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FOREWORD

In pusuance of a recommendation made by the Asian and Padfic Regiona
Agricultural Credit Association (APRACA), the National Bank for Agriculture and
Rural Development, in collaboration with some of the other member-institutions of
APRACA, uncertook field studies of seleded self-help group experiments for the
benefit of the poa. These groupinitiatives related to various developmental adivities
including savings and credit to med their neals. This consolidated report brings
together the salient findings and the insights gained from the various case studies
condwcted by the Study Team constituted for the purpose. The report aso dscusses
their implicaions and relevancefor financia institutions and development agencies.

The Seventh Five Yea Plan has emphasised the need for assciating voluntary
agencies closely with rural development programmes, particularly the powverty
aleviation efforts. This report points out that the initiative of formation d self-help
groups owes its origin primarily to the dforts of cetain vduntary agencies. In a
sense, this Study represents a ontribution to understanding how the voluntary
agencies have promoted the development of target groups through the instrument of
self-help.

The groups forming the subjed matter of case studies have mme into existence for
adhieving cetain avowed oledives. Despite differences in the @mpaosition o
groups, socia charaderistics of members and types of adivities pursued, the one
common feaure dharaderising al of them is the desire to seaure greaer ecnamic
strength through group formation and coll edive dforts, espeaally when they find that
delivery mecdhanisms are not reading them to the desired extent.

In their seach to find solutions for meding their pressng credit needs, the groups
have evolved some innowations in regard to promoting thrift, poding their small
savings and uili zing the resources  generated to, med the members essential credit
needs, including consumption. The formal credit institutions, who are required to
broad-base their rura clientele and finance in ewlogicdly risky areas, could perhaps
look into these innowetive experiences with a view to devising more gpropriate
instruments and pdicies.

On the other hand, the self-help groups as well as' promotional institutions will
have to appredate that banks have to function in a given socio-Legal framework,
necesgtating observance of certain formalities and pocedures. However, a doser
dialogue between self-help groups and the bankers may possbly lead to widening of
the accesof the poa to formal credit and harnessng the energies of these groups by
seauring a better impad of credit asgstance The study report is being pulished in the
hope that it will be read with interest by the bankers, voluntary agencies, officials and
others concerned with rural development

(M.V.Gadgil)
Managing Diredor
NABARD
Bombay

21 March 1989.
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CHAPTER 1
METHODOLOGY

In the context of the basic objectives laid down for the survey, it was decided to limit the
scope of the present case studies to informal self-help groups of the poor. Hence, formal
groups like registered cooperatives, or even informa groups like extension groups
promoted by governmental agencies for disseminating technology were kept out of the
purview of the studies.

1.2. The spedfic objectives of the case studies were dedded as follows

() to understand the badkground of the emergence of self-help groups,
their composition, methods of working and their linkages with the financia
institutions, and

(i) to examine possbilities for development of linkages between the self-help groups,
self help promotion institutions and the financial institutions for providing support to the
self-help initiatives of rural development.

1.3 . The information base on the existence and functioning d SHGs was found to be
inadequate to plan the survey. However, some documentation on the location and
functioning of voluntary agencies was available. Information on some of them suggested
that they have ether worked with traditional groups existing in rura aress or have
consciously adopted formation of groups of poor as a strategy in their working. It was,
therefore, decided to obtain more information on the dharaderistics of such groups in
terms of their composition and adivities with whom such voluntary agencies were
familiar or assciated. Based on the documentary information available and some
personal experiences of study tean members, it was decided that the tean members visit
selected voluntary agencies and through informal dialogue obtain information on
existence and working of the SHGs or on other voluntary agencies who were known to
them to be workingwith SHGs. This preliminary visit was over 17 states and covered 43
voluntary agencies. Additionaly, letters were written to over 175 voluntary_agencies
spread over 17 States, available information on whom suggested their involvement with
group based economic adivities. Mail response was, however, recaved from only 30
agencies and only 8 were found to be engaged in group based activities including 5 who
had links with promotion of savings and credit activities.

1.4 The information so compil ed showed that SHGs have generaly been promoted by
voluntary agencies,® who, therefore, can be cdled sdf-help promotion institutions
(SHPIs). The SHGs, so identified in the preliminary seach were found to cover
economicdly and socialy weder sedions like tribals, scheduled and badkward castes
and women, who were engaged in various types of economic activities like farming,
handicrafts, petty trade, forestry and forest based adivities.

1.5 It was, therefore, dedded to include in the present study SHGs with dverse
charaderistics and situated in different ecologicd situations  that insights could be
gained into their evolution, composition, adivities, linkages with voluntary agencies and
forma ingtitutions as aso their future plans.

1.6 For operational convenience, it was dedded that the Team members would

! One reason for this characteristic could be the fact that SHGs were identified through a
dialogue with voluntary agencies



undertake case studies in selected States and prepare individua reports on the SHGs
covered by them.? Thiswork was divided as under:

Member Institutions on Study Team States Covered
National Bank for Agriculture and Rural Madhya Pradesh, Rejasthan and
Karnataka *

Development

National institute of Bank Management Maharashtra and Gujarat Tamil Nadu and
Centre for International Cooperationand | Kerala
Training in Agricultural Banking.

National Federation of State Co-operative | Andhra Pradesh
Banks Ltd

National Co-operative Agriculture and West Bengal and Orissaa
Rural Development Banks' Federation.

State Bank of India Bihar

* National bank also covered 3 SHGs in Tamil Nadu which were promoted by a SHPI
based in Karnataka.

1.7 In order to maintain uniformity in colledion of information, four sets of survey

schedules were prepared. The first related to collection o basic information on
demographic, emlogical, social and emnomic badkground against which SHGs have
come up. The second was to colled information on the evolution and composition o
SHGs, charaderistics of members, their adivities, linkages with other informal and
forma agencies, economic strength of the SHGs and their members, their credit neals
and future plans and difficulties faced by them. The third set was to dbtain information on
the genesis, objectives and approacdhes of associated SHPIs, their perceptions about the
rural poor and their development and on the role of formal agencies. The fourth set was
to adbtain information on perceptions of field level bankers on the needs of the rura poor,
role of SHGs and SHPIs and dfficulties faced in providing assstance to them. The team
members were expeded to follow dialogical approach in their efforts of information
collection.
1.8 The survey covered 46 SHGs gread over 11 States and associated with 20 SHPIs.
Seventeen SHGs had collection o savings and provision of credit as a mgor adivity, 13
SHGs were engaged in farming o farm based adivities, 5 SHGs were engaged in socia
forestry and aff orestation, 8 SHGs were engaged in non-farm activities and 3 SHGs had
various integrated activities. (Please seeAnnex | for detail s).

1.9 Based on the individual reports of case studies prepared by study team members, the
National Bank for Agriculture and Rura Development undertook to prepare this
consolidated report bringing out the salient findings and conclusions of the entire survey.

2 The field studies were undertaken by the members in August- September 1987



CHAPTER -2
RESULTSOF CASE STUDIES

To facilitate a better understanding of the process of emergence of the SHGs, their
composition and methods of working, their range of activities, and ather related aspeds,
the salient features of each category of the SHGs are discussed below separately.

Savings and Credit Self-Help Groups

2.2 Despite the vast expansion of the formal credit system in the country, the dependence
of the poor on moneylenders dill continues in many areas, more so for meeting
consumption neals and other pressng socia obligations. The most vulnerable ae
marginal and small farmers, agricultura labourers and rural artisans. They mostly belong
to the socially and economically badkward castes and tribes. Occurrence of natural
cdamities like droughts or floods compound their problems. Personal tragedies and
‘customary' ceremonies entail heavy expenditure. All these canot be avoided, and there
israrely anything to fall back upon except the ubiquitous moneylender.

2.3 Whenever these people have some work, some produce to sell, some wares to
market - and many a time even this is seasonal- they do have some income. Much of it
goes to med their subsistence needs and to an extent to clear old debts. If some small
money is dill | eft on hand, it tends to ‘get spent’ on any of the usual needs because there
is 'no place to keep it safe for the rainy day®. The myth that the 'savings' available with
these people ae too small and too infrequent to be 'bankable' has aready been dispelled
by certain innovative methods like ‘pigmy' deposit scheme, 'part-time banker' and
'purchase of savings gamps devised by some forma agencies... By and large, however,
the formal savings institutions have remained away from the rural poor, as the former did
not ‘reach’ them and the latter were too far away to use them. This appears to have led
many voluntary agencies** to promote formation of informa groups of the rural poor
and encourage them to save, even if in small amounts, with aview to hel ping themselves
in financing their needs. The outcome has been the evolution of various methods of
organisation, colledion, management and use of funds.

2.4 As mentioned earlier, the present survey covered 17 such locdised 'agencies. All
these were 'groups of people who saved, governed and managed the funds themselves,
quite often with the help of a SHPI. The 17 groups® covered under the survey were
distributed as foll ows:

% VWhile the epansion in branch network of commercid banks has been quite
impressve there ae still a large number of villages and hamlets which may not have a
branch in less than 10 kmsto 20 kms. With poor surface transport, this turns out to be too
long a distance for day-to-day operations.

** "Non-governmental organisations (NGOs), also referred to as SHPIs in the report.

* Please seeAnnex |l for the ommplete list with their major charaderistics.



Coverage of Savings and Credit Groupsin the Survey

Of poor Promoting SHPIs

State gﬁgg Members OOrf]Iypoor & not so
poor
M F M&F
Andhra 2 AndhraMahilq
4@ - 2 2 2 Sabha and Thrift
Pradesh o
Coops Association
Karnataka 3 1 1 1 2 1 MY RADA
Tamil Nadu 3 1 1 1 3 3 MY RADA
Rajasthan 5 3 2 2 -
Nazaeth Ashram
Kerala 2 - 2 - 2 and Keradla Gandhi
Smarak Nidh
17 5 6 6 11 6

M: Mae F: Femae ;@ The two female groups were promoted by SHPIs; the other two
groups evolved on their own.

Emergenceof Self-Help Groups

2.5 Based on the limited number of case studies covered under the survey, it is observed
that whenever a SHG was promoted by a SHPI, it generally comprised members of the
weaker sedions only; in contrast, whenever a SHG emerged on its own, or was
influenced by a SHPI (e.g., Seva Mandir in Rajasthan) working in the aea through
‘programmes like alult education, hedth care, lab to land programmes, etc., and
preaching the importance of thrift and small savings, though na necessrily involved
adively in the SHG's credion, it generally included members of the poor as well as the
not-so-poor househalds. Thisis © because the later type of groups are usually promoted
by the better off people in the vill ages whereas the former type of groups are promoted by
the @ncerned SHPIs with the spedfic am of involving the poor.

2.6 The 'target group' of most SHPIs is the rural poor, but formation of groups of target
population for their betterment is always not that essy. There is always opposition from
the well-to-do and socially dominant classes of rural population to such initiatives, since
the rural poor becoming a collective force is viewed as threa to the former group's
economic and social status in the village. The SHPIs have, therefore, evolved diff erent
approaches. MYRADA, for example, avoids a 'confrontation’ approach and starts the
work in a village with a whole-village programme through Village Development
Associations; slowly the poorer people ae weaned away from the influence of othersin
such a manner that the richer peasantry either becomes indiff erent to the group or retains
only an 'advisory' role. Many agencies including Andhra Mahila Sabha (AMS), Kerala
Gandhi Smarak Nidhi (KGSN), Nazaeth Ashram (NA) and MYRADA have relied on
the resourcefulness of the women and have cncentrated on forming groups involving
women only. It is reportedly easier to form groups of poor women through programmes
like health care, etc., and then gradually initiate them into other activities. They may face
opposition from their own men folk but, at least, not from their better-off counterparts
whose own social reservations keep them away. Most of the SHPIs were, however, found
to be promoting more than one development adivity in agiven area

2.7 Seven of the 17 groups gudied had about 20-25 members, eight had about 45-60
members and two had over 20 members. Three were bregk away groups, al with less



than 26 members, from other larger ones in the same village. The man reason for
divison into smaller groups was 'absence of opportunity to participate actively in the
large group'. Put in simple words, even within the groups of backward or poor people the
lower castes and sub-castes tend to get 'ignored'.

2.8 Voluntary agencies have been working in the field of rural development for quite
some time. The exlier efforts of voluntary agencies have been more in the diredion of
improving the access of the poor people to the formal credit institutions. But, their
initiatives in promoting informal structures to help the poor save axd promote self-
reliance in financing has emerged in recent years only. As such, majority of the SHGs
studied are lessthan two yeas old. However, it may be mentioned in this context that the
practice of ‘chit funds® has been widely prevaent in certain regions of the muntry, even
in the rura areas, though these were not devoid of risks.

Profiles of Savings and Credit Groups

2.9 Profiles of six typical SHGs out of the 17 savings and credit SHGs covered in the
case studies are presented below with a view to showing how these groups are organised,
whom they cater to, what functions they discharge, how they manage their saving and
credit activities and what relevance they have for improving the economic conditions of
the poor.

Shiv Samuh Sangrah Samiti

2.10 Sgja-ki-Bhagal is a small hamlet of the village Balon-ki-Bhagal in Udaipur district
(Rajasthan). It has 40 households, al of whom are farmers having land holdings ranging
in size from 2 highas (lessthan an acre) to 15 highas (6 aaes). Seva Mandir, a SHPI has
been working in the aeafor the last 15 years with various programmes like alult literacy,
non-formal education, agricultural extension, etc. During their contacts with farmers, the
SHPI workers discussed the usefulness of thrift and common funds for mutual help.
Mutua help in the form of 'adasi-padasi’ (exchange labour) was aready prevalent in the
village. The SHG named Shiv Samuh Sangrah Samiti (Shiv Collective Savings Society)
was born in January 1985, as a result of repeaed advice of the SHPI, though the latter
was naot diredly involved in its formation and functioning. All the households in the
hamlet are members with 4 households having their womenfolk also as members. There
is an elected committee to run the dfairs of the group, but it has no powers.

2.11 Each member contributes Rs 10 per month and the total monthly colledion taken
as aloan by one member, whose turn is determined by drawing of lots in the very first
month. It can be repaid in 10 equal monthly instalments at an interest rate of 1 per cent
per month. Delayed payment of monthly contribution entail s a fine of Rs 5 per day and
delayed loan repayment involves a penalty of Rs 5 per month. With interest accruals, the
SHG built up a small fund and began gving emergency loans upto a maximum of Rs
100, to be repaid in one month, bearing interest at the rate of 10 per cent per month. This
loan required two guarantors and could be taken only once by a member. The loans
(granted by turn) were often used for consumption but emergency loans were used for
buying seeds and manures also. All dedsions were made in the monthly meetings of the
entire group. The SHG was formed for a 5-year period, after which the profits to the SHG
due to interest accruals will be equally shared. Five members of the group had taken bank
loans for construction or renovation of wells much before the formation of the SHG, but

® 'Chit funds entail regular monthly or weekly contributions and borrowers have to 'bid" for
loans.



were unhappy as the loans provided by the bank were inadequate for the purpose and the
investments fail ed to give adequate returns.

