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INTRA REGIONAL DISPARITY IN NORTH EAST INDIA :
COMMERCIAL BANKS

INTRODUCTION

egional disparities in economic development are a ubiquitous phenomenon
R across both developed and developing countries. Disparities inter regional and
intra- regional is partly due to resource endowments and partly due to policy frame-
work and execution. There exist pockets of highly developed centres in a country
with poor resource endowment as much as there are very underdeveloped areas in
countries with strong resource endowments. The common understanding on dispar-
ity initially upheld the view that disparity in income level across countries or within
regions in a country was the main cause for differences in other aspects of the socio-
economic structure. Per capita income was taken as the single most important indi-
cator of disparity. However, with the passage of time the study on regional disparity
revealed that income by itself is not a sufficient measure of disparity- rather it is often
misleading. It is seen that mere income level do not portray the real picture — e.g. a
high per capita income and a high inflation rate meanslow real income and hence
low disposable income at hand, on'the other hand a low money income with no
inflation means a higher real income. Increasingly other indicators like per capita
food consumption; per capita calorie intake, per capita consumption expenditure,
per capita savings and investment, index of infrastructure etc. have been used by
researchers to study disparity in economic and other social sectors.

In the Indian context, studies on regional disparity have used various indicators
focusing on several socio-economic dimensions. Not to speak of the high incidence
of inter-regional disparity, there also exists intra-regional disparity within the regions
themselves. While the northern and the western regions of the country are fairly
developed, the easternregion especially the north-eastern region remains the most
backward. Not only that the north east is less developed than the rest of the regions
of the country, there is also intra-regional disparity among its constituent states.

The growth and development of a country and its constituent regions or states is
induced by the amount of investment in physical capital financed by the savings of
the community and the borrowings from capital market. Significantly the financial
parameters have gained in usage in measuring disparity level among the countries
or regions of a country. Theoretical postulation of the relation between income,
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savings and investment can be symbolically written as S = f (y), i.e. savings is a
function of income and MPS< 1; i.e. with every increase in income the rate of
increase in savings will be less than proportionate increase in the income. Further,
the increased savings act as the reserve of investible resource and the same is canalised
for investment purpose either by the financial institutions like the commercial banks
or the term lending institutions or through the developed capital market. With liber-
alization, the Indian economy has been able to find an exigency to raise resources
from the capital market. In the developed states of Maharashtra, Andhra Pradesh,
Karnataka, the active capital market has been instrumental in attracting foreign di-
rect investment (FDI). However, the same is not true in case of the underdeveloped
states like Bihar, Orissa and the states of the north eastern region where the capital
‘market is still in its nascent stage. Here, the commercial banks act as the main con-
duits for financial intermediation by augmenting the savings of the community by
way of deposits and canalising the same for investment by way of credit. Inciden-
tally, these underdeveloped regions/states are also marked by presence of high growth
centres vis-a vis backward areas and therefore, intra regional disparity is a more
critical ailment than inter regional disparity.

. MAJOR CONTEXTUAL CHARACTERISTICS OF NORTH EAST INDIA

Lying between 21.57°N -29.30°N latitude and 89.46°E-97.30°E longitude the north
eastern region of India comprises the states of Arunachal Pradesh, Assam, Manipur,
Meghalaya, Mizoram, Nagaland, and Tripura. At the time of India’s independence
in 1947, all the tribal areas of the region excepting Manipur and Tripura were within
the state of Assam. Arunachal Pradesh then known as NEFA, had a separate ar-
rangement, it was kept as an Agency, and centrally administered. However, with the
~ passage of time demand for separate statehood from different tribal groups viz. the
Nagas, Khasis and Jaintias and the Mizos led to the emergence, first of Nagaland as
a state in 1964 and subsequently of Meghalaya as a state and Mizoram and NEFA
(renamed as Arunachal Pradesh ) as Union territories in 1972, The region continued
with this set up for a long time until in 1987 both Arunachal Pradesh and Mizoram
were declared as states of the Indian Union. Of late Sikkim has also been included in
the political set up of the region. However, the present analysis covers only the seven
states of the region excluding Sikkim.

The region embraces a total area of 2.55 lakhs square kilometer (7.8 percent of the
total land space of the country) of which 70 percent is hilly terrain. The north eastern
part of India has considerably large international boundary with China in the north,
Bangladesh in the south west, Bhutan in the northwest and Myanmar in the east.
The Macmohan line separates the region from Tibet.

The partition of the country in 1947 broke the natural and age old linkages with rest
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of the country and this land locked region is virtually cut off from rest of India_ except
through a narrow corridor in the north Bengal having an approximate w1dtn. of 3?5
km. on the eastern side and 21 km. on the western side. This narrow corridor is

popularly known as the ‘Chicken’s neck’ or the ‘Siliguri neck'.

The socio economic and political settings of the north eastern region bear direct
linkages and fit in the order where the tribal form of society and economy occupy
the vantage positions. The topography, geology and the other natural settings of the
region have endowed it with considerable natural resources. The total forest reserve
in the region stands at 11, 685 thousand hectares; Arunachal Pradesh has the largest
forest reserve of 5154 thousand hectares while Manipur has the lqwest forest area of
602 thousand hectares in the region. The crude oil reserves in the Assam oil fleld-s
stands higher than the Gujarat oil fields and the region also has the la.rgest Yeservoir
of natural gas among the onshore bases. The coal reserves are found in the §tate§ c?f
Arunachal Pradesh, Assam, Meghalaya and Nagaland. The entire economic activi-
ties and growth impulses in the region find their base in these natural resources

The region is marked by diversity in its demographic composition as well. While t}.le
Hindus are the majority in the three states of Assam, Tripura and Manipur, Chris-
tians are the dominant majority in the hill states. According to 2001 census, the
population of the region is 38.50 crores. The region supports. 3.75 percent of the
total population of the country. The land ~man ratio of the region (0.66 ha/pex:son)
is twice the ratio of the national level (0.32 ha/person) and the population density of
the region (151person/sq.km) s less than the national average (32.4 persons/sq.km).
Among the seven states of the region Assam has population density of 340 persons
per sq. km. which is higher than the all India figure of 324 persons per sq. km Next
to Assam, Tripura is the most densely populated state in the region. Other hill states
are sparsely populated. Arunachal Pradesh which has the largest land area among
the states of the region accounts for the lowest density of population (13 persons per
sq. km. as per the 2001 census). The decadal growth rate of population in t}}e
region has also been significantly higher (22.16 percent) compared to the all-India
average of 21.34 percent during the decade 1991-2001. The overwhelmingly large
rural population accounts for 88 percent of the aggregate as against the all India
figure of 75 percent.

ECONOMIC BASE OF THE REGION:

Despite the fact that north east region has the highest per capita availability of natu-
ral resources, it is one of the most economically backward regions of the country.
The process of development in the region is affected by the three tier macro plan-
ning- Central plans, the plans of the States and the plans of the North Eastern Coun-
cil (NEC).
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The region as a whole is industrially backward with the net result that pressure on
agriculture is very high since off farm employment opportunities are still latent and
have not been effectively harnessed. The economy of north east India is agrarian in
character. However agriculture is still in its traditional phase with labour intensive
methods and low capital investment. The primary sector comprising agriculture and
mining and quarrying contribute almost 35 percent of the total net domestic product
(NSDP) of the region which is significantly higher than the national figure of 28.78
percent over the last decade. The contribution of the secondary sector comprising
manufacturing, construction and gas and electricity supply which provide the basic
capital base of the economy hinges around 18 percent compared to the national
average of 28.20 percent. The tertiary sector which accounts for all the other sectors
of the economy not included in the primary and secondary sector contribute 47
percent to the region’s NSDP which is again higher than the all-India figure of 43.02
percent.

It is important to note that contribution of the public administration has been grow-
ing over the last decade and accounts for almost 10 percent to 16 percent of theNSDP,
Another significant growth has been in the sphere of construction. However, in the
absence of a strong industrial base the growth of the construction sector presents a
paradoxical situation. One plausible explanation for this surge in the construction
sector is perhaps the growth of service sector and the real estates across all the states
of the region. This growth of construction sector has its impact in inducing cheap
labour flow from the disguisedly employed labour force in agriculture to the urban
centres where the construction activities are localised.

The pace of industrialization in the region is virtually yet to take off. Assam takes
pride in the fact that the first oil refinery of the country was set up in Digboi. But the
petroleum industry in the region has been performing at a considerably lower level
than those in other parts of the country. Despite the fact that the crude oil reserves in
the Assam oil fields (160390 thousand tones) stands higher than the Gujarat oil
fields (148020 thousand tones) the production of oilis however higher in the Gujarat
oil fields.

