of people like the Sarania, Koch, Rava, B
General Caste, Scheduled Caste etc been residing for a long
Even some Muslims are also there in the nearby areas. |
locality all Hindu religious pujas are celebratbdt not in much
fanfare, they celebrate primarily Bihu, Janmastami, Sankar U
Madheb Dev Janma Tithi, and Doul etc., they perform a Puja o
13th of Bohag in a big way including Jynagya comprising the e
82 household from the village collectirgfixed amount from eac
household. The participants said that the people from
community are engaged in agricultural activities, govt. servi
wage labour, massion, rickshaw pulling, Cart pulling etc.

women folk are mostly involved in livestoadlaring, agricultural
work, weaving etc. The income that the women folk earn goe
savings in the societies and other means, apart from helping

household expenses. Interesting fact is that most of the youths
day are leaving for other stat@ssearch of job. Some are towar|
western states and some towards nearby states. They use t
money from their working places to their families and the far
member here has to open their bank account to use the mone
to them. Most of these ydut have not passed the tenth standar

school dropout.

Kaloiapur

Kaloiapur Village is situated 8 to 10 KM North of Tamulpur Tov
The village is inhabited by Rajbongshi Community. On
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periphery of the village some Adivasi Families are there. A
numbers of Bihari Families also resides in the village. Main act
of the village people is Agriculture. Rabi Crops production is

good in the village. The women folk are engaged in weay
livestock raring and wage labour at the time of agricaltgseason
They also work on contract basis in the agricultural fields in gr
During the rainy season people found it very difficult to reach
village. Monetization status medium.

Ratanpur
Tihu

Ratanpur is a big village with a number of hamldt is situated &
KM east of Tihu Town. We have covered two hamlets,

inhabited by Bodo Community and the other by Assam
Agriculture is the main activity people pursue. Govt. and Compa
Corporation servicemen are also there. People celebiaigpalof

Pujas the Hindu Community performs. Monetization status is Hi

Barpeta

Nahati

Nahati Village is situated 2 KM north to Bhavanipur To
inhabited by Assamese Community. People pursue Agricultu
main income generating activities. Gogervice holders are als
there. Here the trading or business orientation is very strong. P
are foll ower of AEk Char an
plays a decisive role in SoeReligious and Economic matter. Da
Yatra, Janmastami, Sankar Dev Jatsaw, Bihu are the mai

festivals people celebrate with gaiety. Highly Monetized Village.

Sundaridia

Sundaridia village is situated 5 KM to the east of Barpeta Tow
is a seat of Satra Culture, propagated by Sankar & Madhav
The village was forme&vi t h Four fAHati so,
Assamese Community from different caste. People are m
involved in Govt. services and Businesses. The Hira Comm
dealt with Traditionally Manufactured Earthen Materials. The S
is Situated in the Ceer of the Village. Every one are involved wi
Satra Activities. Highly Monetized Village.

Bohori

Bohori Village in situated in the Southern Corner of Barpeta T
on the Bank of River Brahmaputra. The village is inhabited
Assamese community surmoded by emigrant people from religio
minority community. The area is facing severe problem of Ero
by River Brahmaputra. People are pursuing Agriculture as

main activity. Trading and other small Businesses are
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enhancing the income level tfe household. People celebrate

the Hindu religious pujas. Highly Monetized Village.

Annexure-Il
Household Survey Questionnaire for the study titled,
AAN Exploratory Study on Traditional Financial Institutions of Lower
Assano |,
Conducted by Qdre for Microfinance Research (CMR), 1IBM, Guwahati

District Code: I:I:I Village Code: |:|:| Wealth Code: |:|:|

(02-Poor, 02Not so poor, 03Rich)

Name of Village: Name of Village Head:

Total Household in the Village:

Bank Office:

District:

Distance from nearest town/Highway: Distance from nearest bank Branch:

At the Household Level
1. Name of Head of the Family:

