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THE CREDIT DYNAMICS OF THE COASTAL POPULATION
IN KANYAKUMAR! DISTRICT
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ABSTRACT

Finanes lstha ifa-tigod of any argamzakan. Limorhwalely 2l (he BUEAESS CON0EMS irrespactivg cl s 3i0d fave
| e funds 1o cary oul their day fo-day sotvilies, S evarny saclor equiras sullician: cradi lorike tavampmars ang it
ol ds orpanizations. Tha ciaditcan be avaled Daf foin el a0 ifpma! solrces. Ustaly the formal greoh does naraair
io the jural popuwings due fo inadaguale colataral sacunty’ Fishermen LGEe (moome & seasonal and dreguiar cannal
approach banis for foans and asvances axcipi oy pledping of thei: wieds. Since the accass fa fantal craglis Seitsd o it
fisharmon, thay 8asily boroi lpans @nd sdvances itom Iha feharman 'Sangams {Croasnizatony; fish fradeis, commEssion
A70nis LM monay lenders.. Tha Grioome (& IRed Roeme & Vary magapardue 1o osderovive, urdervahl #0 TSN
chargad o the exarbitant interes! ralos. Soafarol pears af planmad esonzrny, the bndian Asherrmhan rema &l the o g
al iha secial laddar Results from 376 samplss indicale mad irespeshive af [ha crafis they oWk, Gn avierage sampe
PEELINEARTS Booamic pOSTOn 15 low and Ihey hive i Lilar paverly with @ hand' fe mouth stugtion, The AEhermen wid
barrow ipans and agvances opl for IS siow pavsan, wreh has @ stanglehoid on therm inoughcat I iwas, This sapi
| IVESGIES & PUATEE! of MCOTNTENGanTng for pONEY IHENanlions 50 43 fo rodress is probiam ang fo uplill Ing eoanomc |
conditio of the fshas flk who contioute 1, 10 parcem o the Gross Domestic Producl (GOF) o e s s soongmy.

INTRGEUCTICN

Paucity of funds, Enanchl cranch, somcy of tesiuiees nd capital moopmg dre the kep issues-w i
diseuseed and deliberziod nmong all the BGoas of corporate, reademic circles and in the mudse ot policy’ mukers
Withour preper allocation ol furds, ae endevous e e anened shead, Finumce beeomes the life-hlood of any
orparization. Everyone in the helm of @ffidrs s koo inreeest in risiog and managing funs S Ok grown
and developmentof anporganisation. Unformnately lmittion of funds i conecm foat every industry beir, feom
maltmatonal, nubonal or domestic secose, In order to mee this challenee évery firm 4 forced o hornme Fnom
external agencies, which provide crecit services. | Tredit is the poime inppu by starzany activity i the modern oebir,
Becominge aware of this dynamics; thy hasrowers soe walling i 'wale exra mtiles” for the preswch of thor
aeganizanon and secept the ke and conditinns which ace imposed by the credivsuppormers, Fishing industry is
norexempted trom this seate of afliis

Theincome of the Tekermen i shwars meaer and flucreang, Most of the tines, thelr expenies extcedl