As revealed by the CMIE statistics on Energy (2003), the production of crude oil in
Assam fields has not only been below the Gujarat oil fields but has also been declin-
ing over the years. The total production of crude oil which stood at 5096 thousand
tones for Assam and 27 thousand tones for Arunachal Pradesh in 2001-02 decreased
to 4717 thousand tones in 2002-083. It needs to be mentioned that the total produc-
tion in the Assam oil fields included the figures for Arunachal Pradesh as well. The
corresponding figures for the Gujarat oil fields indicate that the production level
which stood at 5972 thousand tones in 2001-02 increased to 6017 thousand tones.
The statistics on the capacity utilization of the oil refineries from the same source
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reveal a relatively low level of capacity utilization compared to other refineries in the
countries. The figures indicate that the capacity utilization in Guwabhati refinery was
less than fifty percent hovering at 45.9 percent in 2002-03.

The low capaéity utilization coupled with declining product.ion is indicative of a
decelerating growth process in the most vital industrial §ector in the economy of the
region. The region which also has the largest reservoir of natural gas among the
onshore bases is plagued-by.low production level.

The manufacturing sector comprising the small scale industries (SSI) are basically of
low capital intensity. Further, as revealed from research studies, the SSI §ector in _the
region is plagued by sickness which is again due to faulty planning of unviable pr(_))g(:t
and lack of marketing network in the region. Not to blame the government policies
always, most of the SSI units in the region have been set up under different govern-
ment programmes by the first generation entrepreneurs whose lack of experience
and skill especially in financial management of the projects have spelt doom for the
sector. Besides;ylack of foresight in identifying the market and its absorption of the
products have been the other bane of the sector. Nevertheless, the North East Indus-
trial Policy (NEIP) of 1997 has been a major boost to the growth of industrial activi-
Hies in the region. Further the tax holiday on industrial production in the region has
been yet another major incentive. As per the NEDFi estimates a total of 461 me-
dium and large units with capital formation of Rs. 997 crores have been imple-
mented after the declaration of the NEIP 1997. However, most of these unite are
concentrated in Assam and Meghalaya as the communication and transport con-
nectivity in the region is very tardy.

Cottage, handloom and handicraft, sericulture comprises the other avenues of small
scale industrial activities in the region which employ a substantial proportion of the
rural work force including women. Some of the handloom products of the region
which are known for their excellent craftsmanship are carpets of Arunachal Pradesh,
muga silk products of Assam, lashingphee of Manipur and shawls of Nagaland and
Mizoram. However except for muga silk of Assam, the other handloom products
have not been commercially exploited. The muga and the pat silk of Assam has
found increasing and extensive uses in the fashion and designing craft in rest of the
country in recent years. The traditional motifs and the hand woven materials of the
other states need to be commercially exploited as these too have a wide scope for
market. It may be noted here that the traditional motifs of these tribal areas are being
extensively used by textile producers outside the region and sold in the region’s
market which has captured sizeable market share. This is so because the hand spun
yarns have higher production costs and the finished products are priced still higher.
Under the circumstance the machine made products have a lower price and economy
rate of production. It is here that the government policies have failed till date to
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address the real commercial requirement and sustainability of the sector which could
have created avenues of additional rural employment and released the disguised

labour force in the agriculture sector.

Thought the region has diversified agro-climatic and soil conditions nevertheless the
agricultural activity in the region is marked by mono cropping, shifting (jhum) culti-
vation of duration of 2-10 years with low productivity. In a nutshell subsistence
farming dominates the agriculture sector in the region. The overwhelmingly large
areas of small size of holdings (below one hectare) dominate the size pattern of the
agricultural farm lands. Coupled with this, low per capita fertilizer consumption, low
availability of irrigation facilities, soil erosion during monsoons particularly in the
hills and the recurring floods in the Brahmaputra and the Barak valley which wash
away standing kharif crops have wrecked havoc with the agricultural production in
the region. Further the orography of the north east region is such that both the Bay
of Bengal and the Arabian Sea branches of the south west monsoon winds meet
over it, causing heavy rainfall almost for six months of the year and rendering the
vegion one of the wettest in the world. But the region remains bereft of rainfall or dry
for the other six months. Thus, the woes of farmers in the kharif season abound in
floods and soil erosion, while the rabi crops suffer due to poor irrigation facilities in
the region which faces acute water shortage during the winter months. According to
the National Flood Commission (NFC), the area prone to floods stands at 31.60
lakh hectares compared to the all-India figure of 335.16 lakh hectares accounting for
9.4 percent of the total flood prone areas in the country. As observed in one of the
Assam Government documents, “As a result (of such a vast area prone to be effected
by floods), the State could not march towards desired progress and prosperity de-
spite having enormous natural resources.” Another statistic of the Revenue Depart-
ment, Government of Assam shows that in 2002 Assam’s estimated loss of property,
including land due to erosion was put at Rs.72.43 crores. The overall damage to the
public utilities by floods during the same year has been estimated at Rs.566.24 crores.
The same source indicated that damage of public properties in the year 1998 was
Rs. 829.5 crores and in the year 2000 the same was Rs.540:6 crores. The total area
eroded by the river during 1999 was estimatedfo be 9 837 hectares while the corre-
sponding figure for 2002 puts it at 4,29,657 hectares. These statistics clearly indicate
the havoc created by the floods in Assam and the irreparable damage to the stand-
ing crops and agricultural produce as also the properties of the people. The paucity
funds has rendered the task of construction of embankments a difficult proposition,
the net result of which has been a recurring loss to the state economy in terms of

value added output and rehabilitation of the displaced persons effected by floods.

While temporary displacement is one aspect, the permanent displacement in areas

of Dhemaiji, Morigaon, Sonitpur, Nalbari and Dhubri due to total washing away of
the landmass in settled areas by Brahmaputra has left thousands of families in total
penury and also reducing the cultivable area in the state. Given this state of affairs it
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is .obvious that any farmer who borrows from a bank for his production requir

will obviously be a defaulter in the event of total wash away of his :~;‘nndiequnement
.the flood waters. The bankers cannot be blamed if they become u::au,:tiour'lg fc lmp;'by
¥n the next kharif season because banks are also business entities and t i oot
itable business returns are must for next recycling of funds T};e . ;‘U i gl
cannot be blamed because vagaries of nature are beyond hi‘s'contrcl)glo"(lj“;l e
here in northeast are not simple. The problems are as diversified-as tehpmblemS
cultur.al settings of the region in the bank finance. Besides the absenc : fn atu?al
security measures often compel the farmers to divert their producti © 0 soc
towards emergent needs. : REEElgHlon foans funds

.IAsd per the estimates of Ministry of Agriculture and Cooperation, government of
3312, 1998-99, the total cultivable land in the region is 6043 th,ousand hecta .
(23.69 per<.:enF). Thg Percentage of cultivable area used in the north east is 63 r7e9S
percent Whl('Ih is S{gnlflcantly lower than the all-India average of 73.23 percent. H ;
g\e/fz,e itgtﬁs Sle(eh"l'n}lloura (90.94 percent), Manipur (85.37 percent) and Assam .(790‘2)2
ave higher percentage utilization than the national :
. ; average. On t
lhancli states like Megbalqya (20.15 percent) and Mizoram (24.44 pez%cent)nheil\iaothe)r
C(;\:/n eec\{fkl1 01:i lim-i ch:lt.lhza’uor;1 in the region. In so far as the settled agriculture is ZS:]V
e data indicates that the average size of holdin :
: gwas 1.60 hectares i A
21 in the .north east.compared to the national average of 1.57 hectares 9;12“1}232
a\r/lgr?ri; 31:; ;)f l}oldmgt hfor t};le majority of the states like Assam Manipt.lr Mizorarrr;
. ra are ower than the national average. Given th , i ili
tion, credit recycling cannot be expected to grow. o

Zgreicﬂﬁiz?inagcet'of mardginal holdings has been major hindrances in up scaling
production and recycling of funds. In northeast Indi i
main source of livelihood in the rural areas NSS T
: / , 50" and 55" Round data indi
gradual increase in the proportion of ru it
: : ral households without any culti
during the period 1993-94 to 1999-2000. However, in case (S)}f I‘\J/Ie:;?]:k:gxer IZ::S

Mt L
eghalaya, the same NSS data indicate that there has been significant decrease in

th ; ;
buet E]ri:];;)gle(;rsleqf Ftl;?useholds without cultivable land in the post liberalization era
in the proportion of households with cultivabl i
' : . e land in the two sa
223 riogtgl;dz’é% an mcre'ase in credit flow from the commercial banks during t?ujat(:
s agricult—ure k(1){;1;1‘1;1; flgurei1 for l;ank credit shows that the percentage of bank crgdit
ecreased in both the states in the i izati
ke 1 post liberalization era. Th
vabs.lle IZ :(;]?, ;Se?s:;s fo(rj t'hlsbgor;e,hthough the percentage of households with cueltrie
. ased in both the states, the size of these holdi i |
which again has a direct beari , Tl
aring on the accessibility to b i
i gain | | ty to bank credit; second i
e holding sizes are large the information asymmetry between the ‘new pr;oélae:cetrilvg

borrowers’ and the com i
v . .
vl ercial banks lead to certain pruning of credit by the bank-
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On the contrary, in the states of Nagaland and Arunachal Pradesh, despite an in-
umber of households without cultivable land, the flow of bank credit
to agriculture has increased. While the adoption of Agricultural Policy by the Arunachal
Pradesh government in the state has primarily led to gradual increase in the credit
flow to the sector, in Nagaland, the promotion of plantation agriculture has led to an

increase in credit flow to the sector.

crease in the nn

However, the situation is alarming in case of Assam and Tripura where the increase
in the proportion of households without cultivable land has beenvery high (36 and
58 percent respectively) which implies that people who had hitherto been cultivators
have either become agricultural labourers, perhaps in their previously owned land
now in possession of others or shifted to some non farm activities (Table:20). This
has a bearing on the indebtedness of the rural households. First, this reduces the
capacity of the rural households to obtain credit from formal institutions and in turn
induces the rural households to go fo the usurious moneylenders and other informal
sources to obtain credit and meet their requirement.