2. Land Holding: Homestead Land Agricultural Land
(In Bighas)

3. Total Number of Family Members:

4. No: of dependents:

5. Earning Members in the family (Morith):

Occupation / Male Female | High Amount | Low Amount
Type of IGA Month month

6. Regquirements during the year:

,\SI(L' Type of requirements Remarks ( on further details)
1 Consumption requirements

126



2 Education Requirement

Production includingigricultural

3 .

requirements
4 Health requirements
5 Emergencyequirements

7. Fulfilment of Requirements (Details):

Nos | Type of Approximate
Option Source Product Frequency | Amount SLagt- Tr;e]r Amggn(;cate)(As Remarks*
date
Savings
Insurance
Others
*1. Reasons for commtration or diversification 2. Purpose (Details about type of roduct)
Date of No of
Option | Source Loan loan Term Repayment | Installment | Type of ROI | Instalim Payme*nt
Amount | procureme Frequency amount Product ent paid Type
nt
Credit

Type of Credit Product (Q¥orking Capital, 0ZTerm Loan)
* type of payment (0l-interest only,0zprincipal + interest,08ump-sum payment,Gdhtermittent
lump-sum payment)

8. Did you avail other types of sources ofavings or credit which is not mentioned

earli

er:

Yes
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If Yes,

A.
Nos | Type of Approximate
. Product Start- Amount *
Option Source Frequency | Amount up Term (As on date) Remarks
date
Savings
Insurance
Others
Type of Savings Product (E8avings A/C, 0Zurrent A/C, 03Fixed Deposit, 0Recurring
Deposit)
Type of Credit Product (GWorking Capital, 02ZTerm Loan)
. Loan Date of loan Repayment | Installment | Type of No of Payment
Option | Source Term ROI | Installment .
Amount | procurement Frequency amount Product paid Type
Credit

* type of payment (01-interest only,0zprincipal + interest,03ump-sum payment,0dntermittent
lump-sum payment)

B. What are the reasons forstopping the product?

9. Major Crises the family faced till date:

Year

Nature of Crises

Frequency

How mitigated

Financial
Amount
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10. If Kind:

Type

Purpose

Frequency of
Procurement

Approximate
Value

Any Observation by the Interviewer:

Date:
Place:

Name of Interviewer:

Signature:
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Annexure-ll|

Institution Survey Questionnaire for the study titled,
fIAn Exploratory Study on Traditional Financial Institutions of Lower

Assamo,

Conducted by Centre for Microfinance Research (CMR), [IBM, Guwahati

Code:
Name of the village: Circle:
Distance from nearest town/Highway:

Likely date of first ASCA formation in the village:

District:

Distance from nearest bank Branch:

1. Name of the Traditional Institution / Samabai (ASCA):

8.

9.

1

1

Composition  A. Male Nos.

B. Female Nos.

Date of Establishment:
Current Term (In Months) :
Time Completed this term (in Month) :

Current Contribution Frequency :

Nos. of members (Previous)A. Male Nos.

Nos. of New members addedA. Male Nos

Shares added to Same Households

0. Nos. of Dropouts

A. Current Term: i. Deaths
Remarks:

B. Previous Term i. Deaths
Remarks:

1. Previous Contribution frequency :
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Amount per Member :

B. Female Nos.

B. Femag Nos.

ii  Others

ii. Others

Amount per Member :




12. Product Type:

Product Type Term 12 Months Term 12- 60 Term > 60 Term Open
months Months
Recurring Deposit
Fixed Deposit
13. Loan Product details
Particulars Product 1 Product 2 Product 3 Product 4

Max/Min. Loan Amount

Max/Min. Loan Term (In
Month)

Frequency of repayment

Rate of interest

Upfront if Any

Other Charges

Flat or Reducing

Mode of Repayment*

Cumulative disbursement
amount

Cumulative members
availing loan

Loan outstanding

Members presntly having
loan

Repayment Rate

Mode of Repayment * OL Only Interest has to pay, @2nterest and Principal Instalment, 03