Tumder SHG

2.12 Tumder in Udaipur district is a small village with 180 households, al but one of
which are tribal. All are engaged in farming, with size of holdings varying from 2.5
bighas (one are) to 12 highas(about 5 aaes). Hardly 10 househalds have some irrigation
fadlity through wells. The system .of exchange of human labour and also human labour
in exchange of bullock use is common. For such exchange, only kind wage in the form of
food has to be provided and the pradice of cash wage payments does not exist in the
vill age. Moneylenders from the neighbouring bigger villages constitute the major source
of financein times of need; the interest rates charged by them vary from 12 per cent to 25
per cent per month and the loans are provided against mortgage of immovable property
and livestock. This village falls under a ammpact area ©vering 54 villages in which Seva
Mandir operates. The SHG in this vill age was started in 1985 with 15 members, but now
has 45 members including 4 women.

2.13 Apart from making small initial one time payment to cover the cost of passbooks,
etc., the members of SHG contribute a minimum of Rs 5 per month, though larger sums
are welcome. The maximum contribution made by a member in one month so far is Rs
60. However, if a member is unable to contribute during any month, he can deposit the
minimum monthly, contribution at a later period. An eleded committee of five members
meets twice amonth to consider requests for loans, which are given at an interest rate of
1 per cent per month to be repaid within a period of 7 to 8 months, though there ae no
rigid repayment schedules. Priority needs for grant of loans are sickness and children's
education loans are often given to med consumption needs although productive purposes
are adso covered. The maximum amount of loan so far given to any member is Rs 400,
which was granted for purchase of one loca small bullock. So far, 25 members of the
group have borrowed, but becaise of severe drought conditions, 15 of them have become
defaulters. The SHG, however, dedded against any penaties as the default was
occasioned by a natural cdamity and permitted them to repay gradually as and when the
members receve wages under an afforestation programme being run by the concerned
SHPI. The flexibility in making savings contributions or in loan repayments was
considered necessary by the group in view of the poverty of its members and the alverse
agro-climatic oonditions, but this resulted in an uncertain funds position for the SHG.

2.14 The SHG kept its liquid cash in ajoint savings account with a cmmercial bank
branch in a neaby vill age, as the branch concerned dd not permit opening of the account
in the SHG's name. Due to, a couple of defaults on loans sanctioned ealier, the same
branch is not sanctioning any loan now in this village. In the recent past, 3 or 4 farmers
had obtained loans for wells and pumpsets from a branch of another bank in Udaipur,
though after incurring some incidental costs.

Mylardevpally Sahakar Sangham

2.15 Mylardevpally is a village only 10 kms. from Hyderabad (Andhara Pradesh) and has
6bo households®, of which nealy one fourth belong to scheduled castes. The vill age is
electrified and its nearness to Hyderabad city provides it with many fadlities. Despite

6 Apart from these, a wlony of 400households has been developed by Hyderabad Urban
Development Authority in the village.



this, about 95 per cent of the aedit needs of the villagers are estimated to be met by non-
formal sources, including private chit funds. The vill agers first mooted the idea of having
an informal cooperative society in 1971 to encourage thrift, provide aedit and take up
other welfare ativities. The Sahakar Sangham (Cooperative Group) was thus organised
in 1971 after the villagers had sought advicefrom a similar caste-based group functioning
in a neighbouring vill age. It has now 230 members which include - big farmers, small
farmers, agricultural labourers, artisans and traders.

2.16 The dfairs of the Group are managed by a Committeeof members (5 eleded and

4 nominated) having athree-year term. It meds every month and has powers to dedde dl
affairs. The Committee @mprises members belonging to the socially and economicaly
advanced 'Reddy’ caste only; in fact, the same members have mntinued on the committee
for the last 15 years. The committee is asgsted by a full-time paid assstant who
maintai ns acwunts.
2.17 Apart from an initial entry fee of Rs 5, each member was required to contribute a
minimum thrift deposit of Rs 5 per month. The savings contribution eaned an interest at
the rate of 6 per cent per annum. Failure to deposit the monthly contribution entailed fine
of one rupeeper month and three mnseautive failures meant lossof membership. In order
to ensure that a member does not gain ‘controlling rights by depositing large sums, the
accumulated sum of thrift deposit by a member was limited to Rs 350°. A Sangham
member is prevented from becoming member of any other similar society or group.

2.18 Members can take loans after completing a period o 6 months by making a
forma applicaion an an applicaion form to be purchased from the Sangham. Loan
amounts can range- from a minimum of Rs 100 to a maximum of thrice the member's
depaosits. Loans cary an interest rate of 1 per cent per month and are repayable in 10 to
20 equated monthly instalments. A small contribution (50 peise per Rs 100 of loan) has to
be made by the borrower to the welfare fund, of the Sangham. Delayed repayment carried
apenalty of 60 paise per Rs 100 per day. In 1976, the Sangham was divided operationally
into two and in 1987 into threewings. The Pradhan (main) Sangham with 123 members
has fixed the monthly contribution a a minimum of Rs 50 and loan amount upto Rs
6,000; for Upa (sub) Sangham-With 107 members, the respedive anounts are Rs 10 per
month and Rs 4,000 and for recently formed Pradhamik (primary) Sangham (for petty
traders) Rs 10 per month and Rs 1,000. The ailing on total deposits has been raised to Rs
1,700.

2.19 - The Sangham rents out utensils, tents and a hall for cdebrations, etc. It has also
promoted a fixed deposit scheme carying interest of 15 per cent per annum and 'kiddy
bank' to promote thrift by chil dren*.

2.20- Though the Sangham's annual turnover exceals Rs 4,50,000 it continues to be
informal and has no association with any bank or even with any SHPI. The SHG lealers
are opposed to developing any links on the ground that they would be forced to foll ow
rules and regulations which may not be welcome by them. They were gprehensive of
‘government intervention' and the chances of getting caught up in delinquency in loan
repayment and presaures to write-off loans. Their aversion to external inspection or audit,
however, appears to go beyond the reasons of ‘'interference

" Whether membership would continue without making monthly contributions after
reaching this celling was not clea. The SHG, perhaps, did not envisage such cases in
near future.

* The survey team was not very clea about the operation of fixed deposit and kiddy bank
schemes.



Saraswathi Mahila Podupu Sangham

2.21 Khimapur is a small village in Andhra Pradesh with less than 20 households.
Andhra Mahila Sabha, a voluntary agency working for promotion of women's welfare
and Thrift Cooperative Association (TCA-'It is awing d SAMAKYA , an autonomous
voluntary agency providing consultancy services to cooperatives. TCA is an asciation
of informal bodies promoting thrift) had organised in 1986 an awareness programme for
women in Khanapur when the idea of forming a SHG exclusively of women was mooted.
In a month's time, the Saraswathi Mahil a -Podupu Sangham (Saraswathi Women's Thrift
Group) was started with 35 members who were dl income erners through wage labour
or petty trade. Though a President and a Seaetary were deded, al decisions were made
by the entire group in their monthly meetings.

2.22 Each member was to contribute Rs 10 per month for six months, during which
period small loans of upto Rs 500 could be given to the needy members from the monthly
colledions. Loans were to be repaid within two months and carried interest at the rate of
3 per cent per month. Delayed monthly contribution or loan repayments invited a penalty
of 50 paise per day. The Sangham had too small a resource base and could not meet the
credit needs of members fully. Coupled with this was the fact that members did not fully
comprehend the terms and conditions, especially those related to penalties, and these led
to defaults and finally waiver of penaties. On completion of the first six monthly period,
the profits were equally shared among the members before the adivity started anew with
new membership. This SHG had no links with banks and was 4ill a fledgling requiring
the SHPI's help continuoudly for even day-to-day operations.

Dr Ambedkar Raitha Sangha

2.23 Guittlur is a small hamlet in Kolar district (Karnataka) with 20 households, al of
whom belong to a scheduled caste. Most of them are small farmers and had to goin
search of wage employment quite often. About one-fourth of the area ould be irrigated
from a small tank adjoining the village boundary. They dl practiced traditional
agriculture as they lacked both knowledge and inputs for modernizing their agriculture.
MYRADA, a SHPI, discussed with them the possbiliti es of introducing new varieties of
paddy when the irrigation tank was full and there was hope of irrigating the paddy crop.
This siccesshelped establi sh further dialogue and the savings and credit group called Dr
Ambedkar Raitha Sangha was born in October 1986. All the househalds, including three
households headed by women, paid an entry feeor share amount of Rs 10 eat and aso
decided to collect savings on a weekly basis on a one rupee saving card. (Saving cards
are post card sized, usualy have serial numbers printed in 10 rows and 10 or 100
columns, each entity signifying a fixed amount, say 10 paise. A saver can take a card
suiting his minimum capacity to save & any time like 1 0 or 2S paise. Every time the
saver has some money it can be surrendered to the nominated colledor, usualy the
President or Treasurer of the SHG, who will stamp the equivalent serial numbers, e.g., if
40 paise ae saved on a 10 paise ard, 4 numbers on a olumn will be stamped. Four
stampings will show the saver that he has saved 40 paise.)

Cards with smaller denomination were rejected as a matter of their prestige. It was found
that whenever wage employment is available in the aea, members were & times able to
save even upto Rs 40 in four to five conseautive days. Though a President and Secretary



have been eleded, the entire group meds every Friday morning to collect savings and
take other dedsions. The Sangha has a joint savings bank account operated by two
authorized members.

2.24 The Sangha started credit operations first by giving small crop loans to nine
farmers for paddy cultivation. Activities were further expanded by the group taking a
loan of about Rs 3,000 from the SHPI for giving crop loans to its members loans from
their own resources have been gven for various purposes, such as family consumption
needs, marriage, cleaing of old loans and setting up of a petty shop (by a woman who
could not cultivate her small piece of land). Through consensus, the Sangha dedded that
consumption loans and loans for petty businesswould carry interest at the rate of 3 per
cent per month, and crop loans and loans for animal husbandry would entail interest at
the rate of 2 per cent per month. Exceptions are, however, still made. Interest rates and
repayment periods are dedded by the entire group, depending on the economic status of
the members and the income generating cgpadty of the investment being financed. For
example, aloan of Rs 500 for purchase of food grains was permitted to be repaid in five
months at an interest of 3 per cent per month from out of wage eaning. In another case, a
loan of Rs 1,000 for petty businesswas to be repaid in 100 days by repaying Rs 10 per
day with interest of 2 per cent per month. This dows that the group could take
appropriate decisions considering variables like, cash flows, economic status and nature
of requirements. Repayments are accepted both in cash and kind. When the repayment
was in kind, e.g., in terms of paddy in one cse, the group decided on its valuation on the
basis of average market price prevailing at that time. Paddy thus colleded was gored by
the SHG in the house of one of the members and was being gadually sold when paddy
prices rose during the off- seas-on, thus, making an additional eaning for the group.

2.25 There ae about 150 Sheep o locd bred in the village. The SHG members
desired loans for having sheep units of improved 'bannur' breed. Discussons with the
SHPI, however, resulted in their taking dedasion to maintain a pure breed 'bannur' ram
given by the SHPI for crossing their locd ewes. The SHG dedded that' the ram would be
maintained by one member who would be supported by others through provision o feed.
Ewes on hea are brought to the house of the member maintaining the ram and afeeof Re
1 is colleded for every ewe serviced. Since there are only 150 ewes in the village, the
SHG feels that the ram can be shifted to any other SHG after about six months. Through
the intervention of the SHPI, the SHG members are continuously getting their skills and
know-how upgraded about agricultural and animal husbandry adivities. The SHG now
plans to install acommon bore well for bringing the entire land under irrigation.

Janani M ahila Sangha

2.26 The village Gumlapura in Dharmapuri district (Tamil Nadu) is a large vill age with
about 450 households, about 300 of whom belongto backward classes. These households
have farming as their primary occupation. MY RADA had been working in the village for
some time and had promoted a SHG of 105 women belonging to scheduled caste famili es
about two yeas and a half ealier. Although al the women belonged to scheduled caste,
differencesin their sub-castes samed to come in the way of active participation of al the
members and members of some sub-castes aso felt ignored. The SHPI aso holds the
view that active participation of al membersisanecessary condition for ensuring smooth
functioning of the SHG and instilling confidence and developing dedsion making
cgoadties in the individual members. The opportunity, therefore, was ripe for the



Sumangdi Mahila Samagj to break up into two or threesmaller groups (Apart from these
three, there ae threemore SHGs in the village. One of them recently broke avay with 16
members from alarge SHG of over 150 members).

2.27 The Janani Mahila Sangha comprising 26 women, all of whom belonged to one
particular sub-caste, was formed in April 1987. The group dedded to raise its own
resources by contributing a membership fee of Rs 5 per member and also to promote
small savings through wse of savings cards. The new SHG i5 yet to get back their
membership fees of Rs 130 and the interest income acrua amounting to Rs 152 from the
parent Sumangali Samgj, as the exad criteria for dividing the resources between the two
groups are yet to be worked out in consultation with the SHPI. Though Janani Sangha
had decided that each member should attempt to save d least Rs 10 per month, only 9 out
of 26 members have so far started doing so. Although a six-member committee has been
elected, the dedsions are taken by the entire group, which meets every month. The SHG
was yet to build upsufficient resource base to start loaning operations in a major way.

2.28 The Committeemembers of the Sangha had seen a stred play staged by the SHPI
in which the problems of bonded labourers were highlighted. The play catalyzed the
thinking of the members, as ten of them were victims of such bondage and the Sangha
decided to immediately take up the problems of five of them. The men folk of these five
households had entered into bondage of large farmers due to small loans earlier
contraded by them, which could not be repaid. The SHG found that it required about Rs
4,000 to repay the loans to free the bonded labourers and another Rs 7,500 to rehabilitate
them in a joint cultivation activity. Resource lessto med such a large need, the SHG
turned to the SHPI which gave aloan of Rs 12,100 to enable the Sangha to take up this
programme dong with ather activities. The Sangha has also provided small consumption
loans to two members and one loan for purchase of a plough cow; The loans advanced for
releasing bonded labourers were expected to be repaid in six months, and the concerned
househaolds have started by depositing atleast Rs 25 per month in a savings bank account
to be ale to repay the accumulated amount after six months. One of the borrowers was
found to have left the village without making repayment to the SHG. The members of the
SHG

2.29 The SHG members have dso started other activities like kitchen gardening and
digging of compost pits and have desilted the village tank using the silt to improve the
productivity of lessfertile lands being cultivated by some members. The SHG also helped
7 members in dbtaining bank loans for milch animals and is monitoring its recovery. In
fad, the repayment of loans taken by some members of the group urder DWCRA
(Development of Women - and Children in Rural Areas- is a government programme)
was so good that a cmmercia bank in Thally (the block headquarter) approached the
SHPI to help it in identifying potential borrowers for loans to be issued urder the
Differential Rate of Interest (DRI) scheme. The SHG members .are desirous of taking up
any employment generating activity, including silk reeling and twisting and brick
making, - provided necessary training and finances are made avail able to them.