As mentioned earlier shifting (jhum) cultivation is very much prevalent and forms a
part of the socio cultural life of the hill people. As per the NEC statistics 1995, the
total land area under shifting cultivation is 3.86 lakh hectares where a total number
of 4.23 lakhs families are dependent for their living. Can banks be expected to inter-
vene in this area? Under the existing system banks cannot do anything with respect
to credit deployment in shifting cultivation. Hence unless the pluralistic structure of
the region is understood in its proper perspective mere policy prescriptions cannot

solve the problem of low credit flow.

NET STATE DOMESTIC PRODUCT (NSDP) & PER CAPITA INCOME (PCl)

State wise data on NSDP (Table: 1) reveals that NSDP of Assam is highestamong all
the north eastern States but the per capita income is the lowest. This variation in the
NSDP and the PCl is due to the large size of the population wherein 69.20 percent
of the region’s total population is concentrated in Assam, Itis significant to mention
here that at the start of the first five year plan in 1951, the per capita income of
undivided Assam (Rs.290.70) was higher than the all-India figure (Rs.246.00). Twenty
years later in 1970-71 the per capita income of Assam (Rs.:538.60) fell significantly

below the national average (Rs.627.50).

The coefficient of variation of NSDP for the three periods under reference (Table: 1)

though very high, however shows a decrease in 1999-2000 over its previous period.

A careful analysis of the data on NSDP shows that excluding Assam, the other six

states of the region can be broadly classified into two groups- first group comprising

Arunachal Pradesh and Mizoram who have approximately the same level of NSDP
12

and the second group comprising the four states of Mani

- gLou mpl anipur, Meghalaya, N
and Tr.lpura. This disparity in respect of NSDP between Assam andsihe oa"cﬁzlragi:
states 1§ due to the size of the economic base of the states. The economic base of
Assam is expanded compared to the other sates of the region. The reasons are partl
historical and partly geographical. 2w

Of the total seven states in the region, five states were within the political and admi
istrative domain of Assam till the mid sixties. The constituent population si i ml}?-
new states are lower than that of Assam and hence the PCI in the stat i maﬁ 1
higher despite the NSDP being lower than that of Assam. Besides, most o?:hare I
.formed states are iribal societies which are self sufficient with lesse,r degree fe nf)WIy
ization and their traditional customs and laws govern their economic gctiv'(t)' urAZn_
result the process of commercialization is slow in the hill states. Cultural ancliles.l'ti E}
reasons apart, geographically, these states are hill states (aln;ost 76 perc I:O; (l:ia
.nc'Jr.th. east are hilly) with road communication as the only link. An .pd e? iz
initiative requires strong communication base — physical connecﬁv.ity azd st‘llne opmg .
of communication. The north east region of India, despite having vast netrum? -
sources a'nd diverse traditional craftsmanship, remoteness and poor tran : T? 9
c;)rggtting:atigp infx:[;strfucmre has isolated the region from rest of country \;I:O‘;eﬁr::
glo ade. Given the fact the region shares about eight percent of the total |
of the country, the share of surfaced road length which i it il
cent reflects the low level of road transport developmentsizaﬁmxmately b
means of transportation have limited scope of de At "Hhere S
The relativelly low level of road connectivitS in the :i?llggtz: rc);; (tihueerfao ilf)snhh1lly t(;omotl}llr'
single most important factor hindering the process of economic expgnsionas(Tsth' 2e)

Rank ordering the states in groups in terms of their PCI, the three states viz. Arunachal

Srr]zd&s:r;il\;lizo;:ﬁq artl}ii Nagda:land constitute the high income group, while Meghalaya
ur fall in the middle income group and Ass d Tri , i
e d Assam an Tripura comprise the
| ; gures also reveal that in the high in
increased on an average by 12 ile i il o
_ percent while in the middle order gz
increase is highest- 28 percent, for the peri ' [P e
! g period 1997-2000. In the |
the average rate of increase is 24 perc i . S . 2
e avera percent. It is worth noting that the intra regi
lc:\s]zlaﬁty 1.; less pro(;lounced with respect PCI vis-a-vis the NSDP. Also the.dniasgpiggte;l
as decreased over the years as indicated by th ik
el | sed timates of coefficient of
variation, wherein it is seen that from 18.58 01997 e
; . m 18.58 percent in 1997-98, the figure decre
to 13.17 percent in 2000. This decrease in the disparity level has been due to si;:i(;g

cant increase in per capita income | i
' evel of the middle and | i
of Manipur, Meghalaya and Assam, Tripura. KA

While d ‘
ing the e\rls‘ftiment expenditure from the government is one component for initiat-
g process, the role of financial institutions in engineering the pace of
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growth by canalizing the investible resources to desired channels forms the core of
financial intermediation. The north east region suffers from either absence or low
level of investments from term lending institutions and commercial banks are the
only financial intermediaries in the region. Though the expansion of banking ser-
vices in terms of number of branches, volume of deposit and credit has been rather
significant since nationalization nevertheless, there still exist disparities among the
states of the region. The subsequent sections analyses this desparity in the deposit
and credit growth of commercial banks in the region. i

BASIC BANKING INDICATORS

The banking structure as a whole was very weak in North East India at the time of
independence. The Government Treasuries operated the monetary transactions of
the government. Due to dearth of adequate banking services in the region a few
philanthropists of Assam started the Gauhati Bank in 1926 with branches in rural
and urban areas of the state. However, due to mismanagement the bank faced clo-
sure and was merged with the Central Bank of India in 1988-89.

At the time of nationalization in 1969, the total numbers of bank branches in the
region were 90 out of a total of 8262 branches in the country which is 1.09 percent
and Assam accounted for 82 percent of the bank branches. Likewise, in respect of

deposit and credit Assam had the higher share.

Thirty one years later, the situation has not changed much. Though the quantum of
deposit mobilization and credit dispensation has increased, nevertheless the intra
state disparity has not reduced. As revealed from Table-4, Assam alone accounted
for 65 percent of the total bank branches in the region and 64 percent of the bank
deposit while 73 percent of the total bank credit of the region was concentrated in
Assam. Thus 69 percent of the total population living in Assam accounted for73
percent of the total credit while 31 percent of the remaining population of the region
shared 27 percent of the total bank credit. This shows that the per capita credit in
Assam was higher than the other six states underireference. The low off take of credit
in the other states of the region is due to the low rate of commercialisation and
growth in the economy. It is worth noting that most of the credit flow in the region is
in respect of directed credit programmes with the exception of Assam where bank
schemes have also been financed. This is again due to the low level of - infrastruc-
ture, industrial base and traditional practice of agriculture in the region. However, on
account of its competitive advantage in respect of political and socio-economic di-
mension, Assam has been able to extract the services better than the other states.
However, the disturbed law and order situation which hampers the growth of busi-
ness economy has affected the credit expansion in the region as well. Poor recovery
by the banks is yet another factor which has led to credit squeeze.
14

PER CAPITA DEPOSIT AND PER CAPITA INCOME

While credit'shows the outflow of finances to the economy from the banking sector,
deposits indicate the inflow of idle resources of the economy to the banks which et
then be canalized by the banks into effective investment through credit expansion

A close look at the per capita deposit (PCD) of the st i

has the highest PCD in the region, ManiZ)ur has telfsslzk\l;oevsvts gg]t)Wleicl:f: gzaliya
analysis of PCD/PCI also showed high level of intra state disparity' While B S
mately 15 percent of the PCI accrued in the form of bank deposit-s in Maapprogx-
Meghalaya on the other hand 50 percent of the income constituted bank cri‘elzpur,‘tl:
For the states of Assam, Nagaland and Tripura it is observed that approximatye)?si'i(i
Percznt o;tt:e;gl accrued by way of bank deposit while in Mizoram it is on%y a
ng; ei:; :nt' e PCI. In Arunachal Pradesh the ratio of PCD to PCI is approximately

A. comparison of the PCD/PCI within the income groups reveals that there is marked
divergence among the states of the high income group. While Mizoram h et

of 25 percent, in Nagaland the PCD as a proportion of PCI is 30 percer?: & rc?t%o
Arunachal Pradesh the ratio stands at 35 percent. It is thus seen that wi }?ﬂ .
group itself there is significant difference in the ratio. G4 1

;he :i\l/ergerlxcef is most pronounced in the middle income group of Manipur and
eghalaya. In fact, these two states also have the lo i o
{ west and the highest rati
:gg(/)l;gl among all the S}t]ates of the region. While the PCI of both ?he statae;oa?;
neous, however, the PCD in Meghalaya is significantly hi
Manipur. Consequently the PCD/PCI ratio i ORI R
ratio is also higher. On the other hand, fo
: . X , for th
states of the in the low income group the discrepancy is almost negligible for the firset

bl

'tl;lhee{rjzfszrz,f ttl}:z mt.rc.i:lthal'te disparity for PCD/PCI is found to be more pronounced in

o o;ntlh le income group, while the disparity is noticeable only in 1999-

flin e be ower ;r;)come group. While PCD/PCI indicates the volume of

e egcoymway o ank de]?OSI’[, jthe CD ratio shows the amount of credit
mercial banks vis-a-vis the deposit collected.