Lump Sum At a Time, 0# Intermittent lumpsum payment
14. Low Cash period with group: Average Amount :
15. High Cash Surplus period: Average Amount :
16. Financial Information :
FINANCIALS
LIABILITIES ASSETs
Contribution . . Cash Recurring Fixed
Term from E::i:geg TOTAL I(_)cilatlgtan din Sgﬁz N 1in Deposit in Deposit TOTAL
members 9 g Bank P.O/bank in Bank
Current
Term
Previous
Term
Term Prior
to Previous
17. Remarks :
Date: Name of Investigator:
Place: Signature:
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Annexure-IV
Special Institution Survey Questionnaire for the study titled,
fIAn Exploratory Study on Traditional Financial Institutions of Lower
Assano ,
Conducted by Centre for Microfinance Research (CMR), [IBM, Guwahati

Code:
Name of Village: Circle: District:
Distance from nearest town/Highway  Distance from nearest bak Branch:

1. Name of the Institution:
2. Name of The President / Secretary
3. Address for Communication

P.O. (With Pin Code)

P.S.

Contact Person

Contact No.

4. Date of Establishment

5. Background of the Institution:

_— . 5
6. Does the Institution Registered? Yes No

7. |If Yes, Registered Under: (Mention Date & Year)
i) Society Registration Act, 1860
i) Trust
iii) Any other, Specify

8. Main Objective of the Institution in Brief :

9. Geographical Area of Coverage Within Village 2 or more villages

10. Membership:
A. Who are eligible dr membership in the Institution?
a. All Household of the village
Household belonging to same Khel
Household Belonging to same Khel from the nearby villages also
Only the user group households from the village
The user group households from nearby villaajse
Any other

~®o ooy
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B. Total members enrolled:

Male nos.

Female nos.

11. What are the Primary functions of the Institution:

i)

ii)

(In Brief)

Social:

Economic:

Others

12. Financial Information :
How the Institution manages its financial needs:

A.

Sl
No.

Source of
Fund
(Name the
Source)

Amount

Frequency

Voluntary Compulsory

Remarks

Source 1

Source 2

Source 3

Source 4

QR IWIN(F

Source 5

How the Institution utilizes its Fund?

Sl.

No.

Utilization
Head

Amount

Frequency

Remarks
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13. What are the services the institution provides to its members?

A. Resolving Conflict? Yes No
B. Addressing Crises? Yes No
C. Providing Financial Services? Yes No
A. If Yes,
Conflict Level Type o Conlict Remarks

Within Household

With Neighbour

Group (ASCA)
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B. If Yes,

Crises Level

Types

Remarks

Within Household

Community

C. If Yes, Detail on Savings Products:

Type of
Product
(Account)

Instalment
Amount in
range

Term
(Range)

Total
Deposit

Nos. of
Members
availing the
service

Interest
Rate

Remarks

SB Account

Recurring
Alc

Term
Deposit Alc

Others
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Detail on Credit P

roduct:

Product | Purpose | Amount Term | Frequency of| Rate of | Up Other Reduc | Cumul | Loan Members Re
Type (Mini - (Min - | repayment Interest | front | Charges | ing/ ative Outstanding as| Presently payment
Maxi) Maxi) if Flat membe | on Dae Having Rate
Any rs Loan
availin
g loan
Consum
ption
Producti
on

14. What are the criteria of availing credit by the members of the Institution?

Criteria Participants Comment Remarks
Members can Avail Loan any time Y N
Can apply for loan after clearing past Y N
due
Some members have to produce a Y N
guarantor
There is a ceiling for procuremeloan Y N
amount for some of the members
Committee has full right to deduct the| Y N
size of the loan amount asked for
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15. Financial Status of the Institution:

Particulars

As on Survey
Date

As on 3f'
Mar c h

0

As on 3f'
Mar c h

Liabilities

Total Contribution

Retained Earning

Unsecured Loan

Assets

Fixed Assets (Pleast
mention the type anc
when purchased)