Savings and Credit Instruments

2.30 The instruments used by the SHGs to promote thrift among target-groups, the
manner in which the savings of the group are utili sed, the purposes for which loans are
advanced by the groups and their relative terms and conditions, the performancein regard
to loan repayment and ather such isaues are discussed below.

2.31 Most of the SHGs had a one-time initial contribution ranging from Rs 5 to Rs 10



(sometimes multiples of this amount) termed variously as entry fee or share contribution.
These were supplemented with regular monthly (in one cae weekly) fixed contributions
by members which generally ranged from Rs 5 to Rs 10 (This amount was Rs 10 in eight
cases and Rs 5 in three @ses. Only in Sahkar Sangham it was Rs 50 per month -and in
Visveswarayya Sangham it was Rs 20 per month for large farmers. Smaller monthly
contributions of Rs 10 and Rs 5, however, existed for poorer members). There were
penaties ranging from 50 paise to Rs 5 per day for delayed payment. In eight cases, this
fund was used for giving small loans, mostly for consumption, but to a small extent also
for meeting cultivation needs or for petty business at rates of interest ranging from 2 to 3
per cent per month and to be repaid usually in one to three months. In two cases, the rates
of interest charged were & high as 5 per cent and 10 per cent per month for the loan to be
repaid in one month only. In the view of the groups, these high rates of interest are
‘aff ordable’ and are lower than the rates of interest charged by moneylenders with all the
attendant problems. According to some of them, the pdicy aso helps in faster
accumulation of funds of the Group. Another view expressed was that even if interest rate
charged was high, the benefit of interest earnings accrue to the group itself.

Small Savings

2.32 Apart from such one time and periodic fixed contributions, eight smaller SHGs tried
to promote small or tiny savings. As the anounts were very small, usually in the range of
10 to 25 paise, and subject to uncertain periodicity, and most members wereillit erate, the
concerned SHGs used the system of saving cards. These helped the savers keep trad of
their savings. According to the SHGs, the beginnings were not always easy. Some
members asked, 'where is the money to save? While some other commented, 'savings of
10 or 20 paise ae not in any case going to change anything materially'. It takes sme
time to convince a member that 50 paise tan be saved by just not chewing tobacm or
betel leaf once but once convinced, it dose not take much time for the momentum to
gather. Often inter-personal comparisons motivated greater effort like 'if SHG has Rs 50
of her own now, why shouldn't I have more? In most cases, the money so saved could be
withdrawn by a member only after it becomes Rs 100 and until then it remains with SHG
to be used for giving loans. Even the two large SHGs in Andhra Pradesh started 'kiddy
bank' savings. In some cases, these small 'savings are pooled together with the
‘contributions’ fund and sometimes operated separately for providing loans for productive
investments with longer duration and at lower rates of interest.

2.33 Only Women's Credit Union gave a'dividend' of 24 per cent per annum on its 10
rupee 'shares and Sahakar and Prgja Sanghams gave interest at the rate of 6 per cent per
annum on savings. No interest was paid by any other group on savings. Four groups had
pre-decided life span for each saving stream. Saraswathi and Ananda Sanghams in
Andhra Pradesh adopted a period of six months, whereas the SHGs in Sgja-ki-Bhagal and
Balon-ki- Bhagal in Rajasthan opted for 5 years (though a member could withdraw at the
end of any caendar year), al with fixed monthly contributions of Rs 10, so that the
returns could be mnveniently shared at the end of the period. All other SHGs neither paid
any interest nor had any arrangements for sharing or distributing the benefits having o
fixed time span (Occasionally members had left by withdrawing their contributions but
without getting any share from the interest income eaned by the SHG). Visveswarayya
Sangham even charged two rupees from the members while encashing a card worth Rs
100 (This Sangham permitted non-members also to save with the Sangham and returned
the full amount of Rs 100 to them).



2.34 As most of the SHGs dudied were less than three years old, the funds at their
command were small. The basic idea behind the formation of these SHGs being
promotion of savings to accumulate a'colledive fund' which could be used by the needy
members for taking loans, even the meagre anounts that were avail able with the groups
were immediately pressed into service Therefore, the neal for supplementing the
‘colledive funds of SHGs with a view to accommodating as much as passible of the
credit demand of members was keenly felt. In the cae of SHGs promoted by MY RADA
and NA, the respective SHPIs made significant contributions from their own resources to
augment the SHGs' own collections. The SHPIs have not, however, evolved any spedfic
policy regarding the asgstance to be provided to SHGs and adhoc dedsions are taken in
individual cases. This help, by way of grants, ranged from about Rs 2,000 to over Rs
25,000 per SHG.

L oaning Operations

2.35 Usually the loans asked for ranged from as low as Rs 20 to Rs 500 or so. Only in
two cases in Raasthan, the entire operation of giving. 'loans' had been 'seriadlised' by
drawing lots. This meant that the accumulated money every month (through fixed
monthly contributions of Rs 10, timely payment of which was ensured by the hefty Rs 5
per day fine) would goto a person (he forgoes his right if he does not take) who has to
repay the same in 10 equal monthly instalments at a rate of interest of 1 per cent per
month. From the acumulated profits, small emergency loans upto Rs 100 could be taken
for amonth, at interest rate of 10 per cent per month, by any needy member. Such loans
could be taken by members only once and required two guarantors. In al other cases, the
needy had to request for funds stating the purpose and amount. In most cases, this was an
informal affair with the needy person telling the authorised members of the requirements
oraly, and sometimes in writing. Only in case of Prga and Sahakar Sanghams, the
process was highly formalised and application had to be made on a printed application
form to be purchased from the Sanghams. Sometimes, a loan required one or two non-
borrowing (as on date) guarantors also. In a cuple of cases even promissory notes were
taken. Largely, however, it was a matter of trust with simple records of deposits, loans
and repayments being maintained in registers and sometimes aso in passooks with the
members.

2.36 So far as consumption loans are concerned, the purposes generaly asssted were
marriage, hedth care, children's education and subsistence requirements of family. Small
loans for income generating activities were dso given. These were too small when
compared with the loans being isuied even under the IRDP (Integrated Rura
Development Programme (IRDP) is a government sponsored credit plus subsidy
programme that ams at aleviating rural poverty). A few examples that can be cited
eally are: a 20 rupee loan to pay for 4 female workers to do wealing (exchange labour
was not passible & his wife was 3ck) which would be repaid from wage eanings later, a
100 rupee to 20P rupeeloan for buying two ewe lambs, fodder for which can be @llected
by the member (an agricultural labourer) while returning from work (The logic of this
approach is that an agricultural |abourer can easily look after a small number of ewes
besides attending to farm work, which will not be possble if he were to be financed for a
larger unit, say 20 ewes, e.g., under IRDP. The other advantage is the quick turnover as
the lambs can be sold in four to five months for mutton purpases with a profit of at least
Rs 300 to Rs 400), aloan of Rs 200 for a small backyard poultry (loca broilers or layers)
which fetches reasonable returns even in remote aress, a loan of Rs 300 for opening a



petty shop in the vill age or in the 'had’ (weekly village market), etc. All such loans had a
quick turnover of 2 to 3 months. The resources with the SHGs were dso inadequate for
providing larger loans for investments with longer gestation period. Some of the SHGs
did gve larger loans, at least initialy, e.g., for sinking a well or purchasing a pair of
bullocks, al of which could be repaid in not lessthan threeyears. 50.0n the SHGs found
(despite some 'seed money' contribution from SHPIs) that their funds were getting locked
up with afew and could not be recycled quickly amongst more members. The SHGs (and
the SHPIs), therefore, hit upon the idea of using short-term loans for meeting long-term
requirements over two or three stages. For example, when aloan of Rs 1,000 is required
for deegpening d a well or purchase of a loca bullock, which are no daubt important
investments, it would take 2 to 3 years for the caita] to be returned. As against this, the
borrower is encouraged to take aloan of Rs 200 to buy two ewe lambs, make aprofit of
Rs 300 to Rs 400 in two or three months, and reinvest it, supplemented by a fresh small
loan covering the balance anount required, for the new investment. One SHPI felt that it
will be better for the target group to start with small loans and small investment or
business and later take to higger loans and sizeable investments as this will help in
developing their credit management skills. Loans were dso provided for certain
unconventional purposes, such as releasing bonded labourers, whose plight could be well
appreciated by the members of the SHG. Significantly, this assistance was given by a
SHG of females who belonged to alower sub-caste of harijans for releasing the husbands
of some of their members.

I nterest Rates on loans

2.37 As discussd earlier, the short term loans generaly carried an interest rate of 2 per
cent to 3 per cent per month. In some SHGs, distinction was made between purposes. For
example, in one SHG, consumption loans and loans for petty shops carried 3 per cent per
month, but loans for agricultural purposes and animal husbandry carried 2 per cent
month. In other cases, the caegory of the borrower was the determining factor. For
instance, in one SHG, small farmers had to pay ontheir loans an interest of 3 per cent per
month, while agricultural labourers were charged interest at the rate of 2 per cent month
for the same purpose. Longer term loans, repayable in 10 months or more, formed a very
small proportion o the total loans, and carried an interest rate of 1.0 to 1.5 per cent per
month irrespective of the purpose. According to some SHGs higher rates of interest
cannot be dforded in the long term. Significantly, these interest rates on longer term
loans are doseto the official rates of interest.

Amount of loan

2.38 In most cases, the celings on loan amounts were influenced by the scarcity of funds
although the actua loan amount depended on requirements. Loan cellings were
prescribed by SHGs in various ways, eg., Choodasandra, Saraswathi and Ananda
Sanghams had prescribed loan limits of Rs 300, Rs 500 and Rs 300 respedively. In
Amod, after a stint of unrestricted loaning which led to defaults, it was pegged at 90 per
cent of the deposits of the borrower member and his guarantors (there could be as many
guarantors as required for the amount of loan but all of them would forgo their rights for
taking a loan), whereas, in the Sahkar and Prgja Sanghams ceiling on loan was gipulated
as three times the deposit amount, or, in absolute terms a Rs 1,000 to Rs 6,000
depending on the cdegory of the member, whichever is less The latter two examples



had, in away, linked loans to savings mobilised by the individual and other members.

Repayment Performance

2.39 Non-repayment of 1oan instalments on the due dates entailed fines

which generally ranged from 50 paise per day (Irrespective of amount) to 1 percent per
month. However, defaults were rare & prestige, group pressure and group support (a
colleague member paying df to avert fines), all worked. As some members put it, it was
after all a question of their ‘'own money'. Severe drought this year had, however, resulted
in repayment defaultsin 3 SHGs, and had also led to suspensionin periodic contributions
and small savings. In two of these cases, in the triba areas of Ragjasthan (Tumder and
Amoc!), the SHG activity had come to a standstill with almost no liquid funds. Members
were, however, enthusiastic to restart the activity with the wages they would be eaning
on relief works being organised by the SHPI.

Management of Groups

2.40 All groups had elected committees, the strength of which varied from 5 to 13
members and the life span from six months to three years. In Prga and Sahakar
Sanghams, these were dominated by a socialy and economicdly powerful caste group,
i.e.,, Reddys and the same committee members had continued since inception. In most of
the groups, minor reshuffles or inductions had taken place. The esentia characteristics
that members had to possess to be eleded to the committees in the target group SHGs
were trustworthiness greder awareness possbly literacy with cgpadty to keep aacounts,
leadership quality to take people together and readiness to devote some time (as except
for the solitary case of Ananda, where atoken honorarium of Rs 50 per quarter was given
to the Secretary, al others had to work purely voluntarily). How any of these
charaderistics beaomes important can be ill ustrated by the fact that in Visveswarayya
Sangham, the President was elected for only 6 months, while the same Seaetary con-
tinued, being the only person to be able to handle acounts. The Saraswathi Sangha in
Bodagarki (a women's group) depended on the SHPI worker for acounts and would not
trust even their menfolk or school going sons with the acounts. They were desperately
waiting for one of their daughters to reach middle school who could then be entrusted
with the work. Apart from the Sahakar and Praia Sanghams, only in Amod and Som the
committees were given the right to take dedsions regarding loans, etc. In al other cases,
the entire SHG met, generally once, but in quite afew cases even twice a month, while
the Mahila Samajam met every week. It is in these medings that requests for loans are
considered and savings collections aso made. The issues for consideration are
genuinenessof the demand, adua requirements and prioritisation, if the gplications are
for more than the funds available. Repayment periods are dso fixed in such meetings. In
this ense, an approad that permits all members to participate in the management of the
fundsis pradiced. In most cases, minutes or decisions are duly recorded.

Role of SHPIs

2.41 With the lone exception of Sahakar Sangham, al others have some link with a SHPI.
As discussd ealier, the AMS, MYRADA, NA and. KGSN have been directly involved
in the formation and functioning of the SHGs. The three groups in Andhra Pradesh are
also members of the TCA. Only MYRADA was involved actively with SHGs in helping
the latter to expand their resource base by taking uyp income generating adivities at the



group level like maintaining a ram or a pedigree bull for servicing ewes and cows
belonging to members and ron-members, preparation d concentrate feed for milch
animals, etc., through provision of grants to the SHGs. It has aso helped them procure
and distribute fertili sers to members under the aop loan programmes, again through
‘working cegpital grants to the SHGs. The SHPI has also promoted other useful adivities
by suggesting (some SHGs have even made it obligatory) that members have their own
compost pits, practise kitchen gardening, keep the neighbourhood clean, etc. Desilting of
tanks for the benefit of the entire village and using the silt to upgrade unproductive lands
has been encouraged. Other SHPIs have dso taken up developmental programmes
through which SHG members may benefit; they are, however, generaly not directed
towards group adivity, but are directed towards individuas in the vill ages and include
programmes such as adult and non-formal education, health care, extension, training, etc.
2.42 The SHPIs had, in many cases, tried to take the benefits of existing credit linked
programmes of the government and banks and had succealed in obtaining loans under
IRDP, DRI, etc. for some individuals who are members of SHGs. The SHPIs had, in such
cases, taken over the responsibilities of preparing applications, collecting all the
necessary documents, training the borrowers in managing such resources, etc. But the
fad remained that such instances were very few in number. That banking institutions are
generally apathetic towards SHGs is borne out by the ssimple fad that, though provisions
exist, most bank managers refused the SHGs to even open savings bank accounts in their
(SHGS) name, with the result, most of them had to open joint accounts in the names of
two o three individual members. Even at the individua level, members of SHGs
generaly did not have savings acoounts. As will be explained later and barring the few
instances cited above, credit linkage of banks with the SHGs, was almost non-existent.

Joint Farming Groups

243 In al, 9 SHGs were covered by the case studies where cultivation of crops was a
joint effort of the group. These groups comprised the Uchhapatti Farm promoted by the
Asxciation d Sarva Sewa Farms (ASSEFA) in Tamil Nadu and 6 joint Vegetable
Gardening Groups and 2 joint Paddy Cultivation Groups promoted by the Rura
Communes (RC) in Maharashtra. All the nine groups, though promoted by SHPIs, are
unregistered and, therefore, informal groups. The detalls pertaining to the important
aspeds of the mlledive eistence of the groups, their functioning, mode of financing the
eonomic adivity undertaken by each of them, difficulties experienced, etc. are outlined
below.

