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Mr. Sharma, obtained a loan from Au to finance the construction
of a small hotel near the train station in Jaipur. Mr. Sharma
previously operated a food trolley in the train station. With money
he saved, he built the first floor of the hotel. However it was not
successful due to its small size. He reached out to various
lenders for financing to add more floors to the hotel. After being
rejected by all other lenders, he obtained the financing of Indian
rupees 1.5 million in 2011 from Au. Since he had not taken any
loan previously, he could use the hotel property as collateral.
Mr. Sharma used the loan to build two additional floors with 27
rooms in all. The hotel now employs 10 people, including him
and his family. Previously, he had earned a monthly income of
Indian rupees 30,000 a month from his food trolley business.
While, he has still retained that business, he now makes an additional Indian rupees 100,000 a

month on average from the hotel. Mr. Sharma said that he may soon apply for an additional loan
from Au to further expand his hotel.
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The client, Mr. Nayak, runs a tour and travel business
named Akshay Tours. He obtained his first CV loan
from Au in 2010, and now owns five CVs. Before Mr.
Nayak began his business, he worked in a hospital,
earning Indian rupees 15,000-20,000 a month. Now,
income from his fleet is around Indian rupees 100,000150,000 a month, representing a multiple of five to ten
times his previous income. He was also able to buy a
house with a housing finance loan from Au. He
previously rented a house at a rate of Indian rupees 7000 a month. In addition to these improvements to his
income and standard of living, the business also employs Mr. Nayak’s son, and four other drivers. Further,
Mr. Nayak now files taxes for himself and for his business, thus expanding the tax base in the country.
The client explained that he worked with Au FINANCERS because they did not require paperwork from him
that would have been difficult or impossible to obtain. He only needed to present a guarantor to receive
financing. He thus obtained in total five CV loans from Au, of which three are currently paid off in full and two
are still outstanding. He subsequently obtained an MSME loan to further expand his business and a housing
finance loan to purchase a house. The home served as the collateral for both these loans. He can now obtain
financing from other banks because of the documentation and credit history he developed with Au.
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The client, Mr. Mishra, runs a school in Jaipur. The school, which
was started in 1994, teaches from kindergarten to 12th grade, and
has around 1,200 students. The school employs 60 people in total
including teachers and other staff. The client obtained an MSME
loan for Indian rupees 1.5 million from Au for construction of two
additional floors to the school, with an area of 4,500 square feet.
These new floors would enable the school to add approximately 300
to 400 additional students, as well as labs and a library. The plan
was to add approximately another 10 teachers as well, thus not only
expanding educational opportunities but also employment
opportunities.
Mr. Mishra currently earns between Indian rupees 3 to 5 million
annually. He expects the income to grow by 20-25 percent once the
construction and school expansion is completed. At the time of our visit the school had applied for an
additional loan from Au in order to complete the construction. Mr. Mishra said that he had previously received
a loan from another source, but that he chose to work with Au due to the ease of loan processing.
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The borrower, Mr. Sharma, works for a promoter who
manufactures bearings for cars in Jaipur. The facility visited
is owned by the promoter, who also supplies machine
operators with raw materials for production, and pays
employees based on their production. The facility has four
machines, one of which was purchased by the borrower
using the loan proceeds from Au (cost of machine: Indian
rupees 1,500,000 loan amount Indian rupees 1,250,000).
Besides working in the facility himself, Mr. Sharma also
employs a machine operator. Further, the facility as a whole employs (at least) two women employees to
conduct quality control and pack the bearings. The borrower owns a house, which he used as collateral for
the equipment loan from Au.
Before purchasing the machine, Mr. Sharma used manual processes to produce the bearings. According to
the borrower, his production increased tenfold after he started purchased the new machine. The quality of
the product also increased significantly, and he is now able to obtain a price of Indian rupees 3 per piece
from the promoter, compared with a price of Indian rupees 0.10 previously. Due to the increase in
productivity and quality (and despite an increase in electricity consumption), the borrower’s net income has
increased ten times. Since receiving the loan from Au, Mr. Sharma was also able to purchase two
additional machines with loans from state banks. These subsidized loans were available to him now
because of the documentation built up through his borrowing from Au, thus representing another tangible
benefit to his income and livelihood.

15

[24]

16

[24]

17

18

Source: Au loan files, loan officer review and authors’ computation
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Source: Au FINANCIERS MIS data and loan file review.
Note: figure in parenthesis is no. of observations.

commercial vehicles (MUV) and
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Table 3: Jobs supported and created by the finance of commercial vehicles

Source: Authors computation based on loan file review and field interview, figures in parenthesis are Au’s contribution

Mr. Lal is a long-time Au client. He got his first
vehicle loan from Au in 1997. Previously, Mr. Lal
made a living by washing cars, earning around
Indian rupees 1000 a month. Now, he has a fleet
of 14 cars used to transport children to schools,
by which he earns Indian rupees 50,000 a month.
All the borrower’s cars were purchased with loans
from Au, which is his only source of financing. He
originally approached Au for funding since he
knew the relationship officer. He has since
maintained a perfect track record of repayment
with Au, which has enabled him to expand his assets successfully.
The business developed by Mr. Lal has had many positive implications for his life and others lives. He
now employs 14 drivers as well as his brother in his business. Beyond the tremendous increase in his
income, he has been able to renovate his house (which he received as inheritance), purchase two plots
of land, and spends most of his income on educating his three teenage kids (a girl and two boys), as
well as his brother’s two children.
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16. http://www.ey.com/IN/en/Newsroom/Newsreleases/Press-Release_Indian-Commercial-Vehiclesales-to-hit

1.

The fiscal year in India runs from April to March.

2.

The MSME analysis is based on review of MSME loans
between Indian rupees 500,000 to Indian rupees 2.5
million.

3.

After adjusting for inflation.

4.

This result differs marginally from the extrapolation
result (Indian rupees 460,000 loan is expected to result
in one additional job) as the regression coefficient is a
more conservative estimate and is significant at 90
percent level of significance.

5.

17. SME in India are defined by asset size of total
investment in machinery and equipment. The usual
perception is that enterprises who take loans of
Indian rupees 5,00,000 (US$ 8,000) would have total
investment of at least Indian rupees I million which is
the local SME definition. As the sample includes
enterprises that took loans greater than Indian
rupees 500,000, we can conclude that the sample
does not include any micro-enterprises. Hence the
sample and associated extrapolation would be
applicable to SMEs.
18. Au refers to loans greater than Indian rupees 2.5
million as SME loans. However these are usually
considered as corporate loans in the local context.
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