Fi Aigelloh
v;grl;rlfwgl\\;;? 1m Table-6 s'how that the CD ratio for all the states of the region are
. While the RBI stipulated the bench mark ratio of 60 percent to be attained

by all banks, at the nati p
s e national level the CD ratio for the commercial banks stands at 54
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as a whole hovers around 28 percent, aliftle higher than
half the ratio at the national level. However, there is marked disparity among the
States of the region. A look at the graphical trend of the CD ratio among the states of
the region shows that except Arunachal Pradesh and Meghalaya where the CD ratio
has been increasing, there has been secular decline in the CD ratio among the other

states of the region.

The CD ratio for the region

In Mizoram the trend is fluctuating. Further, Manipur with the lowest PCD/PClI ratio

has the highest CD ratio among the states of the region, while Meghalaya with a
PCD/PCI ratio of 50 percent has a CD ratio of 16 percent only. For the states of the
high income group, the data reveals that while the PCD/PCI ratio in Mizoram is the
lowest in the group, the CD ratio in the state is not only high but also the divergence
-vis Arunachal Pradesh and Nagaland where the CD ratio
is almost at par hovering around 15%. Assam and Tripura which approximately

have same PCD/PCI ratio, however show strong disparity in terms of CD ratio. The

CD ratio for Assam is 32 percent approximately while the corresponding figure for
sation by the

Tripura is 26 percent. The CD ratio which shows the credit dispen
commercial banks vis-a-vis the deposit collected has been rather very Jow for all the

states of the region. Further, inter state disparity in CD ratio is also very pronounced.

is more pronounced vis-a

In fact the compound growth rate of credit in the north east region which was high-
est (20.12 percent) among all the regions of the country during the period between
second phase of bank nationalization and banking sector reforms (1982-92), plum-
meted to 11.94 percent in the post reforms period (1992-2003), and is the lowest

among all the regions. The growth rate calculated for different states of the region

indicate that the two states of Manipur and Nagaland which accounted for highest

growth rate of credit in the pre-reforms era witnessed sharp decrease in their growth

rate. The mounting NPAs in both these states has led‘to pruning of credit and the
The picture is no better in respect of

result has been sharp decline in credit recycling.
deposit. The region which accounted for highest growth rate of deposit (21.39 per-

cent) in the pre-reforms era among all the regions of the country has the lowest
compound growth rate of deposit (18.31 percent) in the post reforms era. The state
wise figures calculated indicate that, the growth rate of deposit in all the sates has
decreased sharply in the post reforms era except in case of Assam where there has
been a marginal increase in the growth rate. (Table: 7 & Table: 8)

RURAL INDEBTEDNESS: INSTITUTIOANL AND NON INSTITUTIONAL
SOURCES

As mentioned earlier, the socio-economic setting of the region is rural in character.
The incidence of indebtedness in the northeast economy is fairly strong. As per the
NSS 48" Round (1991), on the eve of the financial sector reforms started in 1992,
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the institutional agencies accounted for hi ‘ ' ;
debts of the rural households in the reg;g:grfijézpncgtiizaifsfiﬁéi 1r'1 lthe bipiea
government agencies havea higher share in the states of Mizo:‘a;nn?()’isc(;mtes, e
Meghalaya (67.4 percent) and Arunachal Pradesh (41.6 percent). Thi .h'p‘ercent),
government agencies is basically due to the impiementa-tion of t'h ot 1dm e
ment programmes like the [IRDP RLEGP etc. The data also indicate " mra s
of the co-operative societies in Meghalaya (31.1 percent) and M i sueab,le shigxe
cent) among the formal institutional sources. Significantly, the coampur ( iy
ment that began in Assam as early as 1904, however, has ’not be -Opgatlve i
the real cash needs of the rural households. The NéS estimateenha oL
l535.8% of. thg cash loans have been met by the Cooperatives in Zs;):}ni g:}?t ;Ome
lae;;trv:;lt};ris i(r),f tr;xanagement. On the other hand commercial banks accolc tef]re
e states of Assam (34.5 percent), Tripur. oy
Nagaland (27.0 percent). NG A% % pesentiRaid

Among the non-institutional sources, the NSS data indi i
Eﬁ?fgscti;?rfﬂée .majforhshares- of the-cash loans. This is prir::;?yf:;::;ljszr:)? t;eéagves
b 2o mo:t :fct }?e the 1riglon. Secondly, as revealed by the NSS data, the CZ:E
;o I3rogramme;‘urad tzuseholds are under government sponsored n;ral devel-
indebtedness outside ?}?e ameéi?c 2;eggizlrcr?rlil)irt:rget Orien'éed- dossat i
kK ) ' sponsored programmes i -
theu;«;ei(c:)i rinatrZenl;gl Statesk: The reason being that the economiegs in the hliTl lsetf’[epsrzf
i . tly su .51st.ence economies and cash debts for meetin
or other social obligations, are not very much in vogue. The smaﬁ gztr)tﬂal
: in-

curred for personal needs and :
th i
relatives. other obligations are mostly met from friends and

While it :

thzlll.\(laslé 13 ;?(f;atl}l]y believed t_hat. moneylenders are more predominant in Assam

fessional moneylenZecrzr?tr}a]l.ry indicate that in Arunachal Pradesh, the share of PYO:

i s is highest (8.7 percent) among the rural households of th
m the share of the moneylenders is only four percent. In fact the shar2

of professional mone
v lenders among the -culti
Pradesh hovered around 50 percent.g A s

Desegregating the figures for cultivator i
i and non-cultivator househo i
o ril;:sltj% gzstf cash loans for both the groups in Meghalagigs;r}:cei 1I\\{‘lsizso(ra::sxtlrr;
Mt percent)r(j%m government rural development programmes. It is only in
W el ,S‘ ssa;)riq (37.2 p_ercent) and Nagaland (35.5 percent) that cé]m—
A e nonLzealti e share in the cash debts of the rural cultivator house-
i i -cu 1vator rurél households, the commercial banks share of
S T e rural non-cultivator households is comparatively higher i
percent) and Assam (28.0 percent). Significantly, the NSS datags}f;v:zrs1
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that in the two states of Arunachal Pradesh (6.3 percent) and Manipur (21.7 per-
low vis-a-vis the non-institutional

cent), the share of institutional sources are very
sources, which accounted for 60 percent and 76 percent of the total cash debts of

the non-cultivator rural households respectively in the two states. In Nagaland, gov-
ernment agencies and cooperatives account for the total cash debts in the non-

cultivator household group. (Table: 9 to Table: 20)

nks in the total cash debts of the rural households in the

region is concentrated in the states of Assam and Tripura in the pre liberalization era.
flects that despite expansion of bank branches in the rural areas of the
region, rural households have not yet been able to access credit from the commexr-
cial banks in the other tribal states of the region. As noted by Mahalingam (1995),
“4yibal lending is & ialized task. Good local knowledge of agro-climate,

economic and cultural conditions of the operational areas for prudent lending deci-
sions. ... institutional finance flows to scheduled tribes under two types of schemes
like IRDP type, including those schemes in which subsidy is being given from Spe-

cial Central Assistance; and short-term and other term loans for production pur

poses advanced by co-operatives and commercial banks’. Since the coverage of the
commercial banks is limited, the co-operatives have been providing the major shares

of loan to the tribal and these are mostly short term loans. Banking business in tribal
areas of the region has been primarily government sponsored programmes which
fail to take into cognizance the real credit needs of the rural population. Neither the
borrowers are aware of the credit products available with the banks, nor are there
any marketing strategies adopted by banks to educate the borrowers about the credit
facilities available. The banking business is more of ‘window banking’ rather than

“ield banking’.