their imcomie and dhep are wnable to meer even the basic reguirgments. D v ety deficit thie fshermicn sne Dol
dlile tomeet thedr i capital expendime lie parchis; af honts, lunches, nets s engines, 0] runodng copefisel llee
sepalt of hoats/ el oo and enging, lee, fuel and ‘wii’ ond i) comsumption expendinire like food,
education, medicing and housing{Rarmakar.ce al: 2009}, Their ¢omlinon 18 wery bad particulaely ar the ban penod
when they have no income w meet their needs. Moowithstanding the meager amount of TIOCD affered by (e
POVETIIERT 58 subrsidy, they live in abject poverm: I is self-evident that fishermen lead a hand 1o evouds bife Any
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Eeabidrman with a smntl amsisnof Bxodeipieal cannot buy s mechamzed hoat. 11 is practically bevoned the capaeity
ik any fFemerman fo et |-5,|_|!|1,.;: girinenss wthoui sulficlent '_-;I.II_IITrH.'I‘ from differant ctecie soiirgecs {h'h-.'.rmn anc
PBoee: 20081, This eredic has been one of the most crucial inpurs In the enhre fishened develspment DIDETanumc
2 fiah Fartnets are penetully economically weak and fack adeguate savings Pandey and Ritw Dewan: 2008},
Firever, the lanks da not eazer to these imeteasing credit nr:ﬂ:i::uus-: the fisherfalk do not lave any gollatesal
seetirify. A4 a resule they tand in the debt tzap of the iafarmal cradit system compoging of mongy lenders,
ficanciers, chit fands, Sorrowing from fremdy and relamves (Karmakarer at: 2009, They are forced m enter into a
wheel of bafrowing to satisfy their praducion and consumptioh purposes, Thiz scenano is detected and
supported by varous  eosesrchers Llee  Pnpawaied] 989, Senthitsthiban and Scbeazaj: 1900, A=l U0,
Ramachandrane 591, Selvarap: 1991, Bigovl: 2005, Crupea atid Pandit: 2007, Pazhant and [3abella; 2009, They sinte
thnt BEnerite, oo netal faee cash delicr anad most Bt them ,;II,:P.C;Lfll upon credit borh from formal and irifrit il
asirees The shsence of colluteral secaricy leaci the feherfiali 1o get loans and advanees from informal eredit
pnupges 31 exorhinptinté el med

STATEMENT OF THE PROBLEM

Credie plavs o pivotal eole in the economic deselopment of any developed and developing countey. To
stremptieen the ceenomy of 4 nagion, many eredit apencied ke International Monctary Fund (TME), Werld Trade
Clranifalicm ARTON and Azmn Develonment Pank {ADR come farsrard to Feance the needy and assist them in
pocurement of borh fixed sl cureens assers,  Tishing industry 38 noc esempred From this, Beirg capital-
ineenstve B outure, the hishing modestry niguases hizavy outlay for purchasiag of boats, ners, mechanizagon, and
s necessnnes Since the nazare of their business s seasomal arwd not regralar, the fisherfoll: need credir to help
them in their business and above ali for their hasic survival, Since the government daes nor allocate suffcent
funds to this ndasmey the fishermen are farced to hareow Inans from the credit agencics espectally from the money
lendems-cuti- eadin af exachitant ioterest fates, The hocrowsng pracedure 3= simple and gonvenizat for the
Hlisernic Neherman, bur the consequence s dieasrons . whesgin their Income 1§ Jow due 1o llﬂrJﬂE“l"’-‘i:'g.
wniclerwiight, hingh interes eate and commibssiun changes: Ae this juocase, the fallowing questions arise: What are
e spcin-conmomic conditnne of the shermen® Whydn they goin firt borrowing? What are the mocdes inwhich
shi. hosrrowings take place? Which 18 the more explairtve e Why is there o credit gap hetween farmial and
informal crediss Considerng thess questions the reseatcher haw focused the Stady on " hhe Loredtt Dhpsseeniir ol B
arpend Penadaitiver g Ianviemari Tistnes -

OBJECTIVES OF THESTUDY

The mhain sliectve of the study is toassess the eredic dynamics of fishermen in the enastal villages of
keaniakaiiee Dhistren bn prticaiar,

| Thstuthy the Enanceal viability of the Fskermen househnlds in the sample villages.
4 To analvre the eredit reauieements and sources of ereditavailable o the sample respondents

3. “Tis cliscuss the credit gap smeng the simple respondents and nffer suttable speestions m exdicaze the
s

HYPOTHESIS
Wisad an the ableetives of the sady, the following hypatheses are framed and tested;

L. There 14 ni signtfican: difference beracen MES aed NMES in rerms of gross income, production

cxpendi e, and natTneome
3 There s no mgoificant relatioriship berazen formal credicand mformal credit

PROFILE OF THE STURY AREA

Kamakumar Phstar, the soushernmos: ip of Indian Perinsala, i divided tnm four mhuks aamels
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Table T indicuces that foom the grrs nearme, 215 per cent in MES, f4.48 petcentin NMFS and 77.24
w64 cent b MBO s apent Tor priduction purposes, It s aralyred that major portion of their gross ingome goes for
productan expenses At 1o Rk in fuel rateseven i chey seeeive wubsidies from the Goyernment of Tomilnadu
Hence It iy evident that fhe samp.c eespondents’ nel ncome s lese and insufficient to mect e eosumpion
cpenses, Chil-seping wis tsed to 1ol tre relationshin berween MES and NMES in terms of grosk INCon,
peatucshon expenditure mnd Het fEome S lsaith the Ashetrnen have same typs of crofls.