Group Formation.

2.44 In the Case of the Uchhapatti Farm Group, about 32 acres of land was allotted by the
Bhoodan Board to 11 families of landless agricultural labourers in Uchhapatti vill age of
Madurai District (Tamil Nadu). The land, when allotted, was not suitable for cultivation.
ASSEFA undertook its development on the request of the Bhoodan Board and on behalf
of the dlottees. The barren land was converted into a productive agricultura farm by
group effort of the dlottees and active involvement of the SHPI. The development of the
land, i.e. land levelling, bunding, digging up of irrigation well, etc., was completed in 5
years with an investment of about Rs 4 lakh, which was met by an ASSEFA grant.
During this period, ASSEFA established complete rapport with the all ottees, won their
trust and motivated them into group formation for joint cultivation. The group started this
joint economic ectivity in 1972. By the time of the survey, the original 11 families had
multiplied into 33 famili es by the socia processof multiplication and division.



2.45 Rural Communes (RC)® has organised groups of rural poor for joint vegetable
cultivation as a gainful emnomic adivity in Khalapur taluk of Raigad district
(Maharashtra). Members of these groups mostly belonged to Katkari and Thakur tribes.
The tribals worked for the Marathas, the landed peasantry of the aea as casual labourers.
However, during the lean season from December to April, they had to migrate to the
neighbouring dstrict for wage employment in charcoa kilns. This sasonal migration
promoted their perpetua indebtedness to kiln owners and their agents. The SHPI
volunteers observed this phenomenon and felt that this migration needed to be stopped.
Vegetable altivation during the lean season was a newly introduced practice then among
the non-tribal cultivators: As the tribals were landless the SHPI dedded to take land on
lease from the non-tribals and persuade the migrating tribals to take to colledive
vegetable growing on such land. It took the SHPI amost two yeas to convince the
Katkaris and Thakurs to accept this idea totally and the group-based vegetable ailtivation
by tribals garted in 1983. It is a seasonal adivity spanning four months from Decenber
to April every year. In 1986-87 season, this adivity was taken up by 6 groups from tribal
hamlets, in preference to migration to charcoa kilns. The total area brought under
vegetable cultivation by these 6 groups was 32 aaes and the number of families
benefiti ng from the group venture was 9J. The number of beneficiary familiesinvolved in
each group ranged between 7 and 28 and the acreage brought under vegetables by them
ranged from 3 aaesto 7 acres.

2.46 Rural Communes also succeeded in promoting 13 tribal groups in its operational
area in the same taluka around another economic adivity, joint paddy cultivation™. The
present survey covered two out of these 13 SHGs. One SHG was in village Narangi and
another in village Zadani. The Narangi group hes 46 households as its members and
about 23 aaes under joint paddy cultivation. The Zadani group has a membership of 27
households and 21 acres under joint paddy cultivation. In both cases, the groups own the
land jointly. In the case of the former group, the land was donated to the community by
some Christian missonaries and in the latter case it was purchased jointly from an
absentee landlord by pooling their resources. Reportedly, joint cultivation by triba
groups was in vogLe in the aea even before the intervention of the voluntary agency. Its
intervention was towards organizing these dready existing groups into more mhesive
groups. As a strategy for organising them for a better economic performance, the SHPI
has provided to these groups a revolving fund for meding the production credit
requirements of the paddy crop every year.

M anagement of Groups

2.47 ASSEFA promoted SHG has a group leader as alink person between the SHG and
the SHPI. On the other hand, the joint vegetable cultivation and joint paddy cultivation
groups promoted by the RC have 'Panch Mandals for managing the dfairs of the SHG. It
appears, however, that all the groups follow the practice of participative dedsion-making.
Hence al important decisions concerning their joint economic activity such as produc-
tion, marketing, allotment of farm work, monetary transactions etc., are taken by the
group members through deliberations and colledive ansensus. In some caes, e.g., in the

8 "Rural Commences (RC) is aregistered trust started in 1976 ly some graduates of the Bombay University
*'In addition to the joint cultivation of vegetables and paddy, this SHPI had aso
motivated the tribals to have agrain bank for helping the members in lean season.



joint vegetable group, the group dedsions are aithenticated by obtaining the signatures of
al the members. The frequency of group medings depends on the need; but generally
they meet atleast once a month. There seem to be no written rules and regulations
governing the functioning of these SHGs, but certain mutuall y accepted conventions help
smooth operations. Acoounts are maintained for al monetary transactions by the group
leader or Panch Mandal. The SHGs aso maintain joint savings bank accounts in locd
bank branches.

Sharing o Benefits

2.48 The net income is generally shared equally among the members. Additionally, al
wage labour for farm operations is contributed exclusively by the member-househalds,
for which they are paid wages at the mutually agreed rate. For instance, in the cae of the
joint vegetable aultivation groups, the wage rate was fixed by the groups uniformly at Rs
6 per day for both male and female labour. Some SHGs, e.g., the vegetables and paddy
cultivation groups, partly ploughed back the net surplus to the revolving fund to med the
expenses on farm inputs, etc., in the subsequent year. Whil e the members of some SHGs
fed that the joint farming activities undertaken by them have improved their economic
position considerably and they are able to better manage their consumption as aso
production needs out of their own income (e.g., Uchhapatti SHG), the members of other
SHGs find that the joint income-generating adivity has provided a viable dternative to
their forced seasonal migration has also freed them from exploitation at the hands of the
kiln owners and their agents (e.g., vegetable cultivation groups).

Promotion of saving

249 Only Uchhapatti Farm has reported to have started an emergency fund with
contributions made by its members from out of their share of income from the group
adivity. At the time of the field visit, an amount of Rs 7,000 was found to bein the SHGs
savings bank account. This fund is used for helping its members at times of emergency
like sudden illness death, marriage, etc. The maximum limit of such loan is Rs 500 per
member. The loan is to be repaid within one month. While iswing the loan, no
documentation is done, no surety taken. It is issued to the member purely on trust. Three
members had borrowed from the fund in the past and all had repaid the dues fully. .

Existing Credit Linkages

2.50 The SHGs have savings acounts in the locd branches of banks. However, the flow
of formal credit was negligible and was restricted to a limited assstance at individua
level under IRDP for purchase of bullocks and other purposes. For instance, 5 members
of the Uchhapatti SHG received bank loans under IRDP which have been fully repaid.
Other 8 members of the same SHG have recently borrowed a housing loan from the
District Cooperative Bank under the scheduled castes housing scheme. So far, the SHGs
requirements of funds for the joint production activities have been fully met by the
respedive SHPI. ASSEFA provided to the Uchhapatti SHG a grant of Rs6 lakh for the
development of the barren land into cultivable land and working capital support for
initiating farming as a joint venture. On the other hand, the RC provided arevolving fund
to each SHG promoted by it for joint cultivation of vegetables or paddy for covering the



current crop production expenses. For instance, the RC provided a revolving fund of Rs
84,000 to the paddy cultivation group of Narangi village. Similar funds in the nature of
working capital support were provided by it to the vegetable cultivation groups (though
the exact amounts could not be ascertained). The RC provided the funds, as interest free
loans. It aso does not insist on a rigid repayment schedule & it considered this support
necessary for organising them for common eff orts for their eamnomic well being.

Social Forestry Groups

251 Indl 5 SHGs engaged in group based socia forestry activities were @vered by the
case studies. These were: Talawali Samuhik Vanikaran Mandai promoted by Nationa
Ingtitute of Rural Integrated Development (NIRID) in Thane district (Maharashtra),
Yuvak Mandal Society Forestry, Khun promoted by Mahiti in Bhal areaof Ahmedabad
district (Gujarat), Valli Anusuchit Sahakari Kheti Mandali promoted by Behavioura
Science Centre (BSC) in Kheda district (Gujarat), Mazdoor Sangathan, promoted by
Kishore Bharati in Hoshangabad dstrict (Madhya Predesh) and, Ubeshwar Vikas Mandai
(UVM) in Udaipur (Rajasthan).

Group Formation

2.52 All the groups were formed with the initiative and active support of the respedive
SHPIs, except the UVM of Udaipur which has come into existence with the motivation
and active involvement of some dedicated individuals who were earlier working with
Seva Mandir and plays the roles of both a SHG and a SHPI. NIRID had effectively used
help of alocd tribal as initiator to persuade the villagers of Talawali for ajoint socia
forestry project. The village has cent percent tribal population. Most of their land was of
inferior type and thus, remained permanently fallow. The other parcds of lard were used
for paddy cultivation. The tribals had no option but to migrate to outside areas for a
considerable part of the year and return to the village only for cultivation of paddy.
Seang the extreme poverty of the tribals, as also good rainfall in the aea, promotion of
socia forestry on their wastelands was considered most suitable to supplement their
incomes. The SHPI succeeded in motivating atogether 40 families to form into a group
and take up social forestry as a supplementary adivity since 1983. This group has
brought about 100 acres under their socia forestry projed. The tree spedes planted are
Eucalyputs, Australian Babul, Acceacia axd Bamboo.

2.53 Another SHPI Mahiti (Mahiti means information. The SHPI believes that the
poverty of the masss is, inter aia, due to their lack of information about development
schemes meant for them. Accordingto it, the vested interests in collusion with dfficialsin
government and other institutions deliberately block such information from reaching to
the poor), formed a similar SHG in vill age Khun. Here dso the poor farmers had saline
wastelands slitable only fora forestry projed. Out-migration to dstricts like Surat,
Valsad, Bharuch, Kheda and Junagarh in seach of wage employment was a common
practice. The SHPI initiated the ideaof social forestry through the Bhajani Mandal (A
group of youth formed for singing devotional songs). The SHPI had urdertaken the
construction of the village tank for providing employment to the villagers and it used this
opportunity for bringing the poor together and later a SHG with an initial membership of
only 5 persons was formed in 1984. The SHG now has 30 members.



2.54 The initiative for social forestry came from within the community of Wankars
(scheduled caste) of Vali in Kheda District (Gujarat). It was the result of a
‘demonstration effed’ of succesdul social forestry groups promoted by BSC, a voluntary
agency working in the aea. The Wankars approadced the SHPI and sought its assistance
With the dose guidance and encouragement from the SHPI, the Vali Anusuchit Jati
Samuhik Sahakari Kheti Mandali came into existence in 1984. This SHG has socia
forestry in 34 aaes.

2.55 Mazdoor Sangathan of Palia Piparia Vill age was formed into a SHG as a result of

systematic eforts made by Kishore Bharati towards creation of awareness among the
landless poor of the village éout their socio-economic redity and their exploitation by
the village landlords, especially the vill age Sarpancha (Head-man). The conscientisation
eff orts of the SHPI for nealy two yeas bore fruits only when a group of 40 persons from
the weaker sections gathered courage to challenge the Sarpancha who had forcibly taken
the ration cards to al poor households of the village. The Sarpanch was drawing their
sugar quota from the fair-price shop (about 60 kgs. every week) and making easy money
by selling it in the open market. On the other hand, it had become impassible for the poor
to buy their meagre requirements of sugar from the open market due to the very high
price of the cmmodity. The llective murage shown by the poor and the taat support
of the voluntary agency on their side ultimately resulted into a public goology from the
Sarpancha in a spedally convened village meding. This seemingly minor incident
created considerable exhilaration: The enotional impact of this incident on the minds of
the poor people was 2 tremendous that for the first time in the local history, they had red
experience of their colledive strength in challenging vested interests. This incident
brought them closer to each ather. They felt a strong urge to organise and face problems
unitedly. After regular medings on the subject and close guidance of the SHPI, the SHG
emerged in Palia Pipariain 1981. The SHG has a membership of 80 landlessfamili es of
tribals, Harijans, Hindus and Muslims. The SHPI, as a good gesture, offered to the SHG
about 120 acres out of total land of 150 acres given to it by the State Government on a
long lease. The SHPI then effedively motivated the SHG to undertake a group-based
forestry in 40 aaes (The remaining 80 aaes were given to the 80 families at one acre
each for individua cultivation of field crops. It was observed that the land being
unirrigated and inferior, the SHC members could not benefit much. They are growing
minor millet (kutki) and pulse (tur) on this land). The availability of firewood was posing
a serious problem to the SHG members and its procurement was putting a financial strain
on them. The vill age landlords had already turned hostile. The SHG, therefore, raised in a
phased manner, a mixed forest of local trees like kausam, manga neam, jamun, sisal,
secum, bamboos, subabul, etc., on this land. The forestry project also alowed the Rghar
Community in the SHG to grow lac on kausam trees ( Until then, the Rajhars were denied
the right to grow lac They were made to grow lac on behalf of the landlords as wage
labourers).
2.56 Ubheshwar Vikas Mandai has been founded by dedicated volunteers who by
conviction are true environmentalists. They successfully educated the village folk on
adverse effects of deforestation on emlogy and ultimately on their very survival and
enthused them for a large scale afforestation pogramme on al available hilly and
wastelands. They believed that ecologicdly sound and sustainable development of
wastelands could be done only through and for the people who inhabit these lands. UVM
is not only a SHG with 22 members (19 locd tribals and 3 outsiders) but also ads as a
SHPI for promoting preservation of existing forests and by making afforestation a
people's programme in nealy 10 adjoining vill ages.



3.57 With the exception of the UVM, dl the &ove SHGs were informal in status. UVM
is, however, aregistered society functioning since 1986.

Working of the SHGs

2.58 In the case of all social forestry-based SHGs except Mazdoor Sangathan and UVM,
the land put under forest has been contributed by every member household. Though the
land paercds are scattered, the SHGs undertake the work collectively. In other words,
once the plots of individuals are pooled, the adivity becomes a common concern and
work (choice of tree spedes, adua planting, watch and ward, etc.) is planned and
assgned to members in groups based on coll ective decisions in the SHGs. Each SHG is
governed by a committee of members. Often the tenure of the committeeis not fixed. A
new member is admitted only if he @ntributes some of his land for the forestry project
(e.g., Talawali group). The newly admitted member is aso charged a membership fee
(eg., Rs 5 in Yuvak Mandai SHG and Rs 10 in Taawai group). In some SHGs,
members are made to agreethat in case they leave the SHG, they would lose their land
given to the group for social forestry (e.g., The Wankars group of Valli). It was noticed
that certain SHGs had written rules and regulations governing their colledive endeavors
(e.g., Talawali SHG). The groups aso have aSHPI representative amidst them to provide
tedhnicd and ather support as and when necessary.

Linkswith official Agencies

2.59 Excepting the Mazdoor Sangathan, the other SHGs had linkages with officia
agencies, especialy, with the Nationa Wasteland Development Board (NWDB). The
concerned SHPIs have aranged grants for the SHGs from NWDB for undertaking social
forestry, which are monitored by the concerned SHPIs. The SHPIs also arrange guidance
from the state Forest Departments. Some SHPIs also maintain nurseries for supplying
saplings to the SHGs. They aso arrange training-cum-demonstration programmes for the
SHGs.