The share of commercial ba

This clearly re

In the post liberalization era, as stated by Shetty (1997); the reforms inevitably saw
tor lending and preferen-

a reduction in rural banking in general and in primary sec
tial lending to the poor in particular. In fact in 1991, the year before the financial

sector reforms began, the proportion of rural branches in the total bank branches in

the northeast region was 65 percent and thd same for credit was 40 percent. Twelve

years after the liberalization, the RPBI statistics shows that while the proportion of
rural bank branches has remained the same as the pre liberalization period (66 per-
the region has

cent), but the share of rural bank credit in the total bank credit of
come down to 27 .72 percent, which indicates that the rate of growth of rural credit
has significantly slowed down in the post liberalisation era. Further, Assam which
accounted for 73 percent of the rural credit in the region in the pre liberalization is
till the largest state in terms of its proportionate share (68 percent) in the total rural
bank credit in the yegion as on March 2003. However, there has been sharp decel-
eration in its credit growth and the compound growth of rural credit which was
estimated to be 26.52% in the pre liberalization era plummeted to 2.63 percent in
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the post liberalization period {LJas, sULL)

The decrease in the share of rural credit in the post liberalisati
s;tre]xl:;l(i): r (;I'Shtf2 Zzag;)r dgflault With the formal insi)itutionaligi?rg:: liek? t(:;nz;or Cmc?al
loans eSpeciF;II cr rutl'a creqlt ba.s been the delay in sanctioning and disbmm'erclal
NEIBM on the.y ;roct)sll3 = Pilainbome by the findings of a Study condmrzng 5
crop loans banl?ssti erlns of institutional finance (1998) which shows that i Upin:
while in ca,se of smaIIDIL; stedioelosnraanntenian oseatioy aled ba I\lIrACBa;;Sf
the banks .fiie Sl inifc armers where longer repayment periods have beeryl stipul ’
PNt trZIn aeplayment periods for both small and other farm N
it Al’so i sm(;ﬁ si; e l:rtl;iremen'.[al income, which could not meet t:;’s. o
size, higher ’f,he debaulti e of the holdings had an impact on the default- s l{epay—
for Assa (1998) and c repayment, Insights gained from the study on GPSSILAMPS
(1996) by NEIBM r; ; calse Ztud@s on farm households in Morigéon district of Ass 7
i .- s’iz esc?f 1ear:1 d\);llellg;bt to the above. The findings from the twcc)> studa'lm
LT . ) oldings tqgether with poor irrigation facilities d e
farmers to raise theirF;ev rlmi‘a ﬂOOdS-durmg kharif season make it impossibls f ik
| i These f'e (;3_ production beyond subsistence level and ther ke> Cf)r'the
i higiler o E‘ mgi are no different from the NSS 48" Round d‘;t 4 ?1 i
N el Ll e LOWeouse old asset holding size, higher is the i !
: r the asset holding size, higher is the indebtea::;:r(lzzssltb e
SS 1O mon-

eylenders in Assam and Tri
ipura; i fotioe
Mooy, pura; cooperative societies in the states' of Manipur and

One can therefore imagine the pli
e e : plight of a rural household with no
e gaSh lr;t:ﬂl;rfl; Thedcasb loans for consumption requirem:r?’f (ta}gseroe;[? i)
oo oanotor :éo uctive e.conomic use. As noted by Vijay Mah uls out-
de . Co,mmerdal g a:: k1:;roduct1ve use of loan was only 36%. Of this ?gg/and
L —, ?-nd the co-operatives while the remainin ’21‘70 o
o . ates indicate the _
e ?\S:: ;1; logns .lr_lcu_rr_ed. In a study conducted on tr::i?t(i)gr? elrance o,
(Das: 1996), reveals the same. The rate of interaes::nc(;lr;erg lznlf_
ed by

the money lender:
s usuall
personal security. y vary from 9% to 13% per month and given mostly against

In fact as observed i
ed in the study, “
Assam. Durin Y, “The money lend
; th . ers are no new :
sufficient, ma;?ajaise:ig ?mSh days, when the village economy g}ﬁzs‘;fnl‘?eople l;
S Gal IR e ah eyas were the only source of financi ; Wa§ se.
vanced on sta?ld?:;% of anby formal banking house... Moncézl \isassls;[ance fog oty
borrower... Th crops, but the burden of such a lo - 45 L ad-
. Though the rate of interest charged by the Ma?‘r;;c:‘]ie :52}?2. heavily on a
jans were usu-
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ally un favourable for the local ryots and poor villagers of Assam, however it cannot
be ruled out that in the absence of any formal banking institution, these mahajans
rescued many from impending ruin by providing funds when money could not be
obtained from any other source.” It is further revealed that the village moneylenders
in Assam today are either wholesale traders called mahajans, relatively well-off large
farmers, contractors who are facilitators and school teachers. It is significant to note
that the same study found that the large farmers acted as morieylenders to small and
marginal farmers out of the credit taken by the former from the commercial banks
for medium and long term investments,

Repayment of the loan together with interest thereon by the borrower is central to
smooth functioning of bank lending. However, the incidence of over dues in the
bank credit in rural areas has been increasing over the years. The findings from the
NEIBM study on problems of institutional credit shows that the main reasons for the
default in repayment and mounting over dues are delays in sanctions and disburse-
ments of crop loans and other petty retail trade loans which often defeat the purpose
of generating incremental income for repayment. In contrast to the mounting over
dues and low repayment rate for the commercial banks, the repayment rate hovers
round 95% for non-production or consumption loans and 98% to 100% for produc-
tion loans from money lenders. (Das: 1996). Thus, it is not cheap and concessional
credit that can address the question of indebtedness of the rural households, but more
importantly easy and timely accessibility of credit, which is the urgent requirement.

MICRO FINANCE-SMALL CREDIT TO MEET SMALL REQUIREMENTS
OF SMALL PEOPLE

The findings from the research studies conducted by NABARD shows that the most
important and immediate needs of the rural poor are to keep safe their occasional
surpluses in the form of thrift and consumption loans to meet emergent lifecycle
needs. The credit products of commercial banks needed to be free from cumber-
some procedures. The insights gained from the studies indicate that existing banking
policies, procedures, deposit and loan products are not designed to address the
immediate needs of the poor and therefore, a very large number of poor and the
rural households continue to remain outside the ambit of formal banking system
and are hanging around money lenders for their cash requirements.

L3 The priority of the rural households and the poor is for consumption credit,
small savings and production credit disbursed in time.
< The division of consumption credit and production credit for the rural poor

is non-existent. Consumption requirements are met by the non-institutional
informal sources like the moneylenders at exploitative rate of interest, as the
poor borrowers are unable to offer to the banks any security for the small

consumption loans. . . |
For the l?anks extending small consumption loans involves high transaction

& .
cost due to asymmetry of information.
Based on these findings, NABARD started the micro finance initiativgs .in 19?2,
financing 500 self help groups (SHGs) across the country. The em.phams 1s‘on im-
proving the access of the poor to micro finance raj[her th'c.m just micro crgdlt. Here
the NGOs act as the catalysts of change and combine so<.:1a1 and economic agenda
with synergic effect. The sustainability is the core factor in the gntxre process. The
banking system accepted the SHG-bank linkage as a cost effective means of reach-
ing the un-served and the under-served in the rural areas and accepted peer pres-

sure as collateral substitute for recovery of loans.

The movement has gained momentum and the total cumulative loans up to March
2002, was more than ten thousand million of rupees across the country. However,
the momentum is still tardy in the northeast region where the figures stand at F)nly
twenty five million rupees which is only 0.25 percent. The NABARD statistics indi-
cate that of the total number of SHGs (1490) linked with banks and provided loans
in the region, 1024 SHGs (69 percent) are in Assam and the total bank loans in the

. state through'SHGs is fourteen million which is approximately 53% of these total

loans in the region.
ANALTERNATE APROACH

The entire development approach to the region has been one of doling funds to tide
over problems rather than solving the root causes of the problems. The insufficient
infrastructure base in terms of poor transport connectivity (intra state as well as inter
state) and poor power scenario is obvious to keep away the investors from the re-
gion. Any business entity looks for higher returns with a low operating cost. But in
north east the problem is low returns with high operating cost. To cap it, the problem
of insurgency and disturbed law and order situation which is also substantial is an
obvious alibi used by business entities to keep away funds flow to the region.

Assam continues to be the prime focus of all developmental moves in the region. Yet
this state is placed at the bottom of the ladder in respect of per capita income of the
constituent states of the region. There exists significant disparity among the states of
the region with respect to income, deposit and credit. The low PCD/PCl ratio among
the states of the region indicates that the deposit mobilisation by commercial banks
have been very low. The low savings indicate leakage from income which could
have been otherwise augmented for investment. Coupled with the low PCD/PCI,
the CD ratio of the NE states are also low which indicates that credit dispensation by
the commercial banks in the region is significantly low. Besides, except Assam and
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Manipur, all the other states have a CD ratio less than 30 percent which is half the
bench mark stipulated by the Reserve Bank of India. In so far as the percentage
share of bank deposits of the north eastern states in the total bank deposits of India
is concerned, it is found that the share is less than one percent for all the states,
except Assam. A similar picture is seen in respect of bank credit, where the percent-
age share of each of the seven states of the region is less than one percent in the total
bank credit for all the commercial bank in the country. Notwithstanding the dispar-
ity of the region with rest of the country, there is significant intra-regional disparity
within the region, e.g. a high level of disparity in terms of spread and coverage of
banking services- Assam has the largest share of bank branches, deposit and credit
compared to other states. It is worth noting here that, the situation had not changed
much even after nationalization; while the other states of the region were under
banked at the time of nationalization compared to Assam which appropriated a
lager share of the pie, thirty one years later Assam still continues to be the thrust
area.