G @ Vel

HO:  There I8 no significant difference between MFS and NWMES In terms of gross income,
produdtion expenditnre, ind net inenme,

rI Calecinted chi-=oquirs wiilie (). HaHD |
[ Tlsbee wabue 3 |
| Level of .'-'.I_f:l'l:'l-l-:.::lllli.': 3 pit cent |
| Degree of [recdom | | |

Since e caleelnted value af 5 is Jess thun the tabie valee te hypothosisis accepred, Henee there s nn
sramilicant Hiferones between KITFS anid SINIFA i serms of gross MEome, PO Ut gxpenditune, arel nes

AT,

SOLVENCY

Solvercy perieratly refers to the capacity of ulitliry af the buginess to meer s short-rerm anel long-term
shlipationy, TF & eompny 35 in 4 position to pay [N long-term linhilities edsiiy, it is sald o nossess long term
spilveney; IF acompany's farnncial SHIETHI R ATRIE T curcent liabilities, 5 ia popateled ak khisrt-term snlvency |

Steven and Jabzr 11 UEE)

TARBLE 2
EINANCIAL STATUS OF SAMPLE FISHERMEDN

‘ ! 7
51 Mt | Putnculiars | Categary

s | _ [Teows [ wMES | NMBO [ &L

I I ] Toeal Soters | R 50000 | ERVIREE 5 4500000 |_ 420,000

|| 4 : Teral Tabihies : S I 700 | 2357 3(K) | 18725 ||

= | |

| F | Ne Worlh (i-2p | 336400 153300 | 2242700 | 33493

= =

| 4 | Sehenermatoq@/l) | 6042 | Busd | sos6 | 9227 |

Sonroe: Suryer dald

ffiahle 3 peveals dhat lwer the mto 4f toml aliities to tomml asscis The seovarcy positien 14 MOst
datisfaceary, The M5 have lsestes sulveticy mtin {642 percent) compated to NMTS (8084 per cent), It 15
dnabraed thal the MBS are nole ta repa¥ e jnan, whenever produce is given in the ‘rangaers’ andl thaar Labilities a:=
roidinced mon reates extenl, Toe boat et sstiveney matio (50,10 per centy 1 gond, due to fisking and o Ashing
ket The solvency ratin af €L 92,27 per centand they kg i it povecty; Since thie financi aeates i very A

#m“



COMIERCE AND MANAGEMENT ExpLoReR - [HRVALE HICH-STTTAVH(TE SRR ¢ S

and they pot income of o band o mauth sinaapon, 5o the tollowing rable cépices thi: evononiie concinos of
fishcrmen in the studs-aren.

TABLE 3
CATEGORY -WISE CREDIT REQUIREMENTS PER ANNUM

{ Aariceueend i T

Parncwlars
M- T ;
MFES NMFS [ MBO [ CL
| Producoon BExpenditure 23020 236000 LRG0
. Codsumpaon Expenditure 15EHI0 152K 230000 LI
: “Tom] Expenses (A) SREEOD | SRELUD 2117000 UK
£ | Toral Income (B) EETTR Y T6HI0 HAT000- | TR000
: Cish deficit, surplus B o (B - - 1RO A 200 T 15000

SBource: Survey dam

Tahle 3 i.l.;:'.{l]:,'-r.an;F-l.'l.ins the crale-wise bredit requrementd ol wll the catepories of F:I'I.'||'.-|lr.' :hp-'-r-d.-:' nitd. 1t
15 a-clear proot fhar the coonomic condinons of the sample respondents are very peaor, puracalaly thoge of the
tradditiconal Ashermen: They Face cash defich constaniy (INFh: T 18000, NMES:F 22000, and CLa T 19000,/ arid
MBO caregory of =ampie respondents show surplus 1o the wne o £ 3000007 - doe o the wse of advanced
technolopy, It is inferced that 1o meet the emerpency neccls avdl the lean season i:nnf.um_m:.un EE.P:.'-.-.‘:II.UIL, thi
fishermen bosrew maney from virows credic sources both formal nné mformal,