Benefitsto SHG members

2.60 The SHG members receive benefits from social forestry in the form of wage
employment, yearly income from grass and later substantia income from 4 to 6 years
onwards for a very long time (in some cases the benefits are expeded to flow upto 40
years) from sale of firewood, building materia like rafters, planks, etc., after the felling
of trees commences (A minimum of two crops from the same plantation are proposed to
be taken ). Only in the @ase of the UVM felling of treesis lesslikely to be dlowed as the
SHG is engaged in an aff orestation programme and not in commercial social forestry. At
the time of planting, all members recaved wage employment. For the next to 2 to 3
years, the work mainly related to watering of plants, watch and ward, cutting o grass
pruning of branches, etc. The employment is on rotation basis and fixed by the members
in their regular medings. The daily wage rate varied from Rs 10 to Rs 12 per member per
day of the work on the forestry projed. The regular income which is likely to acaue to
each member after the cutting d trees begins is in the range of Rs 500 to Rs 800 per
month over and above the wages for common work etc. (e.g., Yuvak Mandai and
Talawali SHGs). Mazdoor Sangathan obtained a net income of Rs 3,500 (This amount



has not been dstributed to members but retained as a joint fund d the group for
emergency needs) from sale of firewood and gass in 1986-87. The firewood was
obtained from pruning of branches. The SHG sdlls firewood and grassto its members at a
concessona price. Their plantation will begin to mature for harvesting (cutting) in
phases from 199i and the SHG expeds an annual net income stream of about Rs 40,000
for a period of 10 yeas. Vali Mandadi is of the view that their income from socia
forestry can be substantialy improved if they take to charcoa making as an allied adivity
of social forestry. Another substantial benefit from the adivity is that the migration of
tribals to ather places has cometo an end.

Promotion of Savings

261 In al the socia forestry based SHGs covered in the survey, efforts towards
promotion of thrift and savings were, by and large, absent. However, some SHGs had a
small joint fund created mainly from the monthly collection of membership fees (e.g.,
Yuvak Manda) or both monthly membership collection and the net surplus obtained
from sale of firewood and grassfrom the group forestry (e.g., Mazdoor Sangathan). At
the time of the study. Mazdoor Sangathan had Rs 9,000 in the joint fund which was
depaosited in a savings bank acaount of alocd bank branch. So far, the SHG has utilised
the joint fund for small grants of Rs 150 to Rs 200 to members to tide over financial
difficulties faced in the event of serious illness deah, etc. It has also purchased
community utensils for common use by the SHG members at the time of socid
ceremonies like marriages, etc.

Existing Credit Linkages

2.62 The forestry projeds were taken up by the SHGs either through the grants arranged
by the SHPI from NWDB or interest free loans provided by the SHPI itself (e.g., Rs
25,000 given to Mazdoor Sangathan by Kishore Bharati). Some SHGs (e.g., Yuvak
Mandai and Vanikaran Mandai) had approached local branches of commercial banks for
forma credit. However, their proposals were not favourably considered by the banks
because of the informal status of the SHGs and certain ather reasons. Generally the
aacess of the SHG members to bank finance for other purpases even at individual level
has been negligible. Only in the cae of Yuvak Mandai, about 10 persons were financed
by banks under IRDP for purchasing bull ock-carts. Dependence on private moneylenders,
including big farmers has been high in some cases. Informal credit at interest rates as
high as 120 per cent per annum was taken mainly for meding emergency situations.
Wherever joint fund was creded, this dependence on informal sources reduced con-
siderably.

Trading in Seasonal Fruits

2.63 There were cetain informal and small groups of persons belonging to Gosavi
community (This community was once nomadic, but is now settled in the village. All the
members were landlessand living a hard life based mainly on petty trade in farm based
products like fruits, etc) in Village Nanded of rune district (Maharashtra). These groups
were engaged in joint trading of seasonal fruits like jamun (bladk plum), peru (guava) and
also harbaraa(green gram). Being seasonal crops, bladk plums were traded during April
to July, guava during August to October, and green gram during November to January.



The community had been engaged in this trade even prior to the SHPIs intervention. The
trade is done jointly by small groups of 3 to 10 persons. The members of the groups
change from season to season, depending upon their mutual understanding concerning the
adivity, resources, etc. They pool their funds, collectively take fruit trees on lesse and
after trading the produce distribute the eanings among themselves. Three such groups
one e&h dealing in black plums, guava and green gram during the previous sason were
covered in the cae studies.

Working of the SHGs

2.64 The group which jointly traded in black plums comprised only 3 persons. They had
taken 10 trees on lease. The group which traded in guava also consisted of 3 members
and had taken one guava orchard of about 200 trees on lease. The third was of 8 members
who had collectively taken a plot of 5 acres with a standing crop of gram at flowering
stage, provided watch and ward, and harvested the aop when it reached the milk-stage
for sde in small bundles in the urban market. The monthly income derived from the
groups adivities varied from Rs 200 to Rs 375 per member among the three groups. The
benefits do not appear to be substantial for two reasons. The initia working capital was
borrowed by al the three groups from commisson agents through whom they were to
sell the produce The funds had to be borrowed at as high an interest rate a 10 per cent
per month, and under the contractual agreement, the sale of the produce had to be done
through the same agent, who charged a 10 per cent commisgon on total sale proceeds.
This had cut deep into the profit. More specifically, the bladk plum group borrowed Rs
4,000 for three months and paid Rs 1,200 as interest thereon and a commisson d Rs
1,000 on the total sales. The guava group paid Rs 3000 towards interest and Rs 1,950 as
commisson. The green gam group paid Rs 300 as interest and a commission of Rs
2,500. The SHPI, janeev (The voluntary agency was initialy started by a group of college
students of Pune city. '‘Janees' means concern for others or sensitivity of mind. The
SHPI's role in the above SHGs was one of creaing awareness and organising the youth
and women folk of the community) helped them approach a local bank for credit.
However, the bank did not respond positively due mainly to the very informal nature of
the groups and the fact that their activity did not come under approved schemes.

2.65 Thrift promotion activity was amost absent in the @ove groups. However, a
'‘Mahila Mandai' (Women's association) of the community had started making some
effortsin thisdiredion.

Sericulture Farmers Group for Common Services
Group Formation

2.66 After having regular medings, the field staff of MYRADA succeeded in motivating
a group of 30 small sericulturists to form into an association for common services, other
inputs and also to learn more &out the adivity. The Dhanalakshmi Small Sericulturists
Asciation started very recently in January 1987, and its membership has gone upto 40
farmers from 12 neaby vill ages. At the time of the survey, the SHG was collectively
operating amini sericulture service entre for mutual benefit. In this centre, the members
jointly own sprayers and rearing appliances like trays, formalin, nylon nets, silk worm
reaing wax papers, etc. The maority of members do not own land, but cultivate
government land varying from 0.5 aae to 5 aaes. The aeaunder mulberry is lessthan
0.5 aae for as many as 27 out of the 40 farmers. In the remaining cases also, the
mulberrycrop was in lessthan one acre. Thirty one out of 40 have unirrigated mulberry



cultivation. These small and marginal farmers not only belong to different vill ages, but
also to dfferent communities. The processof group formation was fadlitated by the fad
that all are also members of savings and credit groups promoted by MYRADA in their
respedive vill ages.

Management of the SHG.

2.67 The SHG has eleded a committee to look after its adivities. The SHG meets
regularly on 5th of every month in a central village to discusstheir common problemsin
sericulture and conduct other activities. Decisions are taken coll edively. These meetings
are aso used for imparting technical education by the SHPI's field staff. The atendance
in these monthly medings is obligatory. A member falling to attend three conseautive
meetings forfeits his membership. The SHG isuues snall emergency loans and aher
loans related to only promotion of sericulture. The SHPI has provided a seed capital of Rs
6,500 for starting the mini service @ntre and iswing loans to its members.

Sharing of Benefits

2.68 The SHG hires out its grayer to members, sells formalin, wax paper, etc. to them
and arranges technical education for its members. It also provides snall emergency loans
to them for sericulture, espedally for purchase of disease free layings (DFLS). So far, the
SHG has helped 10 members by way of loans and the anount varied from Rs 100 to Rs
1,000. The anergency loans were for a period of only 3 months and carried interest at the
rate of 4 per cent per month. Two members took loans of Rs 1,000 ead for deepening of
wells at 10 per cent interest per annum. The SHG members feel that their mutual benefit
will be more if they can add at least 100 Chandrikas (bamboo trays) in their service
centre. At present, they are hiring the Chandrikas from big farmers and often do not get
them when required.

Promotion of Savings

2.69 The SHG members are saving small amounts in the respedive savings and credit
SHGs in their villages. They are now planning to start a savings fund in this SHG by
contributing Rs 25 per member per sericulture crop (i.e., thrice ayear). They maintain a
savings bank account in abank branch. .

2.70 They have aeded a reserve fund of Rs 525 by depositing the mlledion o
membership fees. The reserve fund is meant for isauiing emergency loans for purchase of
DFLs.

Existing Credit linkages

2.71 Only 2 out of 40 members of the SHG had taken a bank loan in the past. Both had
borrowed for purchasing sericulture appliances. The loans were to be disbursed in kind.
Due to the inferior quality of the appliances provided, one borrower insisted on loan in
cash to purchase the necessary appliances of the desired quality and received the same
after incurring some incidental expenses.



Non Farm Activity Groups

2.72 The survey aso covered eight SHGs, which were engaged in a variety of non-farm
adivities. All of them are informal groups. An idea about the types of SHGs covered
under this category can be had from the Table given below.

SHGsunder Non-farm Activities

SHG Type of
Membership, SHPI State

1. Fruit Preservation Women KGSN Keraa

Group
2. Savoury Making Group Women KGSN Keraa
3. Bedali Workers Group Women WWF Tamil Nadu
4. Bamboo Workers Group Mixed Parivartan Madhya Pradesh
5. Leaher Workers Group Men SWRC Rajasthan
6. Patch Workers Group Women SWRC Rajasthan
7. Bell-tota Group Women SWRC Rajasthan
8. Van Kutee Udyog Mixed Govt. Deptt. Madhya Pradesh

2.73 The two groups for fruit preservation and savoury making were promoted in
Kerala by the Kerala Gandhi Smarak Nidhi (KGSN). The fruit preservation group has a
membership of 5 women belonging to agricultural labour families and the savoury group
has a membership of 7 women also belonging to agricultural labour families. The former
was darted in 1976 after 3 members had received trainingin food preservation at Trichur
Small Industries’ Training Institute. The latter group started in 1985. Both groups have a
fixed membership. While the savoury group is directly under KGSN, the fruit
preservation group has darted functioning more independently since 1985. The member-
women belong to dfferent religions and communities. The older group has an elected
leader to manage the SHG's operations. SHG is paid a monthly honorarium of Rs 300. In
contrast, in the newer group, no leadership has emerged as yet and the SHPI
representative seemed to be dosely nursing this group. The items of production of the
fruit preservation group are jams, pickles, mango soft-drink etc. and their monthly
turnover is about Rs 2,000 to Rs 2,500. Each member reportedly gets monthly' wages of
Rs 125. After distribution d wages at agreed rates, the surplus goes into common
working cgpital fund. In the cae of Savoury making group, the net profit is equaly
shared by members, which works out to orly Rs 75 par month per member. In both
groups, the level of operation is low, the chief reason being their low capital base. The
SHPI has arranged marketing d the products in both cases throughits sles depots and
KYIC retail outlets, for which it charges a small commisgon (e.g., 3 per cent in the ase
of fruit preservation group). The fruit preservation group had made an attempt for
obtaining institutional credit from a locd bank branch. However, the bank did not show
enthusiasm, as theirs was a group adivity. It was willing to consider individual loans to
the SHG members. In the cae of both the SHGs, the SHPI provided initial motivation for
group adivity, necessary training, initia working capital support, marketing arrangement
and continuous guidance and moral encouragement.

2.74 The Madras based Working Women's Forum (WWF) promoted a SHG of Bedli
(Bedi is a muntry cigarette with tobaaco rolled in leaves of a local tree rather than in
paper) workers which started in 1983 with a membership of 11 women. There is no



change in the membership since then. The SHPI provided the initial working cgpital and
also helped the SHG members subsequently in obtaining a working capital |oan of Rs 200
each from a commercial bank. However, due to the rigid approach of banks and their
lengthy and cumbersome procedures, the SHPI evolved its own credit system of the poor
and for the poor. It started a coperative credit society of al the 600 or so SHGs of
women it had promoted. This ociety now fully meets the aedit needs of women SHGs
including the SHG covered by the study. The mgjor difficulty of the Beedi Workers SHG
is marketing. At present they have to depend to unorganised form of marketing and thus
subjed themselves to exploitation by middiemen. The SHG has a leader who organizes
the economic activity of the group, arranges working capital loans from WWEF, ensures
proper loan utilization and arranges for SHG's repayment to WWF.

2.75 Bamboo Workers Group, Rhode Para has been formed by the voluntary agency
Parivartan (Parivartan' means - transformation. This agency is a field-level organ of a
bigger organisation cdled PRAYOG) in Bastar district (Madhya Pradesh). The SHG
members belong to Pardhi community (a tribe) and were nomads, but are now settled in
Rhode Para vill age. Making of baskets, winnowing pans and other useful items from
bamboos has been their traditional occupation. They live in extreme poverty. The SHPI
brought about a new awakening amongst them and helped them organise into a mhesive
group for mutual support. The SHG came into existence in 1983. Bamboo based basket
making being their sole occupation for earning livelihood, the SHPI arranged training for
28 persons from the group under TRY SEM for upgrading their skill s. Thirteen of them
were dso helped in approaching a neaby bank branch for loans. Availability of raw
material (bamboos) has been their major difficulty, although bamboos are available in
plenty in the neaby forests and also in the Forest Department'’s depots. Earlier, they used
to procure bamboos chiefly by way of pilfering them from the forest. They used to be
often caught, humiliated and made to pay fines and bribes by the Forest Department
employees. The SHPI succeaded in dissuading them from this practice and helped them
financially to procure the same from government depots. However, the Forest
Department became hostile soon and stopped supplying bamboos to the Pardhis. The
reason for the hostili ty was the encroachment on Forest Department's land of 22 acres by
another SHG (This SHG of the Pardhi nomads manually cleared the land, leveled it and
removed stones from it. They also reportedly dug irrigation well in it. While on one
portion of it they have rehabilitated themselves, the remaining land has been put to
agricultural use. The Forest Department suddenly woke up and wanted them to vacate the
land. The SHPI and the Government Department are aurrently engaged in legd
proceedings on this issue) of the same tribe and promoted by Parivartan which had done
so after repeated failures to get some land alotted from the State Government for
cultivation and settlement. After the supply of bamboos from the government depots
dried up, the Rhode Para SHG members have again reverted badk to their old pradice As
already mentioned, the SHPI had helped 13 members of the SHG in dbtaining loans from
a bank for purchasing raw material. But, this experiment also failed as the bank branch
did not treat them well and the sanction of the loan of Rs 1000 each was delayed by about
4 months and the stock of bamboos in the depots was exhausted by then. Even the
amount actually disbursed was only Rs 800 as the bank had deducted Rs 200 towards a
compulsory deposit in savings account.