Given the small size of the deposit base in the economies of the north eastern states,
a further low level of credit disbursement by the commercial banks indicates poor
utilization of funds mobilized within the region. The low and declining trend in in-
vestment from term lending institutions on one hand, and a low CD ratio of com-
‘mercial banks on the other, points to poor investment climate in the region. The low
infrastructure base and poor connectivity of the region, the absence of entrepreneur-
ial culture has only constrained the growth process in the region.

The economic histories of Germany, Spain and Japan have showed how the local
banking system charted out the development process in tune with the local resource
endowments and cultural factors. No initiative can augur its required thrust and
impact without taking into consideration the geographical, social and cultural set-
tings of the space and population. While doling out credit in targeted schemes can
fulfill targets of monetary planning, it can do very little in impacting upon asset
acquisition and raising the quality of life.

In the absence of a capitalist approach to development, what the region requires is
small investments through its agro based economic set-up. The relevance of
Hirschman'’s theory becomes palpable in the context of dynamics of growth and
development of the region. The history of modern economic development of north-
east region began since the British days with the discovery of oil, coal and tea in
Assam, The discovery of the two mineral resources of oil and coal and the plantation
crop tea in Assam called for development of adequate and good transport connec-
tivity to the region for their proper economic utilization. This brought about colonial
government’s investment in infrastructure of the region by way of laying the railway
tracks and road transport system in the entire oil and coal and tea belt of upper

Assam. The British policy was pursued in the line of what Hirschman's theory on
development (1958) prescribes-investment in social overhead capital (SOC) pre-
ceding the directly productive activities (DPA). The conducive climatic conditions
for tea cultivation led to thriving of the tea industry and the concept of market economy
brought about by the Britishers led to its commercial cultivation. Thus, on one hand
though the policies towards the tea and oil industries were suited to sub serve the
British colonial interest, it neverthe less introduced north east India for the first time
to commercial production and the world trade market. Therefore, it may be useful to
study localised economic spaces in the context of regulationist perspective. Regula-
tion theory is sensitive to the space in the way that, the stress upon national specific-
ity enables us to-appreciate that because of their histories, different region responds
to the same processes in different ways. The question further arises of how local
spaces of regulation relate to national space and how their relations are mediated
through structural forms and modes of regulation? Is there a mode of macro regula-
tion-which accord different smaller sites their place within some overall regulatory
strategy or does macro regulation simply emerge from the interaction of lower level
of parties (Jessop, 1990)?

The development of the northeast economy during the British rule was charted more
in tune with the resources available and the conducive environmental settings of the
region. In the post independence period, the economic development of the region was
brought under the blanket coverage of five year plans started across all the States and
the country as a whole by the then Central government. Considering the geographical
location of the region the North Eastern Council (NEC) was set up in 1972 to give a
holistic approach to the entire developmental process of the region. The process of
development in the region at present is affected by the three- tier macro planning:
Central plans, the plans of the States and the plans of the North Eastern Council
(NEC). Of late, in order to monitor the development initiatives of different government
and semi government agencies in this strategic region of the country and in view of
the growing insurgency problems often hampéring the works of large development
projects, the Department of Development of North Eastern Region (DONER) was set
up in September 2001. It acts as the nodal Department of the Central Government
addressing the issues of socio economic development of the seven states of the region.
The matters related to the planning, execution and monitoring of developmental schemes
and projects of north eastern region including those in the sectors of power, irrigation,
roads and communication are dealt with by DONER besides Hill Area Development
programme and Border Areas Development programme.

An interesting feature of the northeast India’s political and administrative set up is
the Autonomous District Councils (ADC) embodied in the Sixth Schedule. To fulfill
the' political aspirations for autonomy, particularly of the tribal communities of the
region as well as to preserve their democratic traditions and cultural diversity, the



Constitution of India conceived the instrument of tribal self-rule under the ADC.
Thus, north east have a number of institutional agencies working towards its eco-
nomic and overall social development. Yet, north east has remained one of the most
economically backward regions of the country with significant intra regional dispar-
ity among its constituent states. So we cannot expect that a particular regulation and
economic order guides all sub national and spatial scale. Here, one has to examine
whether it is possible to mediate nationally hegemonic regulations at the sub-na-
tional scale, creating local modes of social regulations. Different social regulatory
mechanisms are still very active and decide the economic and social spaces in the
northeast. These were in existence even before the existence of government law and
policies. There should be ways to induce these regulations to the national scale.

The social and cultural norms and beliefs are strong determinants of economic
behaviours. The social and cultural life of the north east is varied and has strong
sway over the rural economic life. It may be worth noting here that the market
economy and money as a medium of exchange is still unknown in many small
pockets of north east (Bhuyan: 2002). The cultural and social space of the region
present a distinct picture which is quite obviously distinctive from rest of the country
in respect of commercial approach of collective acts. The region is distinctive in its
social and cultural style with it's more humane and simplistic approach rather than
an economic valuation of its resources. While this characteristic sets apart the region
from rest of the country and the region takes pride in this distinctive stylized socio-
cultural trait, it nevertheless is also perceived as a negative trait by the business
entities and perhaps this call for a paradigm shift in the whole approach to develop-
ment process in the region.

The government agencies whether the respective state governments or the NEC .or
the DONER can invest for development of infrastructure especially connectivity and
transportation and power along with private parties, the banks along with local/
traditional bodies, can concentrate on localized growth centres (LGC) identified on
the basis of resource endowments and transportconnectivity. This calls for a coordi-
nated approach integrating the policies for real sector with banking sector taking into
consideration the existing competitive advantages and disadvantages of the states in
- NE region. This institutional approach however needs to include within its fold a
systematic study on the efficacy of the present traditional institutions and their align-
ment with the state and other public institutions in identifying the felt needs of the
people and framing plan policies in consonance with the requirements and avail-
ability of resources. Perhaps this may bring about a wind of change through field
banking rather than window banking where substantial amount of transaction costs
can also be minimized.

Another very crucial aspect in the development of the L.GCs is the market. The

Colonial investments in the plantation sector of Assam was induced by the presence
of a ready market for tea in Britain and Europe and the trade was facilitated by the
relatively well developed navigational routes via Bangladesh. It remains a fact that,
more accessible is the market (not necessarily in physical terms) more the opportu-
nity for business investment and returns. One of the maladies in the development
approach of India and most of the developing countries has been aping the west
without understanding the contextual relevance of such approaches. In the present
globalised order, information technology has brought two spatially distant regions
within close ambit of edch other. The potentialities for business and trade relations
with nature and scope of market can be pre determined. It requires a systematic
integration of the lecalized factors within the scope of the market demand both
within the region and outside the region

The structural framework for the region can be summarized as,

a= f (Inf, LGC, Mk) and
(1) Inf=f(GL'P)
(2D EGC=)(R, B, LB),
(3)  Mk=f(D, S) and
(4) D=f(P,S); P>0,
@) S, c,)

Where, g stands for growth, Inf stands for infrastructure, Mk stands for market, LGC
stands for local growth centres, GI represents government investments and PI stands
for private investments for infrastructure, R for resources, B for commercial banks,
LB/TB stands for local bodies, and D stands demand for the product, S for supply of
the product, iz for price of the product, Sp for price of the nearest substitute product
available, C, stands for cost of production.

The first approach of the Hirschman’s unbalanced growth strategy can be applied in
the hill areas by identifying the LGC and then appropriate investments in Inf can be
made. In respect of existing LGC where minimum Inf exist, the LGC can be devel-
oped and the investment in Inf can be made with the feasibility of creating forward
and backward linkage with the LGCs. This would bring about investments in the
fn'nter LGC which will simultaneously call for investment in Inf. Once the growth
impetus can thus be generated it can be expected to reinforce further growth impe-
tus. This will lead to growth of ancillary linkages in small business paving the way for
credit flow in the periphery of LGC for the banking fraternity.

Thus commercial banks can be held neither guilty nor absolved of all responsibilities
for a declining CD Ratio. The question is not whom to blame and how far? Rather it
18 more pertinent to address the whole issue from a feasible and viable business
opportunity for the region for economic resurgence.
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TABLE-A: TOTAL & RURAL POPULATION OF NORTH EASTERN

STATES OF INDIA
(IN ‘000 PERSONS)
STATES 1991 2001

TOTAL RURAL TOTAL RURAL
T () (3) (4) ()
ARUNACHAL 859 754 1091 868
PRADESH _
ASSAM 22295 19824 26638 23429
VIANIPUR 1826 1321 2389 1818
MEGHALAYA 1760 1432 2306 1853
MIZORAM 686 369 891 450
NAGALAND 1212 1005 1989 1635
TRIPURA 2744 2326 3191 2648 |

Source: CENSUS OF INDIA-1991, 2001.