FISHERMEN'S BORROWING

When 15 TEGUINEETER of fundy arg prester raan the income earned, the deligis &8 mer I|'|rLll..El,.
borrowing The ba I'rl.:ﬂ.'m.j.i alithoy-of the person is medsared by the crediton’ in terins afl theireepaymen capachy
und thie digposal of their Ash catch The anisunt ean be aval |r.rl' Qtml b Typek of sousces nasnely flarmal I.ylﬂ e
ind informal apesoes. Pormal apendies sre those that grant logins againse sceuritice Gr gus ntoes while rl'.. et

nifer loans based on patdwdl and Biendship: The fullowing table poesants the source-wise borrowing by the
:.._I|1*:||1: CEipon dents

TARLLE 4
SOURCE- WISE AND CATEGORY- WISE BORROWING
{Amount in T

S.o. | Pauroculars MES g .S £ MUY i 1

| |

—¥ Commercial Panls= LRI Bl S50030 -l.:--:ﬁﬁ_.
| (1375 | (1238 217 (11,24 i

2 Fish Trnders/ Monsy lenders | 1785010 1054000 -

(26,27 (35.55) |

-I,i__ .E'-i-.|'.||_'|:|1.1.'.'.!:| ':i-il.l'tll,;u.rn 2600 | [
(7.13) ' .

RN - NS |

ﬁ




s ® et w0 sk

| 3 | Friendsand relatives | A0I0 130400 | 300,000 L 233000
| (0563 (48.62) (15 813 | [58.19)
| f \ Prawn brokers | 2500 A0 J | T
i_ | | i L | (i 475 | (3.00)
| - il -

| Oahier sources | 55300 I Gih6dil | 9330 | 35-:41{-q—|
| | faGOhs aid SHG) | 9. 30) (835 @y | By |
1 | 4
| | Total | 597100 GTOE 1597300 | 400400
| | | {100.00 £ 100,00% {100.00) | (100.00)

Ronrce; Swiery dufd

Pipuren i patentheses indieate prercensgs

Tuhle 4 ncieates that e pespondens b erterae maore Trony the informal soucces (MFS: B6.27 per cent, NAMES:
AT 6, MEC): 72,28 and C1. : 88,76 pereent, han Toraval sources (MES: 1373 per cent, MMFS: 1236, MBO: 1372
el L s 11,24 pee cent), Inforesal giencien ait preferred Jise 1o thiir cavy accessibility, scounty rclaxation ard
wilifmited loam amnoant whieregs the formn) ngencizs tike 1he banks ane weriided due 1o the distance, cumlsrseme
eicedures anéd the indifferent attitade of thiestalT, i3 alo analvzcd that the maoney lenders cum traders dominaic
the MMPS (20,27 per cene) and BIBOY (33,33 per cent) CHtegury ol Fehesmen in giving ceedis, whero ke the MI5
gatepory of fishermicn get Toans and pdvanees Frosies "samgrinns {713 per cent) hased nn their wervites, Tei arvalyied
that but of 182 sample soapandects 170 pespondints seeerved loans. It ik not chat she remaining 12 sample
renpiinidings are rich and that they did not need o loan Rather, they were nit elizilale 1 wet loans s theie catch was
i

by

A grmilar pegult i found in ous srady arcn fa enparming the uther studies. The batiks ooy enter 1o the
rushl pods snce they do not have proper enttacera] security, T hus, the pesporslenis horiow from other sources like
Friends shd refarives, pown BroRer, MONCE larders, GO and SHG 1t undeesrood that the highest ar the
lowes: amoanent ormowng depen e ion the earming cap acity =f the fishettien anel the availabitinraf goliazeral
ety