2.76 The main economic adivity (making of baskets, etc.) isindividually managed by the
members. However, the SHG members are enthusiastic about collective procurement and
storage of bamboos (bamboo bank) for ensuring their continued avail abili ty even in the
lean season, provided sufficient financeis made avail able and the Forest Department a so



cooperates by supplying the raw material from its depots. Marketing d their bamboo-
based products was ealier done through exploitative middlemen. It is now arranged
through two o their younger members who have gaot training in marketing and also
working capital support from the SHPI. The SHG has a Dhan Gola (grain bank) to tide
over the difficult lean period of monsoon (July to October) when bamboos cannot be
procured even from forest. It was reported that the SHG members do not borrow from
moneylenders for obvious reasons. Instead, the SHG issues snall emergency loans,
varying from as low as Rs 10 to Rs 100, from a common fund creaed from a monthly
subscription of Rs 2 per member .The interest on such loans is fixed at 5 per cent per
month which is half of that usually charged by moneylenders. The SHG has a mommittee
of 3 members and simple acounts/registers are kept by' a boy who is a primary school
dropout. Decision making is collective and meetings are cnducted regularly. Non-
attendance entails a fine. Though the SHG is organised, the members pre even today shy
of outsiders as they are gprehensive. Our probing yielded a response from one member,
"We canot spe&, others easily conspire, articulate and harassus’.

2.77 The Harmada Regaraan Charm Utpaclak Sahakari Samiti (SHG) in village
Harmada, Ajmar district (Rajasthan) was promoted by Social Work and Reseach Centre
(SWRC), Titonia @& a measure of increasing the incomes of traditional |eather workersin
the village. About 60 out of more than 1,000 households in the village were engaged in
leaher work. Due to various developmental activities, urbanisation, rural eledrificaion,
etc. the demand for traditional leather goods was gradualy deaeasing. Against this
background, the discussons held by SWRC with the Regar community in the village
brought out the fact that unless superior quality products are produced, there is little
likelihood of increasing their incomes. The leaher workers also felt that profits would be
more if they take up tanning adivity on alarge scde rather than stick to producing leather
items. Convinced by this argument, SWRC arranged for their training in leather tanning.
Soon, the adivity was taken up by the members on a large scae, but not much headway
could be made as it was heavily opposed by the villagers due to bad odour emanating
from the tanning operations. Ladk of experience aso resulted in. loss of chemicds and
spoil age of large quantities of leaher resulting in alossof about Rs 35,000. The SWRC,
therefore, shelved the idea on the tanning adivities and suggested to them to take up
production of good quality leather items. Many members got disappointed on this and
withdrew from the Samiti. Only 19 remained to take up the activity as suggested by the
SWRC The SWRC trained them in the manufacture of items like handbags, portfolio
bags, book covers, etc., and also provided them with designs obtained from various
places. Interest free working capital loans of the order of Rs 50,000 to Rs 70,000 were
given to the Samiti for purchasing leather from distant markets like Delhi, Kanpur and
Madras. The SHPI also procured orders for them. The bulk orders were shared by the
member households and they dedded the wages to be paid by the Samiti to the members
for the anount of work done by them. The SHPI also helped the Samiti organise sales
exhibitions in various places in association with agencies like Dastakar who market
artisan products. The Samiti members themselves visited these exhibitions and came in
direct contacts with the purchasers. Once the ball gat rolling and higher incomes garted
flowing in, the Samiti members refused entry for those who had earlier left the Samiti
when the going was difficult. Though no spedfic data were available, the Samiti
members appea to have eaned substantial incomes from their activities, which was
evident from their pucca houses, their standard of living and availability of consumer
durables in their houses. Despite increased incomes and exposure to raw material and
finished product markets and a formal organisation (the Samiti was registered in 1979



with a view to fadlitating kank loans, the Samiti continued to heavily depend onthe
SHPI. It appeas even the latter did not make specific attempts to gradually withdraw
from the group. Lately some frictions had developed between the Samiti and the SWRC
in regard to product pricing (Enquiries with the SWRC also suggested that they had
begun to doubt the prices mentioned by the Samiti for the purchase of raw leaher and felt
that they were aready being cheated by the Samiti in this regard and hence the Samiti's
requests for increasing prices of finished products were not justified) and the ativity had,
therefore, come to a standstill. The members were disillusioned with the SHPI as well as
with the Samiti's working even though they respected the contribution made by SHPI in
improving their conditions.

2.78 The SWRC had also organised groups of women workers for income generating
adivities in the handicrafts sector. They included groups for appliqué work (‘patch work'
in locd parlance) for preparing bed and cushion covers and preparation of decorative
wall and door hangings made of a metal bell and straw filled totas (birds) made of cloth.
The two such groups covered had a membership of12 and 24 women respectively. The
women were illiterate, hailed from two badkward communities and had o
entrepreneurial experience In both the cases intensive training in the work was provided
by the SHPI. One of the groups was trained under TRY SEM. Orders are procured for
them by the SHPI, which also provides the raw materials and designs. Although the work
is taken up on an individual basis by these women, they all sit under a common shed and
take up work at convenient times after completing their household chores. Working
together helps them to have mutual control on quality of work as well as generate
competitive dficiency. The members are paid output related pre-determined wages by the
SHPI. They were gradually being exposed to the outer markets through sales exhibitions
organised by the SWRC. All the women had post office and bank accounts where their
wages were credited and they were encouraged to withdraw as snall a sum as possble.
The women were of the view that their income generating activity had enhanced their
prestige in their households, espeadally during the droughts when their men folk had little
work to do on farms. In all the three @ses, the SHPI had visualised that the traditional
artisans had little future for their work in the 'traditional markets. 'Non-traditional’
markets had, therefore, to be seached and products designed to suit requirements of such
markets.

2.79 An dfficer of the Forest Department in Madhya Pradesh, while he was posted in
the Balaghat division, observed that the department was auctioning bamboos and other
forest produce to contradors and. was buying for its use ropes and baskets made of such
produce from some suppliers who employed tribas for this work. He discovered that in
the processraw materials from the forests were getting sold at low prices and products of
indifferent quality were being purchased at high prices; the middlemen being the major
beneficiaries. It took him sometime to convince his superiors that the department could
itself promote the manufadure of' quality products at lower costs and also assure
remunerative wages to the actual workers who atherwise gat exploited.

2.80 It was with this idea that the Van Kutee Udyog (forest cottage enterprise) started
with about 15 tribals who came forward to be trained, housed and employed by the
department in a training-cum-production centre. This number has now gone up to about
400.

2.81 Asaired wages have helped the tribals bring improvements on their lands, huts
and their living standards. Their dependence on moneylenders has reduced. Working
together has helped bre&k the rigid caste barriers and they share a @mmon kitchen while
working at the Udyog, as devoting time to work is more important now than to cooking.



2.82 The Udyog presently provides regular employment to the tribals for about 8 months
ayear. New adivities sich as bee keeping are likely to be added soon and the tribals may
take up such activities on their own also. All the workers have savings bank accounts, but
have not taken .any bank loans. Given proper motivation and asdstance it would be
possble for many of them to start working together in their own villages  that they
manage their farming as well whil e taking up these income-raising activities.

2.83 This example ill ustrates the type of promotional work undertaken even by a
governmental organisation to improve the eonomic position of the poor.

Irrigation and Action Groups

2.84 The Vaishali AreaSmall Farmers Association (VAS FA) started functioningin 1971
in village Vaishali in Bihar. It was promoted with the adive involvement of Peoples
Action for Development (India) (PADI) (PADI, after merging with Council for
Advancement of Rural Technology, has darted functioning as the Council for
Advancement of People's Action and Rural Technology (CAPART). It is an autonomous
body and channels governmental and aher funding to voluntary agencies) with the
intention of forming groups of farmers, espedally small farmers, in contiguous areas to
install common means of irrigation like tube wells as individually they would not find
such investments viable. There ae now 36 such groups with 712 households as members
in 14 villages in Vaishali and Muzaffarpur districts (The movement has now sprea to
many other neighbouring districts). As the formation d such groups is based on con-
Sideration of contiguity of land in the command of a tubewell, the membership o
irrigation groups cuts acrossthe economic and social boundaries and depends on sizes of
holdings of the members. The size of a group was, therefore, not fixed and varied from 8
to 36. The benefits of irrigation are such that they quite often lead to voluntary
consolidation of lands by members.

2.85 No group has a cmmittee, but all groups elect a 'group leader' once in two years
to represent them on the managing committee of the SFA. All members of the groups
constitute the general body of the SFA and eled a Chairman once in three years and a
CAPART employee works as a whole time General Secretary of the SFA for the first 5
years. A representative of theloca bank is aso on the managing committee.

2.86 Groups are generally formed at the initiative of the SFA, though sometimes they
come up on their own and seek advice from SFA. Proposals for install ation of tube wells
and dstribution channels are prepared jointly by SFAs and the bank’s agricultural officer,
and once gproved are caried out immediately through the revolving fund with the SFA
which is later reimbursed by the bank. The SFAs have now been exempted from
producing land holding certificates issued by revenue officers, a usua pre-condition for
getting bank loans, and attestation to this effect by SFA is held valid. The groups have
joint savings acounts in the banks where contributions proportionate to the benefits of
irrigation source ae deposited by them. This fund is used for maintenance of the
investments.

2.87 Asvery small land holders and the landless were not diredly benefiting from such
groups, they were encouraged to form 'Action Groups to take up non-farm and allied
adivities. The SFA, with the help o Consultancy-cum-Guidance Centre (CGC) of
CAPART, arranges for the necessary training o such people and later helps them obtain
bank loans.

2.88 All loans are isaued on individuals names against group guaranteeat usua rates



of interest charged by banks. This has often led to the problem of prompt repayers being
denied fresh loans due to defaults by co-members. Apart from defaults due to natural
cdamities, many large farmer members were found to be willfully defaulting their
repayments. Although SFAs themselves tried to help the bank in recvery of loans by
aacepting repayments in kind (and crediting the bank accounts with equivaent cash) the
overall repayments stood at about 50 percent only. This has dampened the enthusiasm of
the bank also.

2.89 The SFAs, with the help of the CGC, have made arangements for agricultural
extension, animal hedth care, etc. All SFAs also had dealerships for various inputs like
fertilizers, which were delivered at the farmers doorsteps. A programme of farmers
contributing 40 Kgs of grains in ead season to avail of free hedth services has been
started.

2.90 Despite being aware of the fad that the larger and more influential farmers in the
groups do succeeal in moulding group decisionsin their favour,

VA SFA went ahead with the present strategy consciously in the hope of eliminating such
tendenciesin due @urse of time.

Other Groups

2.91 Malipukur in South 24 parganas district (W. Benga) is a small village with about
175 households, out of which 40 percent are landesslabourers. The literacy rate in the
vill age is almost 40 percent. In 1977, a sports club was established by the young students
and farmers of the vill age, which also took up jointly an economic adivity, viz., caching
fish from the village ponds. The income of about Rs 900 earned from this activity became
capital base of the dub. Sometime in 1981, the dub came in contact with the workers of
Lok Siksha Parishad (LSP), an organ o Sri Ramakrishna Misson Ashram, Narendrapur,
and began integrated programmes for the development of the village in genera and the
group members in particular. The membership of the groupisopento al and is at present
50. Dedsions regarding the adivities of the group are taken by a 15-member committee
elected every three yeas. The committee meets twice every month. Seaetaries of 12
such SHGs of nearby villages are members of a duster committeg which shoulders is
collective responsibility for a cluster of SHGs. The cluster committee is headed by an
extension officer of the LSP.

2.92 Whenever a SHG member wishes to avail of bank loan, the gplicaion is
submitted to the cluster committee through the SHG. After due scrutiny, the cluster
committee forwards the gplication to the LSP, which prepares the individua applicaion
after due appraisal and spot verificaion and forwards the same to the concerned bank.
The bank also conducts its own appraisa before sanctioning the loan. The LSP however,
arranges for any speda training that is required to manage the desired investment. In
case aborrower is not in a position to contribute the necessary margin money, the duster
committee aranges the same from the LSP as aloan at an interest rate of 6 per cent per
annum. The SHG aso has a savings programme in which members contribute Rs 5 per
month. Crop loans are sanctioned by the duster committee through the SHG's
Sanchayika (the saving programme). The LSP has provided Rs 10,000 to be used as
revolving fund for providing crop loans and loans for margin money. The interest part
from the repayments made by borrowers from the savings programme is retained by the
Sanchayika and amly the cpita is returned to the LSP. In this manner, the SHG's
resource base is $owly growing. So far 45 members have availed of crop loans and term
loans from bank for investments like poultry, fishery or dairy development. The cluster



committee monitors the use of loans through the SHGs and also helps obtain proper
cooperation from various government departments.

2.93 The SHG wishes to start a Women's Centre for providing training in various
income generating adivities like beedi making, weaving, spinning, broom making etc.

2.94 After the partition of India in 197, refugees from erstwhile East Pakistan
swarmed into West Bengal and many of them settled down at the outskirts of South
Calcutta and in South 24 Parganas district. An urplanned hutment colony of such
refugees came up in Sonapur block and was cdl ed South Sripur. It is at a distance of only
five kms from Calcutta. It has no agricultural land. It has about 700 households, most of
whom are caste Hindus. All depend on petty trading, artisan work and small jobs in the
nearby areas. The 12 hamlets of the vill age have their own small sized SHGs and their
cluster at the village level is called Students Club. The Students Club was founded in
1963 as an attempt to kegp a small plot of land in the village freefor playing games. This
collective struggle brought the village youths together who then started taking up more
constructive work for the village. In 1970, some of the dub members came in contad
with the Sri Ramakrishna Mission, which was only five kms away, and-thereafter they
were able to take up various emnomic adivities. The mhesivenessof the group existed
because of identical charaderistics of all the vill agers as all were refugees and caste
Hindus and faced the same social and economic problems.

2.95 At present, there are 53 members in the Students Club. The membership is open
and members have to pay Re 1 per month as membership fee In order to be able to take
benefits from various government schemes, the LSP helped register the Students Club in
1975 as a voluntary organisation under the Societies Act. The managing committee of the
Club has 13 members, 9 of whom are eleded and two nominated every threeyeas, and
there ae two representatives from the LSP and from the vill age Mahila Samiti (women's
group). A sub-committee of five members handles all economic matters and arranges
production oriented loans from commercia banks for investments, such as badyard
poultry of 200 to 300 hirds, goatery unit with 4 goats, or small fish ponds as well as loans
for tailoring, grocery shops, vending, fish shops, etc. The Ramkrishna Misson has aso
provided seed money to the tune of Rs 40,000 to the Nivedita Savings Fund of the Club,
which is used for providing loans for consumption as well as for margin money
contribution of members for availing of bank loans. The procedure of applying for bank
loans is gmilar to that existing in the Malipukur SHG. Even non-members can save with
the Nivedita Fund and obtain loans which are sanctioned at an interest rate of 8 per cent
per annum and are to be repaid within 18 months in monthly installments. In the cae of
genuine difficulties, the Club defers repayment without any penal interest. Apart from
this, a separate joint Fund has been created in which members of the Club contribute Re.
1 per month and ather members of the Nivedita Fund contribute 25 paise per month. Joint
Fund also aacepts donations and is used for helping needy persons in emergencies by way
of grants.

