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XS and the AP Microfimance Crisis

The Andhra Pradesh Crisis: Nicro-Finance Suicide Epidemi

Andhra Pradesh, India - Reporter; Michael Finan
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[MFR news] Andhra Pradesh, where three-guarters of the 76 million
people live in rural areas, suffered a total of 14,364 suicide cases in
the first nine months of 2010, according to state police. And in late
2010, more than 200 poor, debt-ridden residents of Andhra Pradesh
killed themselves to escape payments or end the agonies their debt
had triggered, according to media reports compiled by the government
of the south Indian state. The state blamed microfinance companies
— which give small loans intended to lift up the very poor — for fueling
a frenzy of averindehtedness and then pressuring borrowers so
relentlessly that some took their own lives,
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- Lower middle income country (World Bank)
- 267 million people (21.9%) are living under
the poverty line ($1.25 per day)

- No. of borrowers increased 5-fold in just
six years until 2010 ..
- In 2011, $4.3 billion loans were given out - s
- 90% were concentrated in two states: -
Andhra Pradesh (AP) and Tamil Nadu =
- Nickname of AP = Rice Bowl of India
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Micro-finance in Andhra Pradesh

Original Expectation and Evenlual Oulcomes
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- In 2011, there were 31.4 million MFI
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Country and Sector Sector Analysis

- Lower middle income country (World Bank)
- 267 million people (21.9%) are living under

the poverty line ($1.25 per day)
- No. of borrowers increased 5-fold in just T
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Six years until 2010 .
- In 2011, $4.3 billion loans were given out
- 90% were concentrated in two states:

Andhra Pradesh (AP) and Tamil Nadu
- Nickname of AP = Rice Bowl of India

Minra finanna in Andhra Dradach
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- 90% were concentrated In two states:
Andhra Pradesh (AP) and Tamil Nadu
- Nickname of AP = Rice Bowl of India

Micro-finance in Andhra Pradesh

Original Expectation and Eventual Outcomes
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- In 2011, there were 31.4 million MFI
clients in India

- For AP: 17.3 million SHG members; 6.2
million MFI clients (highest concentration)
- Loan: up to Rs.62,527 (AU$1,130) per
household
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Assets - to buy machines for their business such as drilling machine for 2% =>-Now Susiness
X . . 20
carpentrv business, sodamaker for a cold drink store, or sewing = | | @ 2%e-eccccccccccccccncnncnnns =» Funeral
machines and raw material for preparing jute and bamboo items i b bbb » Business

Agriculture | - to purchase seeds and fentilisers to grow crops Kooooonnnnecnnnncccccccaa- » Other festival
Business - to set up or expand small businesses, e g. kirana shop, tiffin v e e e e v e e » Marriage
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Acquisition of | - to buv auto and commercial vehicles for renting
Assets - to buv machines for their business such as drilling machine for Memmemme e =p New business
carpentry business, soda maker for a cold drink store, or sewing 2 mmmmmmm e e m e — e ———————— -p Funeral
machines and raw material for preparing jute and bamboo items ettt p Business
Agriculture - to purchase seeds and fertilisers to grow crops K || Sy p Other festival
Business - to set up or expand small businesses, e.g. kirana shop, tiffin Ymmmemeec e e e e e » Marriage
centers and cvcle repair shop 3Ymmmmm e e e mmemmmao » Repay old debt
Consumption | - to support children’s education, (Y%emmcmccnccnccncccncnn- - Education
- to buy household items such as fanand TV [ P » Home
Heath - for emergency, e.g. Illnesses and accidents 16%==sssssanns » Agriculture
- for pregnancy and baby care 22% = = = = 4 Health
- to pay medical fee 27% <+ Household Consumption
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The Andhra Pradesh Crisis 1s

surely the deepest crisis event in
micro-finance so far... ...
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[IMFR news] Andhra Pradesh, where three-quarters of the 76 million
people live in rural areas, suffered a total of 14,364 suicide cases Iin
the first nine months of 2010, according to state police. And in late
2010, mare_than 200 poor, debt-ridden residents of Andhra Pradesh
killed themselves to escape payments or end the agonies their debt
had triggered, according to media reports compiled by the government
of the south Indian state. The state blamed microfinance companies
— which give small loans intended to lift up the very poor — for fueling

a frenzy of gverindebtedness and then pressuring borrowers so
relentlessly that some took their own lives.

In an interview, the daughter of borrower Dhake Lakshmi Rajyarn
cried. In fact, Rajyarn was unable to pay off AU$2,400 owed to elgh

different companies. Their employess urged other borrowers to seize
the family's chairs, utensils and wardrobe and prawn them to make