CREDIT GAP

(Crecit gap i a techinical teem hat te osed by all the business rersonnel in the eonsimeriar and
isterlistic world, Tn any copemm, the ere it requiremnents ase higher than the funds availablé The differcnce
between the smennt requiced and the amoun! tnerewed from the bank is known s credil gap. Inadegquate aambes
ok hanks, absence of fshorman Friendly policce, Temunds of collateral security anid the limited banlk Inans are the
rsajor ercclibrelated prohlemsan the ety aret, This leacds 10 e peehiem of coedi? g0

TABLE B
CREDIT GAP OF THE SAMPLE RESPONDENTS

{Ameunt in 71

| | T T p—
. Borrawings (rom r

, L i ¥
[ Catepoty |l Credit Reguired o i ol WS Credit rap |
| s 'I L7120 &20101) | 515120 |
NI TS I nTH50 BALHIL. | aoss0l |

| MmO | 1suma00 43000 | 1247300
I Cl I AQCA0 45000 | 353400 |

Lasproe: S difa
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Tahle 5 o Caogory-wise credit migy of thesamps pexpindesies, 1t fnferred that theee isa wile dispariiy m
credit wat smong the categuaies of lishermen, stnce they o nit e proper ellateral sepurny o [rrow Loaks
fream e Banks L such sccnaria, baceowiag from the infarmal apencies seems thoe cnly wis out, THis 5 proved
with the followang bypothesia

Hi},: Thereis no signiltcan celationship between [ormal credic and infurmal credic

[ 1 ]
Calewlated chr-squace value 1930
= [ = _|
| [absle waiie I Tl |
| S 1
| Leveh of sigaiflcance | et cent | |
f = f =
| ﬁ{HI_EL' ol 1rEcOiey i = i | |

Tipee the ealeatnted value of x i enore thar the ble vilue e bypothesiy 1w rEjected Flence the alemilve
heprthesis s firemted ns there i sipmingant rebationshin Between fertmial erealir sed intocmal credit, srnving the

bypothosls tnus the tack of Formal ereditsystem leaids o istarmmal ceedir baroanng,

FINDINGS

i Light of the sbove discussian, 1 evadent that Thie fishermisn in e study anes are costy dicheient 4ol
v e Fripeed to peak for Ioans and advances The lolowing Sndings succinedly st thve peesén: scenato and s
CrinsequEnces.

«  Since the sample respandents da not v adeguate IeomaE, they foquere Credit for InvesimcTiL, WoTLing

eapital, copsumption, epaymenl af boar, payment of mtetest, marsigge, and repair antd Muintenanee o

houses Durng the spady petiod the requizcd crecdlt was 397400 (MES]), AT0EGON MRS, TRITAIN
{MBC, and AHGA00ECL),

« M5 have anly the meckum wiil shisrt-mrin loans (96,11 per cont el 58T per cent) wnAEn an wesiake ol
S13600/-. NHIFS have losg teren, medism eom and shart-rerm barrowiegs (2700 pereent, 7.4 perectl
and 4,46 pec cent) with anaverage af GARTON < MO hiave lasg cerm, meshum term and shoes term eredil

(B2 13 per eens, 17.72 per cent 2nd (.13 per eent) wnd €L have long term, megliven term il short term

credie 19,35 per cent, 74,32 per centand D 33 pref cent) with A AVEL af 387335/ The ooy rermand

mediuen terms Tiabilites are the majoe peasens which keep the Bspermen frotn the clonches of meoney
letslers cuny pradets.

¢ The WEFS have the beder stdvency mno {6042 plr eorel) o spares w0 MIES (B84 per cent) "Fhe ot

awner's solvenicy rinio s pood wewell (30,16 per centl The salvehey mto of CL 15 92,27 per ceat whieh s '
very oot and they afe the ones Wabace cletimisad s prearer extent die o both ssarketan tabur hinleed
creal

¢ Phe fnmplc Di-'l-fll:l’.".lil-i:'llh “'F“!f'“""—'” hehnvioist a4 H'-'”‘LI i hanks (T Hek I_-'_'-;.Iuw:l.! |'|-:. Saly traders -_E,L- et
cent), otners (21.35), std fenermen ‘g (81 per cong, Promptnzss in repaying the foan i ua
ikt chnrpeterisge forastuhiz eredit system

v OIpce sesin, the calegors wist saEaple e spngdent’s pepryment pateTmis alss bsket in Formul eredic (3507

pur eent) than informal erelit (13,77 per cent). In general, (e repayment in basths 1emiting faverable
Because of the collateml secanty,