2.96 The Club has ® far not encountered any problem in recovery of loans, whether
provided throughits own fund or taken from the banks, becaise dose monitoring on the
use of loans is maintained by the SHGs and borrowers daily contads with the Club
authoriti es help them obtain useful tips in respect of marketing, avail ability of inputs etc.
Most of the borrowers were dso found to be housewives taking loans for productive
purposes. The Club has ambitious plan for the future, which include formation o a
consumer society, a children's cradle centre, a vocational training-cum-production centre,
aprimary hedth centre and a sports club for children.

2.97 Tamina is a small village with 66 households in the Karindimal hills in Orissa.



Thirty of these households are of marginal farmers, 22 are of small farmers, 13 are of
agricultural labourers and one is of an artisan. Most of them belong to the scheduled
tribes, whil e other belong to scheduled caste. All the households are members of the SHG
named Karindmal Gana Sanghatan (KGS), which was promoted by Gramvikas
(‘Gramvikas means village development), a SHPI. The basic objectives were to organise
the villagers to have their own voice ajainst any oppresson and exploitation. The SHG is
headed by a managing committee of five and is elected for three yeas. The President-
6fthe SHG is also a member of the Anchalik (regional) Committee which is a cluster of
10 similar SHGs in the region, and on which a SHPI worker is nominated as General
Seaqetary. All decisions are taken by the cmmittee in fortnightly meetings and
responsibilities are shared by all members. Activities undertaken by the group include
abolition dof liquor sale and its consumption, promation of fisheries, providing loans for
consumption including loans for hedth care and celebrations, organising the women and
promotion of thrift adivities.

2.98 Members contribute Re. 1 per month as membership feeand deposit any amount
that they are ale to save. The Sanchay Y ojana (savings sheme) presently has a fund of
about Rs 10,000, sixty per cent of which is kept in afixed deposit in abank andtherest is
used for issuing loans to members at an interest rate of 4 per cent per annum. Repayment
periods are decided on merits of individual cases. All the members have been identified
as potential beneficiaries under IRDP and about 40 have recaved bank loans under one
or the other scheme operating for the benefit of tribals and scheduled castes. Forest
plantation has been taken up on waste lands under the NREP.

2.99 The SHG wishes to start a mnsumers society, a training centre for women and a
training-cum-production centre for making improved bamboo roofing Sheets with bank
finance



CHAPTER -3
ROLE OF SELF-HELP PROMOTION INSTITUTIONS

In the mntext of asessing the likely posgbilities for development of linkages between
self-help groups on one hand and the formal credit institutions on the other, it is
necessry to have a ¢ea understanding of the role played by SHPIs in the promotion and
development of SHGs. The following dscussion is based on the experience of 19
SHPIS("Excluding a government department which played the promotiona role )
asociated with the SHGs covered by the present study. These SHPIs had adopted
organisation of the rural poor into functional groups as a strategy of their intervention.

Birth of the SHPIs

3.2 The SHPIs have come into existence a aresult of an urge to help improve the lot of
the poor. Often the inspiration for voluntary intervention in favour of the poor has come
from the situation of mass poverty co-existing with impressve development all around,
and of various forms of exploitation at the hands of the well-to-do or 'powerful’ segments
of the rural society as well as indifferent and ursympathetic attitudes of the official
delivery mechanism. A noteworthy feaure, therefore, is that the SHPIs were started by
people ranging from university students to highly qualified professonals, in response to
an urge to do constructive socia work. Such persons have dso been able to build-up
teams of committed social workers to achieve the objectives of colledive intervention.
For instance, SHPIs like Gramvikas, Janeev and Rura Communes were started by
students of the Universities of Madras, Pune and Bombay respectively, who wereinitially
involved either in relief work (e.g., Gramvikas) or in the University's Graduate V olunteer
Scheme which placed graduates in rura setting for 'experimental leaning (e.g., Rura
Communes). The Behavioural Science Centre (BSC) came into existence & the initiative
of some teachers of St. Xavier College Ahmedabad who were struck by the socia
inequalities that existed in the rura society and felt disillusioned after witnessng the
contrast between the text-book knowledge they imparted and the redity that existed in
their neighbourhood in the cuntryside. Kishore Bharati and UVM were started by
professonals who relinquished lucrative dternatives and got involved in rura
development work. Other SHPIs such as ASSEFA, Ramkrishna Ashram, MYRADA,
SWRC, Seva mandir, Parivartan,VASFA, WWF, NIRID, Mahiti and Nazareth Ashram
were similarly formed and promoted by enlightened persons engaged in one or the other
form of constructive work based on social commitment.

Status of the SHPIs

3.3 All the SHPIs were registered as voluntary agencies under the Societies Registration
Act 1860, except Parivartan which is an urregistered grassroot level organ of another
registered voluntary agency cdled PRAYOG. All were nonpolitical bodies.

Target Group

3.4 The target group of the SHPIs is mainly the rural poor consisting d small and
marginal farmers, landless agricultural labourers, artisans, scheduled castes, scheduled
tribes and women, though some SHPIs were found to have ctered to the non-poor of the
villages as a matter of strategy to 'gain an entry' (e.g., MYRADA) or, as a matter of
necessty (e.g., irrigation groups of VASFA). In the case of MYRADA, the non-poor of
the vill ages are graduall y eased out from the SHGs.



Basic Objedives

3.5 Though the objedives have been spelt out differently by the different SHPIs, the
central objedive of all the SHPIsisto kring about a qualitative dange in the lives of the
poor. Emphasis has, therefore, been on (i) changing their outlook towards themselves and
the rest of the society through self- analysis, and (ii) self-reliance for self-development
based on goup effort. Hence the stressis on collective existence and promotion of
various forms of mutual help for each ather's betterment. Some SHPIs were dso having
an explicit objective of improving the access of the poor to the officia deivery
mechanism creaed for poverty all eviation.

Rolein the Development of SHGs

3.6 In order to facilitate the initial task of organising the poor into groups, attention was
first focussed by the SHPIs on some spedfic issues of immediate common concern to the
poor like exploitation by vested interests, seasonal migration for employment, small
credit neals to meet emergency situations, raw materias supply, etc. Initia eff orts were
directed towards bringing about a new awakening among the target group. Various
instruments like non-formal education, informal discussions, plays and puppet shows etc.
were used. Programmes like extension services, hedth care and financial support in times
of difficulty were aso often used to win over the confidence of the target groups. This
preparatory stage of awareness credion through various conscientisation methods and
establishment of credibility took considerable time, which was even upto 2 yeas in some
cases. During this phase, the SHPIs succeeded in establishing rapport with the target
groups, bringing about considerable awareness amongst them, and most importantly,
triggering a process of collective thinking on common problems and evolving solutions
based on group eff orts.

3.7 Since organising the poor into cohesive groups was found to be avery difficult task
on acount of various cia-cultural stratifications (though absolute poverty is a common
fedure), the SHGs were generaly formed on consideration of homogeneity among the
groups and their functional viability. Often groups were therefore, either of members of a
particular caste or sub-caste, or based on a wmmon emnomic &ctivity, or only of women.
However, certain SHPIs had also succesdully promoted groups of mixed castes and
religions. For instance, in the cae of Mazdoor Sangathan, the level of awakening brought
about by the SHPI was 2 high that the group had completely overcome the disintegrating
forces that initialy existed within itself because of caste diff erences.

3.8 A few SHGs came into existence @ a result of the ‘demonstration’ effed of the
succesdul functioning of the SHGs promoted by a SHPI in the aea. In such cases, the
concerned SHPI's help and guidance was ought by the poor organising themselves into a
SHG.

3.9 After the formation of the groups, the SHIPs have dosely involved themselves in
systematizing the working d the groups that allowed fuller participation of all members
in dedsion-making, promotion of various forms of mutual support and emergence of
leadership. They have concentrated onimparting organisational skill s, inculcating rew
attitudes and providing resources to sustain a process of development which reduces
abject dependence on aher exploitative interests. As regards the dforts at improving the
financia strength of the poor, the SHPIs had motivated the members of alarge number of
the sample SHGs to build a common fund. For this, they inculcaed the habit of regular
savings by SHG members, and evolved suitable instruments for the purpose. The



members were cntinuously being trained in management of common funds for the
benefit of the members (e.g., MYRADA, NA, KGSN, etc.). Many SHPIs provided
financial resources to the groups in the form of a revolving fund o seed money
contribution. Some even organised informal credit cooperatives of the poor for meding
legitimate aedit needs for productive purposes (e.g., ASSEFA, WWF). Some others
(e.g., RMA and VA SFA evolved suitable arangements for linking up the poor to formal
credit institutions with afair degree of success To facilitate this, support was provided in
the form of arevolving fund from which asgstance was provided to members for meeting
their margin money requirements. Certain SHPIs had also made arangements for
providing suitable activity based training to the SHG members for upgrading their present
skills or imparting new skills before embarking on the new activities, mostly in the non-
farm sector. An attempt was also made to provide marketing linkage wherever feasible.
Some encouraged the poor to utilize local resources like wastelands for environmental
improvement and thereby contributed to the nationa effort in this field, while enabling
the SHGs to diredly benefit from such activities. Certain SHPIs were observed to have
evolved meaningful alternatives to seasonal migration in seach of employment.
Encouragement was also provided by some for building up a grain bank or a fodder bank
totideover thedifficultiesfaced by poor during lean periods.

3.10 Another interesting feaure was that many SHPIs had involved the youth and

women from the, target group for constructive work including organising the people of
their communities into SHGs. As adready pointed out, a sizedle number of the sample
SHGs comprised only women.
3.11 The SHPIs were dso engaged in various other adivities beneficia to entire rura
community. Activities being promoted were such as non-forma educaion, credion of
scientific outlook through a new method of teading science in schools (e.g., Kishore
Bharati), sinking of wells for drinking water, primary hedth care, cdatle improvement,
tedinology upgradation and the like. They also encouraged credion of community assets
like village tanks, wells, roads, etc. through 'Shramadan’ . (Shramadan means voluntary
unpaid work for community) by the SHGs.

Major Constraints

3.12 The SHPIs argue that al efforts at improving the living conditions of the poor,
including those of the government as aso their own, clash with the interests of the better
off people and other vested interests like moneylenders and the petty bureaucracy.
Organisation of the poor their awakening and ewmnomic well-being is, therefore,
considered as a threa to the privileged position of these dominant interests. Allegedly, a
clear bias against the poor existed at the grassroot level. Some SHPIs with the support of
the SHGs often worked as watchdogs. By and large, the SHPIs fed that enough
recognition for their selfless work has not been forthcoming from the official agencies
(These SHPIs are happy that their developmental role has been stressed in the Seventh
Five Year Plan. But they point out that much needs to be done to creae conducive
climate for integrating their efforts with those of the official agencies). As a result, they
have to put up with innumerable problems, as they are 'not working in isolation.

3.13 The efforts undertaken by SHPIs to prevent exploitation of the poor were not
liked by the vested interests who were sometimes instrumental in
doing false propaganda to malign the SHPIs in the public eye. Often they have been



falsely branded either as extremists or agents promoting reli gious interests. Prevalence of
such climate makes it difficult for them to work. However, there ae some SHPIs which
have enjoyed some form of government recognition. In their cases, such problems were
eff ectively countered to a great extent, and these agencies were able to elicit cooperation
from local administration as aso from banks. Some SHPIs reported that since they
receive funds from foreign donors, (in addition to certain internal grants, government and
private) the locd administration views their activities with suspicion. They would,
therefore, prefer to rely on interna funds if such funds are forthcoming in adequate
volume to support their functions.

3.14 As regards the SHPIS willingness to cooperate with banks and government in
various programmes for the wedker sedions, the reaction was of a mixed type. They are
generaly willing to cooperate, but do not have much hgoe of achieving 'good results
unlessthe situation undergoes a qualitative diange. Regarding the local banks, the SHPIs
are generally of the view that a great ded of 'sensitization' of locd bankers would be
necessary for ensuring adequate and appropriate response to the credit needs of the poor
and to develop suitable padkage of assstance by involving the poor in the processof the
choice of adivity, the scde of operations, the anount of assistance and the like. They
also emphasise on , close coordination among al concerned. As regards their role in
future efforts related to banks, by and large, they are inclined to provide support in
identification of credit neads of the SHG members, monitoring and follow-up, and
improving repayment of loans.

Withdrawal of the SHPIsfrom SHGs

3.15 The Survey Team observed that by and large, the sample SHGs have not matured
yet to be fully self-reliant. At present, the SHGs themselves prefer to depend on the
concerned SHPIs in whom they have full faith. According to them, the SHPIs have been
their true friend, philosopher and guide and have shown them the way as also stood by
them in times of difficulty. The poor in the SHGs think that the SHPIs gymbolise their
interests unlike non-committed officials in the officia macdinery. Hence generally the
SHGs have a sense of ‘loyalty’ towards the SHPIs and do not want to snap their
relationship with the concerned SHPIs. The SHPIs, on the other hand, generally felt that
as a strategy they would have to withdraw in due course and reach out to ather peoplein
the target group in new villages. Most of them, however, had not planned for such
withdrawals, perhaps as the feasibility of withdrawing in the near future was doubtful
owing to the young age of the SHGs.



CHAPTER 4

BANKING WITH THE POOR - SOME EXPERIENCES

Experiences of SHGs

As ealier stated, the acessof the poor members of the SHGs to formal credit was, in
general, negligible. However, a small number among them had borrowed from banks,
espedally under IRDP and DRI scheme, for purposes like purchase of milch cattle,
bullocks, carts, etc. The loans were taken from regiona rural banks (RRBs), commercial
banks and, in rare caes, from primary agricultural credit societies (PACS). The normal
bank credit had almost not flown to them. This insignificant credit assstance was aso
mostly in the form of individual |oans.

4.2 The factors that appeaed to have limited their accessto institutional credit are: (i)
their status as landlessor marginal farmers, generally not havingtitle to the land, (ii) their
ladk of information about government programmes and bank schemes meant for weaker
sections, (iii) lengthy and cumbersome procedures for obtaining bank loans, (iv)
considerable time-lag in disbursement of credit by banks, (v) rigid nature of lending
policies of banks in respect of investments to be financed, unit size and scale of finance,
etc., which are not consistent with the preferences of poor, (vi) rigid procedure being
followed by banks concerning group guerantee for group loans, (vii) informal status of
the SHGs being a limitation for availi ng group loans, and (viii) genera hesitancy on the
part of the SHG members to borrow from banks because of past unpleasant experiences
and general apathy of local bankers and government functionaries.