Outstanding

Cash in Bank

Fixed Deposit in
Bank

Cash in Hand

PO Deposit

Others

16. Interviewer observation

Date:

Place:

Name of the Investigator

Signature:
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Annexure V

Seasonality Pattern of Different Community from the Six Studied Districts

Seasonality Pattern of Rajbangsi & Bengali Community from Gaikhava
Village 1
Dhubri District
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Seasonality Pattern of Assamese Kumar Community of Sundaridia Barpeta
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Seasonality Pattern of Rava Community of Namapara, Agia Goalpara

District
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Seasonality Pattern of Rajbangsi Community of TamulpuArea 1 Nalbari

District
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Seasonality Pattern of Bodo Community from Kalugaon Kokrajhar District
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Appendix-I

MONTHLY CHART OF ACCOUNTS OF ATYPICAL XONCHOI
Month:

Name of | Monthly Loan Loan Loan Remarks
Member Savings Principal Interest Disbursed
Installments | Repayment | Repayment

TOTAL

Balance the Cash in hand with the Amount Arrived at Calculation done after
Each Monthly Transaction
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Appendix Il
Case$ udy of a nXencloiMammgei onal 0

Krishna Talukdabelongsto the Koch community. He first started his fixsinchoi
xamiti21 years ago with a handful of trusted members of his own community.
Krishna was chosen as secretary, and xbechoiran for 12 months<onchoj
requiring a contribution of Rs. 5 per member. In the early years, some poor
members had trouble paying the fixed contribution amount during the lean months.
The xonchoiconverted the defaulted savings amount into a loan during the lean
income period. Initialf, Krishna maintained the books without any compensation.
Over time, he began receiving Rs. 20 a month for his services.

Kr i s hxorehis broke during the surplus
month of March, and started again the next day,
! lusually with the same members and some
additional ones. After a successful first year, the
. [term expanded to two years and the contribution

- |value rose to Rs.20. The successful running of
this group for so many years has increased the
membership to 34 and the monthly contribution
is now Rs.100. Mabers can also contribute a
e ——————top-up of an additional Rs.100 to increase the
of his house built from xonchoi contributions. corpus fund. In two decades of Operations, the
xonchoimembers have had few problems. The
key to the success of thesenchoishas been Mr. Talukdar.

Talukdar not only maintains ¢hbooks but also selects the members and loan sizes.
The members recognize his skill in this regard and pay Rs.740 per annum for his
services. This year the group decided to break a little earlier than usual (in January).
Many members wanted their lump ssimarlier to sow a new high yielding variety

of paddy rice imported from Bangladesh. The total contribution amount from
members over 20 months was Rs.85,100 (US$1,669), and the interest earned came
to Rs. 78,775 (US$1,545).

Talukdar has gained the corditce of group members and earned a name in the
village. He has built a pucca (permanent) house out of the proceeds from the group
(see picture). To add to his income stream, he runs a small tea stall. He has no other
sources of income. It is therefore w# for him to ensure the proper functioning of

the groups which have met his financial needs over the years and will continue to
do so.
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Appendix-II |

Popularity of Xonchois in the Savings Market- Using the Marketing Framework to illustrate it

The 8 Ps of marketing are used as guide to understand the popularity of the savings product by clients. This would belbsighinhg a
new product or making changes to the existing ones. The 8Ps are:

T h e i P Product Features Details of the Feature wich makes it attractivg Features in theXonchois

to the rural households
Product e Opening Amount | The Opening Amount should be an amount w The Xonchois normally have a very sma
(design) can be easily saved by the clients and shoul| contribution amount (around Rs 10pker month

become a deterrent to them.

which makes it possible for any member tc
associated with it.

Minimum
balances

The seasonality of the income of the r
households means that sometimes the housg
may actually dr&v more leading to a negat
balance

The Xonchoishave a mechanism of allowing
members to draw down from théonchoifor g
limited period during the low income phase of
households. This recognises and capture:
seasonality of flows of the hoeisolds.

Flexible amounts

The seasonality of income also means
households find it easier if there is some flexih
in the amounts to be saved.