‘m_
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¢ 1t o cicatly eviilem that trevis i Fack of formal lending agencies {39 villages out of 47 willnges having no
warke) leacing the Bnecfoll o app cenc= It ral money lending ageneies, Faen in the presence of forma

lending agpncies the € qeslsersare procedom] TRETErs el That 0 secasity-pledees foree the Bshermen i
byt rEconrse vo anfarntal money [endders

. [urther, inis infereed that theee 54 ik Sisparity of credit gip iy every categpory of firnctEmen, SINEE ey
ey ot banre sdisguitc collarcral secunty 1o hotrow Lnans Feam the Dasks. The lack i formal eredit sy2:em
leacls po irtoriual Borroeins erkich fe the ronL CAer e Hnleed gredit i the sgady ares.

+ The sespondenis BpempEIaTe frnpe thie Jnfarmnl sourees (MIPS; 86,27  per cend, SIS RT.04 por cent
AT 7228 per cont and L RE. T pet cont) than Foemmal soweees (TS 13,75 pes cent, NAITFS: 1236 per
pint MO 23,72 per cenl deed O 1 1. 29 gt eent)

SUGGESTIONS

lised on the nbove figdings: the follawing proposdls e myade 1o redress the eredit relazad problems af the
Axheriolk

v The Crewprninenccan tnstinere TFishenes Cosoperate Wapilos Tiot lakermen’ 1o the oo werel willapes Bke EniE

oof *Agrenlical | ja-opieengven Hanks! for iarmers

. The Cowerninent ean atrenpthen the Fishermen Cn-cperative Seeietes and Fsherwnmen Cosapemtive
Sncieties, 50 that thit schemes o S sherren community can be cffwenvely and efficientdy emecuted and
lyerye fited.

v CPhe Gosermment eon Funeh Large =g facitities iy the fish landing 2peas Y minmaal rese 50 phat tha
Fiulpriinen Lo RSV theireateh with ar Lehng Explonzed.

. The Government gan offer stibsidics 1o purchase authonrd engines, gEars, and erafts, chrough
which their burdenol ¢ anli-deficiency and debtenn be reduced,

o The Grveeriment mast infiuence the: pulilie wil prvate secine hanks to wrovide financial ATSSIANCE 10
FaTCTHWE CrHmmLey ko cedeem shem feom the chitches ol covamission agenis, chm moncy lenders
Existing banks must enhance ceedic possibilities tor che fisherfollk with efficicnt and fisherfolk

friendly policics. Seeurity pledges in particular must be redefined creatively in the context al

fisherfolk.

o Tle Grseramient con |.*-|u--:.-.|-.- lesam waivar aoheme 5 he Neheries sector like thatal rg;nt:..lm;uf septnr 30
Tt the Esheemen need not hogra moncy it infeestment and productian purposcs in the face of naturs
ca lrmsiie

CONCLUSION

The rocent seedy caeclocred sy SIABARDY states thal Fotigh theee 13 wike NS nf purl haaks and
commercial bask, the exsung hatsking pyszent, procedurcs anc] policies ang fxan products iV faiked) to carer &0
e eredit aeeds of the ruil puor ! ais Ahonnd 20, A a resule the puazal populice eashiv grepe 0D the trap of
moneylcndses eum fish traders accepmy thed condisons and demands, The fishermen, whaose very nature of
accupation is heing coasonal, unpredictable and p-:rinhuhh.-.!cav:s-:hcm to ho cash-deficientand In niecd
of credits o meet thelr investment, praduction and consumption requirements. aMarcover it is ironic to
vee that aut of 47 conscal villages nnly § villages have hanking facilitics in Kanyakumari districe which
requites smmediate artention of the policy makers, Therefpre the Government hoth at the Center and
S ate should come forward to Aleviate this situation of fishermen iy the coastal arca and provide them
necessary funds and other subsidy which might improve the sncig-cconomic conditionof the fishermen.
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