Table 1: Net State Domestic Product and Per Capita income

State Net State Domestic Product (NSDP) Per Capita Income (PCI)
e (Rupees in Crore) In Current Prices (In Rupees) In Current Prices
(1) (2) (3) (4) (5) (6) (7 ]
1997-98 1998-99 | 1999-2000| 1997-98 1998-99 | 1999-2000
Arunachal 1192 1286 1533 11723 12335 14338
Pradesh
Assam 20211 22710 25333 7966 8826 9720
Manipur 1945 2311 2554 9054 10520 11370
Meghalaya 2146 2467 2806 9565 10607 11678
Mizoram 1022 1139 1359 11667 13712 12535
Nagaland 2137 2184 - 13052 12408 -
Tripura 3015 3473 3813 8647 9613 10213
Coeff. Of 153.60 153.75 150.81 18.58 15.54 13.17
var

Source: NEDFI Data Bank, Quarterly, Vol.1.Issue I, July, 2002




Table 2: Road Connectivity in the N.E. States (1999-2000)

States Total Road Length Road Density
(Km) (per sq. km.)
(1) (2) 3)

Arunachal Pradesh 13868 0.17
Assam 33343 0.425
Manipur 7172 0.32
Meghalaya 7328 0.33
Mizoram 6808 0.32
Nagaland 9498 0.57
Tripura 5902 0.56

Source: NEDFI Data Bank, Quarterly, Vol.1.Issue I, July, 2002,

Table: 3- Bank Branches, Deposit and Credit in North East Region in 1969

»

Table 4: Distribution of Bank branches, Deposit & Credit of Commercial Banks

States Bank Branches (Nos:) Deposit Credit
(Rs. in crore) (Rs. in crore)

e [ (2) 3 | @ (5) (6) (7) (8) 9) | (10)
T Vear | 1998 | 1999|2000 | 1998 | 1999 | 2000 | 1998 | 1999 | 2000

Arunachal 68 68 | 69 | 413 | 484 | 538 | 54 68 | 84

Pradesh

Assam 1241 | 1242|1263 | 6022 | 7035 | 8444 | 1978 | 2214 | 2701

Manipur 85 86 | 88 /| 283 | 406 | 459 | 167 | 169 | 172

Meghalaya | 179 | 179 | 181 | 1019 | 1147 | 1403 | 155 | 191 | 229

Mizoram 78 78 | 79 | 214 | 305 | 321 | 50 63 | 75

Nagaland 71 71| 70 | 545 | 739 | 770 | 100. | 116 | 118

Tripura 180 | 181 | 183 | 832 [ 1051 | 1274 | 283 | 309 | 327

. Source: NEDFI Data Bank, Quarterly, Vol.1.Issue I, July, 2002

States No. of Bank Deposits Credit
Branches (Rs. in crore) (Rs. in crore) Table 5: Per Capita Deposit & Proportion of Per Capita Deposit to Per Capita
Income in N.E.
i 2) a) @ e in N.E. States
Arunachal - - States Per Capita Deposit (in Rs.) PCD / PCI {in percentage)
Pradesh 1997-98 1998-99  1999-2000 1997-98 1998-99  1999-2000
Assam 74 48 20 (1) 2) (3) (4) (5) (6) (7)
Manipur 2 v ? Arunachal 3883 4377 5042 33 35 36
Meghalaya 7 ~ s Pradesh
Mizoram - 3 = Assam 2508 2868 3225 32 33 33
Nagaland 2 1 0.1 .
ag an Manipur 1279 2775 1975 14 17 17
Tripura 5 4 0.3 v
eghalaya 4803 5151 6245 0
Source: Syndicate Bank; Pigmy Economy Review = : =2 =2
Mizoram 2463 - 3394 3700 21 25 30
Nagaland 3362 4288 4068 26 35 33
Tripura 2545 2996 4905 29 31 48

Source: CMIE, Money & Banking-September, 2002 NEDFI Data Bank, Quarterly, Vol.1

Issue I, July, 2002




Table 6: Credit Deposit Ratio of N.E. States

(In percentage)

States Year

1997 1998 1999 2000
(1) (2) 3) (4) (5)
Arunachal Pradesh 10.73 13.13 14.07 15.68
Assam 35.18 32.85 31.47 31.99
Manipur 57.51 58.77 41.66 37.45
Meghalaya 14.27 15.17 16.68 16.30
Mizoram 14.02 23.17 10.60 - 23.26
Nagaland 24.04 18.33 15.70 15.34
Tripura 37.69 33.96 29.42 25.70

Source: CMIE, Money & Banking-September, 2002 & NEDFI Data Bank, Quarterly,

Vol.1.Issue I, July, 2002.

Table 7: Compound Growth Rate of Deposit in N.E. States

STATES 1972-82 1982-92 1992-2003 1972-199z
(1) (2) (3) {4) (5)
ARUNACHAL 34.5 25.39 16.98 68.65
ASSAM 2191 17.77 17.96 43.58
MANIPUR 26.43 19.52 18.28 51.11
MEGHALAYA 14.55 - 20.27 18.46 37507
MIZORAM 42.87 21.21 20.13 73.17
NAGALAND 2841 23.28 18.14 58.24
TRIPURA 17.75 22.68 20.85 44.45
N.E.R. 21.39 19.05 18.31 44.51
N.R. 20.67 17.26 19.6 41.49
E.R. 16.94 16.22 16.48 35.91
C.R. 20.09 18.19 18.51 41.92
W.R. 16.1 19.17 17.23 38.36
S.R. 20.37 17.75 19.59 41.73
ALL INDIA 18.55 17.86 18.35 109.37

b

Table 8;: Compound Growth Rate of Credit in N.E. States

1992-2003

STATES 1972-82 1982-92 1972-1992
(1) (2) (3) (4) ()

ARUNACHAL 54.73 32,51 13.87 105.03
ASSAM 218 19.13 11.47 45.1

MANIPUR 21.94 25.9 8.3 53.52
MEGHALAYA 17.96 20.7 22.14 42.39
MIZORAM 73.56 26.97 20.63 120.36
NAGALAND 37.92 25.14 4.77 72.59
TRIPURA 45.65 20.44 10.01 75.42
N.E.R. 23.38 20.12 11.94 48.21

N.R. 26.28 12.82 20.95 42.47
ER. 15.33 15.05 14.1 32.69
CR. 23.48 17.21 14.44 44.72
WR. 14.95 17.16 21.14 34.68
S.R. 18.69 17.33 17.66 39.26
ALL INDIA 18.72 16.03 18.7 37.76

TABLE-9: TOTAL CREDIT AND RURAL CREDIT OF COMMERCIAL BANKS IN
NORTH EASTERN STATES OF INDIA

(IN LAKHS OF RUPEES)
STATES 1991 2001 2003
TOTAL | RURAL | TOTAL | RURAL | TOTAL | RURAL
(1) (2) (3) (4) (5) (6) (7)

ARUNACHAL 7385 7361 8926 5880 14432 6979
PRADESH
ASSAM 183735 69813 | 319312 79963 | 369512 | 103247
MANIPUR 9494 2107 | 16456 4562 17921 3781
MEGHALAYA 9913 4815 | 27640 8168 62303 10938
MIZORAM 3141 1313 9957 3381 17616 4967
NAGALAND 10187 3441 | 12387 2215 16071 2574
TRIPURA 16880 7312 | 35524 16520 | 53737 20423

Source: QUARTERLY HANDOUT &BSR STATISTICS, 1991, 2001, 2003, RBI.



TABLE-10: TOTAL RURAL CREDIT AND AGRICULTURAL CREDIT OF COMMER-
CIAL BANKS IN NORTH EASTERN STATES OF INDIA

TABLE-12: SHARE OF MAJOR INSTITUTIONAL AGENCIES IN CASH DEBTS OF
RURAL CULTIVATOR HOUSEHOLDS IN NORTH EASTERN STATES OF INDIA

STATES 1991 o L‘qz}(()gf OF RUPEES) (IN PERCENTAGE) .
STATES 1991
RURAL AGRICULTURE| RURAL AGRICULTURE GOVERNMENT CO-OPERATIVES COVMMERGIAL

(1) (2) (3) (4) (5) - BANKS
ARUNACHAL (1) (2) (3) (4)
PRADESH 7361 677 5880 1084, ARUNACHAL
ASSAM 69813 13009 79963 15894 PRADESH 49.9 1.8 4.3
MANIPUR 2107 693 4562 1036 ASSAM 17.9 4.4 37.2
MEGHALAYA 4815 1727 8168 2267 MANIPUR 11.8 41.5 .
MIZORAM 1313 506 3381 526 MEGHALAYA 61.0 27.7 "
NAGALAND 3441 1143 2215 918 MIZORAM 97.5 : 0.06
TRIPURA 7312 2070 15520 4484 NAGALAND 3.2 2.5 355

Source: BSR STATISTICS, 1991, 2001, RBI. TRIPURA 20.1 12.3 48.3

TABLE-11: PROPORTION OF CASH DEBTS OF RURAL CULTIVATOR HOUSE-

HOLDS IN NORTH EASTERN STATES OF INDIA

Source: Same as Table: 11.