Xonchoisallow the households to take share
multiple of the base rate. This helps them to
the contribution amount as per their ne
Xonchoisalso allow a ong¢ime higher contributic
amount for mopping up the surplus during hat
times and follow it up with lesser amounts du
the rest of its period.

Term

The households want botth@t term and lon
term savings product. Short term products

more for meeting short term needs and long

Xonchoisusually offershort term amounts whi
break after a period. These funds offer high re
Longer term funds are generally not offereg
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T h e i P Product Features Details of the Feature wich makes it attractivg Features in theXonchois
to the rural households
are for more larger amounts to meet life ¢ Xonchois,although we find that som&onchoi
goals like building of house or marriage|have linked with banks or post offices to offe
children especially daughters longer term product. These howewdfer a lowe
return.

Returns The households want a high return on {Xonchoisoffer high rate of return to its memb
investment. They would however like to trade | around 3660% annually. However, for longer te
returns for high security especially for longer t| funds the rate of returns are much lower , arou
products. 10% annually.

Price Account opening Fees for joining the financial service provider. | Xonchoiscan be started by anyone and there
fee can be a great deterrent for the housel membership fees associated with them. Ther
especially the poor. also no startup costs like training, buying
accounts books etc. This low stap costs makes
very attractive to its members.

Indirect cost of Households want that services should be g Xonchoisare located irsitu and the members ¢

acces to the| accessible and at minimum costs. access the services with minimum travel. No ¢

service (e.g., trave documentationcosts are required for joining
costs,  arrangin( Xonchoi.

documents etc)

Encashment/early| Due to seasonality of incomes, households pr¢ Xonchoisoffer both savings and loan facility wh

withdrawal savings product which has a flexible contributhe member can avail as per their needs. It

schedule. They also prefer savings with
facility to help them tide overheir needs |
different periods.

offers a special loan facility for payment of
contribution amount which is for a short time. 1
needs to be pdiback within a couple of moni
unlike the other type of loans which can be re
over much longer periods.
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T h e i P Product Features Details of the Feature wich makes it attractivg Features in theXonchois
to the rural households
Place e Distance Location of the service provider is of param¢Xonchoisare located irsitu and hence the memb
importance. The households prefer that itdo not need to travel long distances. This mak
located nearer home. It not ontlecreases coyery convenient for the members.
but also reduces the time. Apart from the
factor mentioned above, distance is impo
because of larger time required due to poor 1
of communication. Door step delivery
therefore significantly enhance response
financial poducts.
e How convenient ig Not only households prefer that the provideXonchoishave simple norms which are familiat
it (opening hours| located narer, it should be also convenientjall. This familiarity makes it closer to people e
location)? them to conduct business. at the perceptual space.
e Delivery channe| Households prefer a delivery channel whiclXonchoisprovide all the features as stated.
(e.g., branch| familiar, easy and at the doorstep.
SHG, agent, ATM,
mobile plone etc.)
Process e Streamlined/simpl| Household prefer a simple process of se[The norms of savings and credit services

e processes
Fast service

delivery. They alsorequire that it be fas
transparent and efficient.

Xonchois are familiar to the households. It
simple, clear and therefore transparent. The pr
is designed for the convenience of its members
hencekept at a level where everyone can partic
in it effectively.

Requirement  of

documents

Refer to Price.

Refer to Price.
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The nP

Product Features

Details of the Feature wlich makes it attractive
to the rural households

Features in theXonchois

Promotion

Word of mouth
Verbal Sales

This has a huge impact in acceptance or-
acceptance of a product in the rural arédsst o
the rural poor have perceptions (not experie
about the formal and serformal institutions
These perceptions tend to be misleading
information is often incomplete. They tend
therefore distrust th
do not fave much of a control. Some of t

experiences with some dubious NBFCs linclusive

strengthened their distrust further.