TABLE-13: SHARE OF MAJOR NON -INSTITUTIONAL AGENCIES IN CASH
DEBTS OF RURAL CULTIVATOR HOUSEHOLDS IN NORTH EASTERN STATES

OF INDIA
(IN PERCENTAGE)
STATES 1991 / (IN PERCENTAGE)
INSTITUTIONAL | NON INSTITUTIONAL | UNSPECIFIED STATES 1991
) 2) 3) @ AGRICULTURIST PROFESSIONAL FRIENDS &
MONEY LENDER MONEY LENDER RELATIVES
ARUNACHAL 1 2
PRADESH 77.3 19.4 3.3 ) 2) ) )
ASSAM 61.0 36.7 2.4 ARUNACHAL
PRADESH . . 53
MANIPUR 69.7 274 2.9 ASSAM 0.08 4.4 20.1
MEGHALAYA 88.7 11.3 s ' ' -
MANIPUR 3.3 : -
MIZORAM 98.1 19 : MEGHALAYA : - T3
NAGALAND 413 57.4 13 MIZORAM : 19
TRIPURA 80.7 19.3 : NAGALAND 39 5 23D

Source: Same as Table: 11.



TABLE-14: PROPORTION OF CASH DEBTS OF RURAL NON-CULTIVATOR
HOUSEHOLDS IN NORTH EASTERN STATES OF INDIA

B —

TABLE-16: SHARE OF MAJOR NON -INSTITUTIONAL AGENCIES IN CASH DEBTS
OF RURAL NON-CULTIVATOR HOUSEHOLDS IN NORTH EASTERN STATES OF

INDIA
(IN PERCENTAGE)
STATES 1991 (IN PERCENTAGE)
INSTITUTIONAL | NON INSTITUTIONAL | UNSPECIFIED ETATES 1991
(1) ) 3) (4) AGRICULTURIST PROFESSIONAL FRIENDS &
MONEY LENDER MONEY LENDER
ARUNACHAL - 2) ) AT
PRADESH 6.3 60.0 33.7 (1) (4)
ASSAM 72.7 27.3 : ARUNACHAL i
PRADESH i . :
MANIPUR 21.7 76.3 2.0 e . = S
xIEZ%HALAYA igg‘g - - MANIPUR* - - 7.4
NAGALAND 9 7 0 ;) - MECHRLA™ : : :
92 i 2 MIZORAM : . -
TRIPURA 96.2 3.8 :
NAGALAND s L 0.03
Source ; Same as Table; 11 ‘ TRIPURA 0.07 s 3.1

TABLE-15: SHARE OF MAJOR INSTITUTIONAL AGENCIES IN CASH DEBTS OF
RURAL NON-CULTIVATOR HOUSEHOLDS IN NORTH EASTERN STATES OF

INDIA
Jatis (IN PERCENTAGE
STATES 1991
GOVERNMENT CO-OPERATIVES” |, COMMERCIAL
BANKS
(1) (2) (3) (4)
ARUNACHAL
PRADESH : 15.4 55.2
ASSAM 18.0 17.5 28.0
MANIPUR 33 6.9 12
MEGHALAYA 100.0 : T
MIZORAM 100.0 " :
NAGALAND 77.4 223 . !
TRIPURA 315 13.2 51.2

Source: Same as Table: 11.

Source : Sameas Table: 11.
. *Note. In Manipur, share of others’ is higher in non-institutional sources.

TABLE-17: PROPORTION OF CASH DEBTS OF RURAL HOUSEHOLDS IN NORTH

EASTERN STATES OF INDIA
s (IN PERCENTAGE)
STATES 1991
INSTITUTIONAL | NON INSTITUTIONAL | UNSPECIFIED
(1) (2) (3) (4)
ARUNACHAL
PRADESH 65.0 26.4 86
ASSAM 64.4 33.9 1.7
MANIPUR 55.4 42.0 2.6
MEGHALAYA 90.6 9.4 §
| MIZORAM 98.2 1.8 :
NAGALAND 55.3 43.6 1.0
TRIPURA 89.4 10.6 2

Source: Same as Table: 11.



TABLE-18: SHARE OF MAJOR INSTITUTIONAL AGENCIES IN CASH DEBTS OF

-20: PRPORTION OF RURAL LANDLESS '
RURAL HOUSEHOLDS IN NORTH EASTERN STATES OF INDIA L ANDINNER

HOLDS WITHOUT CULTIVABLE LAND IN NER

(IN PERCENTAGE) (IN PERCENTAGE)
TATES 1991 : STATES ﬁ?gg%%% HOUSEHOLDS WITHOUT
CULTIVABLE LAND
R R ) COMrRInt 1993-94 1999-2000 1993-94 1999-2000
(1) (2) (3) (4) (5)
1 2 3 4 :
1 ) ©) % ARUNACHAL
ARUNACHAL PRADESH 15.38 - 19.81 22.81 25.38
PRADESH 41.6 1.5
— — = o ASSAM 11.77 14.37 34.55 35.38
: : x - - 04 MANIPUR 0.56 1.53 24.74 16.18
MANIPUR 9.2 ;-1 s ; MEGHALAYA 8.90 6.89 17.89 12.42
MECHEAYA o1.d : 232 . - MIZORAM 1.29 2.39 10.25 14.43
MIZORAM 97.6 B 0.06
NAGALAND 3.66 1
NAGALAND 21.0 73 27.0 — o : 2% 835 10.54
TRIPURA 265 128 299 : =L 2401 57.85
Source: NSS 50™ AND 55™ ROUND.

Source: Same as Table: 11.

TABLE-19: SHARE OF MAJOR NON -INSTITUTIONAL AGENCIES IN CASH
DEBTS OF RURAL HOUSEHOLDS IN NORTH EASTERN STATES OF INDIA

TABLE-21: SHG-BANK LINKAGE- NORTH EASTERN STATES: PHYSICAL
ANDFINANCIAL PROGRESS UPTO 31 MARCH 2002

(RS. IN MILLION)

STATES CUM.NO.OF [NO. OF SHGS| CUM NO.OF [ CUM, BANK BANK | CUM. BANK
(IN PERCENTAGE) SHGS GIVEN | GIVEN BANK | SHGS GIVEN|  LOAN LOAN |LOANUPTO
STRTES 55T , UBF;L\FIEJ)I; 5(83Al(;11 Lc;?% é)glro BANKLOAN [  UPTO IN 31 MARCH
_ 03. 03. UPTO 31.03.01] 31.03. -02° g
AGRICULTURIST PROFESSIONAL FRIENDS & (1) 2) (3) (4) = (053 T 200:3 = o
MONEY LENDER MONEY LENDER RELATIVES ARUNA ) i
. NACHAL 108 108 0.00 2.00 2.00
ARUNACHAL (! 276 748 1024 3.99 9.66 13.65
PRADESH . 8.7 44 MANIEUR 31 103 134 051 2.10 2.61
MEGHALAYA 160 19 179 4.06 1:73 5.79
ASSAM 0.05 35 17.7 MIZORAM : ; !

: : ;
MANIPUR 23 8.4 NAGALAND : ' 15 15 : 0.58 0.58
MEGHALAYA : ! 9.4 TRIPURA 5 2 7 0.32 0.01 0.33
YT ? 3 18 NORTH EAST 472 995 1467 8.88 16.08 24.96
T 30 P o3 INDIA 263825 239066 461478 4808.79 5454.59 10263.39
TRIPURA 005 14 6.1 Source: http://www.nabard.org/roles/mcid/highlights. htm

# Note: Includes repeat bank loans.

Source: Same as Table: 11.
*Note: In Manipur, share of ‘others’ is higher in non-institutional sources




TABLE-22: SHG-BANK LINKAGE- AGENCY WISE PARTICIPATION NORTH EASTERN
STATES: PROGRESS UPTO 31 MARCH 2002

(RS. IN MILLION)

STATES COMMERCIAL REGIONAL COOPERATIVE TOTAL
BANKS RURAL BANKS BANKS
NO.OF | BANK | NO.OF | BANK |NO.OF | BANK |NO.OF | BANK
SHGS | LOAN | SHGS | LOAN | SHGS | LOAN | SHGS | LOAN
(1) (2) 3) (4) (5) (6) O (8) )
ARUNACHAL
PRADESH 108 2.00 J g : : 108 2.00
ASSAM 179 184 839 | 1166 6 015 | 1024 | 1365
MANIPUR 134 2.61 2 : : d :
MEGHALAYA 62
MIZORAM 548 117 031 : g : 179 5.79
NAGALAND 3 . 15 0.58 : ; 15 0.58
TRIPURA 2. | 016 3 0.15 2 0.02 7 033
NORTH EAST 485 | 1200 | 974 | 1270 8 017 | 1467 | 2496
INDIA 274247 | 6009.07 | 188738 |3459.44 | 39906 | 794.88 |461478 [10263.39

Source: http://lwww.nabard.org/roles/mcid/highlights. htm