Xonchois are institutions of the people, by

people and for the people. The regularity of use
their good experiences have fuathled to it
promotion. The regular benefits extended tg
members have led to its huge popularity.

promotion through the word of mouth has ever
male members to join and use them extensi
Thanks to its popularity; it has become the 1|
financial institution for the rul
households in parts of Lower Assam.

Physical
Evidence
and People

Staff
Friendliness
Customer
orientation

servicy

Financial services are products which canng

touched or felt. It therefore becomes impeit does not suffer from the trappings of an out

that the people associated with them provi

sense of comfort to the clients on the durabilitmanagement of th&onchoisare often undertak

the product. They mus
make them feel at ease and convey a percept
being transparent and trustworthy.

Xonchoisare menber owned institutions and he
agency with staff to run operations. Even thoug

by managers, these are people from the villags
very familiar to hem. Thus, in these institutions,
members find the environment extremely frief
and conducive.

Positioning

Security
Convenience
Round the clock
availability

The household require solutions to their prob
not products. Any products must integrate se
requirements in the right combination with
another for the product to be accepted.

Xonchois is positioned to provide the varic
features integratd as one product.

Flexibility
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The

Product Features

Details of the Feature wlich makes it attractive

to the rural households

Features in theXonchois

e Low cost
e Added benefits
(e.g., insurance

money transfers
access to credit)

Note: Adapted from the Market Toolkit dficrosavelndia.
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Distribution of Special Institutions in the study region

Appendix-IV

Sl. No District Name Date of Establishment | Geographical Coverage Membership
. Barpeta 2 No. Naati Kuchi 01-01-1991 Within Village House H}‘z'r?e‘;mm Sam
Barpeta Golia Ayotee Fund 01-01-1960 Within Village All house Hold from
2 the Hamlet
Golia kirtanghar T All house Hold from
3 Barpeta Committee 01-01-1960 Within Village the Hamlet
. Barpeta 1 No Nahati Kuchi 16-01-1986 Within Village House H}‘z'r?efrom Sam
5 Barpeta 12 Ghariya Kuchi 01-01-1975 Within Village House H:()Ir(]jefrom Sam
Sapta Naba Nayan T All house Hold from
6 Goalpara Bharal Committee 05-02-1988 Within Village the Hamlet
Chakabaha Gramdan T All house Hold from
" Kamrup Mahila Samity 01-01-1979 Within Village the Hamlet
Chakabaha Ghosha e All house Hold from
3 Kamrup Naam 01-01-1979 Within Village the Hamlet
Chakabaha Gramdani e All house Hold from
9 Kamrup Raiz Samity 01-01-1970 Within Village the Hamlet
Kokrajhar Mahila Samitee 01-01-1982 Within Village Al Hous_,e Hold from
11 Village
Nalbari Bhakatpara Pasimsubz 01-01-1975 Within Village House Hold from Samj{
12 Ayoti Khel
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House Hold from Samé

13 Nalbari Haloi Ayoti Committee 01-01-1980 Within Vill age Khel
. Silaray Unnayan e House Hold from Samg¢
14 Nalbari Committee 01-01-1975 Within Village Khel
15 Nalbari Haloi Unnayan samity 01-01-1975 Within Village House Hglk:jell‘rom Sam
. Raitkuchi Gao Unnaya e All house Hold from
16 Nalbari Sanity 01-01-1990 Within Village the Hamlet
Nalbari Kollap_ur Sivmandir 04-04-2006 Within Village All house Hold from
17 committee the Hamlet
Kaliapur Don User Group House
Nalbari(Bodo) bt g 24-06-2009 Within Village Hold from Same
Committee .
18 Village
2no Jamuguri User Group House
Nalbari Kadamgarh Dong 01-01-1992 2 or More Village Hold from Different
19 Committee Village
. Koliapur Gopal Mandir T House Hold from Samj{
20 Nalbari Committee 01-01-1980 Within Village Khel
. Bhakatpara Pachimsul T House Hold from Samj{
21 Nalbari Chat 01-01-1972 Within Village Khel

Source: Primary Survey, GBIR, 2010
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