4.3 In the course of the study, an attempt was also made to ascertain the difficulties
experienced in the past by the members of the target group of poor (SHG) in borrowing
from formal credit institutions. Such SHG members reported considerable difficulties.
Three mgor difficulties were reported by almost al borrowers, viz., (i) cumbersome
procedures requiring various documents from Patwri, Gram Sevak, various bank
branches, etc., for making loan application, (According to the members of the SHGs, too
many formalities are required to be cmpleted in the form of paperwork requiring them to
repededly go to the Patvllari (vill age revenue derk), Gram Sevak (Block representative)
and the bank's branch. The Patwari and Gram Sevak are generally unhelpful. The dtitude
of bank staff isno dfferent. A minimum of 2 to 4 visits to each o the threeoffices (Viz.,
Patwari, Gram Sevak and Bank) beaome necessary. These severa visits amounts to loss
of daily wages, besides the payments to be made to various functionaries for procuring
the necessary documents and fulfilling ather formalities) (ii) considerable time-lag
between loan application and actual receipt of loan asdstance (iii) corruption, and (iv)
unsympathetic dtitude of the functionaries (In certain cases, the poor borrowers from
SHGs reported bad treament at the hands of the staff of formal credit institutions at
ground level like RRB branches, primary agricultural credit societies (PACS). According
to some SHGs, such staff are often drawn from local aress and are subjed to the
influence of vested interests. They are either hostile to the poor or show indifference to
their needs). The general readion o the poor on formal credit was one of despair.

4.4 The discussons with SHPIs nearly confirmed the above views of the members of the
SHGs, athough some of them had encouraged members of the SHGs to borrow from
banks. Many SHPIs are critical of the functioning of financial institutions at grassroot-
level. Because of the difficulties associated with obtaining bank credit, the SHPIs often



attempted other 'alternatives. Either the SHPIs themselves provided funds to the SHGs
(e.g., ASSEFA, Rural Communes, Kishore Bharati, Parlvartan, etc.), or encouraged the
SHGs to build up a 'common fund' based on the members regular small savings and
initial seal cepital assstance from the SHPI (e.g., MYRADA and Nazaeth Ashram). In
some caes, they started credit cooperatives of the poor themselves (e.g., Working
Women's Forum and ASSEFA). Such arrangements have proved highly useful in meding
the smallscde production and consumption credit needs and have helped considerably
reduce the dependence of the poor on moneylenders. It may be worthwhil e, however, to
point out that the SHPIs concede the fact that the éove alternative arangements do not
provide the panacea & they are inadequate instruments and the formal credit institutions
are ill relevant to the poor for ‘development’ credit. Most of the SHPIs are, therefore,
found to be willing to cooperate with banks in improving the accessof the rural poor to
formal credit and wanted a general change in the goproach and attitude of rural bankers.

Existing linkages

4.5 The survey revealed that in a majority of cases, the SHGs had no linkage with banks
either directly or through SHPIs. However, there were two cases in which the found that
useful linkage has been huilt between the SHG and the SHPI on the one hand, and bank
on the other, to meet the aedit needs of the poor for development. In one case, the SHPI,
was VA SFA operating in 14 villages in Vaishali and Mazdfarpur districts (Bihar), and in
the other case, the SHPI was Ramkrishna Mission Loksiksha Parishad operating in South
24 Parganas district (West Bengal). In these two cases, good coordination was observed
between the voluntary agency and the major bank of the aeafor ensuring a greater flow
of formal credit to the poor, as aso for sharing of the responsibilities involved in their
joint efforts in 'reaching out' to the poor and the neady. Additionally, both SHPIs seemed
to enjoy a cetain measure of reagrition’ from the State and Central Governments for
their development adivities, which has drengthened their intervention favouring the
poor. VASFA, which is a federation of small SHGs called small Farmers Assciations
(SFAS) was established under the sponsorship of CAPART and its General Secretary isa
representative of CAPART. The regional office of CAPART is housed in the same
building with VASFA's office The participating bank is aso represented on the
managing committee of VASFA. The SHPI motivates the members of various SHGs
promoted by it to avail of productive loans from the bank. The bank has st up a separate
cdl, which acts as its stellite office to effectively cater to the needs of the poor. It
aacepts, processes and monitors all loan acoounts of the SHG members. Formulation of
suitable loan proposals is done by involving the members of the SHGs, VASFA and the
financing bank. SFAs have been exempted from producing land hdding certificates
isaued by revenue officers and attestation by the SFA General Seaetary to this effed is
considered valid. Once a proposal is sanctioned by the bank, it is executed through the
revolving fund of the SFA and reimbursed by the bank. The SHPI lends support to the
bank in follow-up and supervision of loans to SHG members through goup leaders of
each SHG and persuades them for ensuring better loan repayment. The SFAs also take
recovery in kind, e.g., food grains, and then deposit equivalent cash in the bank. The
purposes for which loans have been availed of by the SHG members are joint tube wells
on group guarantee basis, individual crop loans by members of irrigation groups and for
petty business (e.g., tea stall, grocery shop, knitting, weaving, carpentry, repair units,
dyeing, printing, shoe making, etc.) by the landless members of the SHGs cdled 'action



groups. The landless are provided the necessary training in various trades and adivities
before linking them up with banks for loans. For this purpose, CAPART has %t up a
training centrein the aea.

4.6 A close linkage between the SHGs, SHPI and the banks was also olserved in the cae
of the SHGs promoted by the Loksiksha Parishad. This SHPI arranges term loans from
banks for individual members of the SHGs through the duster committee (As already
explained in the ealier sedion, a duster committee is afederation of SHGs of contiguous
vill ages or hamlets. The SHPI has its representative in the duster committee of a group
of SHGs. The SHGs receive the loan proposals from members for various emnomic
adivities and forward the same to the duster committee, which in its fortnightly meetings
conducts a scrutiny of the applications, judges the training reed before taking y the
adivity by the concerned member and aso decides whether the member requires margin
money support from the special fund maintained for the purpose. After due cetification,
the loan applicaions are forwarded to the LSP. The SHPI prepares a feasibili ty report on
loan proposal and alongwith such reports ends the goplicaions to the financing bank for
necessry sanction. After the recept of the loan applications from the SHPI, spot
verification is done by the bank's field officer and loan proposals are appraised after
giving due consideration to the SHPI's feasibility report on the activity proposed for
credit assistance. The SHPI arranges help in post-loan foll ow-up and supervision and also
in recovery of loan through the cluster committee of the SHGs. Close guidance is
provided to the members in the pre-and post-loan stage. If the SHG members, plan to
start certain activities requiring prior training, such training is arranged by the SHPI in its
training centre. Margin money, when necessary is arranged for the members from a
revolving fund created by the SHPI at the duster committee level. This support it
provided to the members at an interest rate of 6 per cent per annum. The SHPI isin good
terms with all development departments of the Government. The SHGs opined that their
direa linkage with the Ramkrishna Misdon helped them receive asdstance without
much dfficulty, from development agencies, including banks.

4.7 The two SHPIs were aleto dbtain sizeable bank loans for their SHG members and
serve as a pointer to future efforts at developing a participatory approach in credit
delivery involving SHGs, SHPIs and the banks. The recovery of loans was reported to be
very satisfadory (as high as 95 per cent of demand) in the case of SHGs promoted by
LSP. On the other hand, in the cae VA SFA the remvery of loans was only 50 per cent of
demand. Nevertheless in the latter case, it neeads to be borne in mind that the SHGs were
of mixed type, i.e., of both poor and non-poor. Interestingly enough, majority of the
defaulters belonged to the relatively richer class e.g., irrigation groups, where the
involvement of the non-poor cultivators was necessary to form a compad areato benefit
from a common tubewell. In the case of the poor beneficiaries, the SHPI maintains that
the default is genuine and due chiefly to natural cdamities.

Experience with Group Guarantee L oans

4.8 Only two instances of group guarantee based bank loans were noticed. The first
relates to the dairy loans obtained by a group of 8 persons of which 7 persons were
members of the Mazdoor Sangathan and the second relates to the joint tubewell |oans
obtained by the irrigation groups of V ASFA. Under the eisting goup guarantee
arrangement, the financing bank insists that all members of the- group should repay their
respedive loans before afresh loan is granted to any member. The rationae is that by so
insisting, the group presaure will ensure repayment of bank dues by all members.



However, in redlity, defaults by poor borrowers are often involuntary due to the fadors
beyond their control, or there is always a posshility of a blackshee in the group. Both
groups complained about the denial of fresh loans to them on the pretext that some of
their co-members were defaulters. In the case of the joint dairy loans, one @-borrower
who turned out to be awilful defaulter was not a member of the SHG. In the ase of ir-
rigation groups, involvement of influential large farmers could not be avoided and it was
the large aultivators who turned out to be wilful defaulters. There is a need, therefore, to
suitably modify the group guarantee arangement.

Views of Bankers

4.9 During the course of the survey, a few available loca bankers were mntaded with a
view to getting an insight into the problems experienced by them in financing the credit
needs of the poor. It was found that quite often the bankers were not even aware of the
function at times did not have any ideaof the working of the SHPIs in the aeas of their
operation. The general notion anong bankers was that SHPIs were ‘welfare' organizations
working for the betterment of the poor people and there was litter in their functioning,
which would have abeaing on banking adivities.

4.10 The bank were largely used to gperating with individuals, whether it is coll edion of
savings or granting of loans. The exceptions where banks have dealt with groups of rural
people were ather for indirect lending through cooperative societies ceded to them or for
financing the borrowers directly for common investments on group guarantee basis.
There have been no attempts at mobilising savings through a group effort. When the
group guarantee scheme was implemented it was expected that group presaures would
induce individual members to repay their loans promptly, as the prompt repayers would
be denied future aedit assstance if any of the members of the group turned a defaulter. It
appears the system has not worked efficiently and that prompt repayers have become the
victims of the group guarantee scheme and have been denied future loans. The major
reason for this failure gopears to be that the members had come together only for the sake
of taking loan and the group pressures did not work because the group never had a very
cohesive structure. This was aso due to the fact that in most of such cases the group
comprised members of both the poor and the non-poor classes. Often it was the non-poor
members who wil fully defaulted, as they could afford not getting a fresh loan, and were
aware of bank's limited powers to take any action against them. The result was that the
poorer members suff ered as they were in no position to assert on the non-poor.

4.11 It has been mentioned ealier that the dharaderistics of the SHG members and
thelir credit needs were such that they did not fit in with the requirements of formal credit
institutions. The members were often marginal farmers with very small holdings, tenants
or share croppers with no documentary evidence to that effed, landless people often
cultivating o revenue lands (thereby performing, technicaly, an illega task),
agricultura labourers and small-time artisans with very low level of turnover. Their
credit needs often emanated from esential expenditure on health care, marriages, deaths
or subsistence requirements, coupled with small working cepitd requirements for
cultivation and other production or trading activities. Apart_from the fact that these
people were not in a position to produce documentary evidence of their land ownership or
tenancy, many of them happened to be victims of 'benami' transactions carried out in their
name in the village cooperative Societies (PACS) etc. Once dedared as defaulters in
resped of such benami transadions, they could not obtain 'no dues certificates for taking



any (new) loan from any formal institution. Even if the banks wanted, they were not in a
position to help such cases within the framework of present regulations.

4.12 The banks were dso guided in their loan transactions by certain norms relating to
minimum unit sizes of investment derived from viability considerations, scdes of finance
for working capital requirements and unit costs of investments supposedly appropriate for
the 'approved' unit sizes of various investments. Certain investments aso did not fall
under the 'approved’ items of investments which could be financed by the banks. This
created serious problems for the poor since they were keen on dbtaining credit for
investment and unit sizes which they considered appropriate for their requirements. To
give an example, an agricultural labourer wanted a loan for buying 2 o 3 ewes (as
against the standard minimum unit of 20 ewes and one ram) which he can conveniently
manage dong with his daily work (rather than forgo his daily wages in trying to tend the
large unit). This is considered not viable by the banks and hence not "approved.
Similarly, loan requirements for cultivation of crops are dedded on the basis of approved
scales of finance related to standard norms of input-use. In the @ase of the SHG members,
the requirements happened to be of much smaller amounts than the prescribed scales of
finance for the simple reason that the demand for credit often arose out of unanticipated
needs and sudden exigencies, like sickness of family members forcing afarmer to employ
wage labour for a weeding operation while all other labour needs are normally met by
family members and not much of purchased inputs are used. The forma credit
institutions were shy of entertaining such loan requirements which were not consistent
with their norms as they feaed that the loans would be misutilised.

4.13 Ancther important aspect that needs to be onsidered is that the aedit
requirements of the poor are for smaller amounts, at more frequent intervals, for varied
purposes and at odd times which can not be handled by the bank staff in the rural
branches within viable limits of cost of servicing these requirements. Servicing these
credit requirements would not be a feasible proposition for the banks if taken up on
individual basis. Cost-eff ective methods, therefore, have to be found. In the absence of
any ingtitutional tier between banks and SHG members, the only way left is to ded
directly with the concerned SHGs or through respedive SHPIs. The problems faced in
dealing with SHGs diredly related to the dsence of lega status of the SHGs as aso their
amorphous charader. Though some of the SHGs seam to be functioning as cohesive
groups, the bankers were cnvinced of their successful functioning more due to presence
of concerned SHPIs rather than the working strength of the SHGs themselves. They
wondered whether SHGs would continue if SHPIs withdraw due to any reason. It has
already been mentioned that the necessty of having legal status was so much paramount
in the thinking o the bankers that in its absence many of them had refused the SHGs
from opening even savings bank acmunts with them. The anorphous charader of the
SHGs and varied loan requirements of SHG members also appear to come in the way of
banks extending loans to SHGs on group guaranteebasis.

4.14 Most of the SHGs had suggested that in case banks wish to help them, banks sould
provide money to the SHGs and leave it to the SHG to approve and alocae credit
asgstance amongst its members depending on their individua requirements. Though in
principle this ams to be alogicd answers to the problems that banks face in lending to
the poor, the banks fear that in such a @ase, it would be difficult for them to monitor the
provision and uilisation of such loans by the SHG members which may also have
implications for repayment of loans. Another issue relates to charging of varying rates of
interest which do not conform to the approved rates of interest prescribed for the banking
structure. In order to overcome this problem, most bankers prefer involving SHPIs in the



entire operation. Though they prefer that SHPI should prepare loan applications of all

individual cases, accept to monitor all such loans and guarantee repayments, some of the
bankers were not very averse of providing loans to SHPIs for being alocaed by the latter
to the SHG members. In such an event, it was left to the SHPI to use group presaures and
group support which is the backbone of the functioning of the SHG. As arealy
mentioned, the SHGs were keeping their liquid resources in savings accounts with banks,
either in the name of the SHG itself or in ajoint acount of two or three members. The
amounts were not very large & most of the SHG's funds were loaned to members. But, if
the banks were to hand e the savings or thrift amounts of individual members, the st of
'mobilising’ these small savings would have turned out to be quite high making it an
unviable operation. Without conscious efforts, therefore, the banks were using a cost
eff ective method of mobili sing small savings of the rural poor through the group effort of
the SHGs. This apart, even though most SHGs felt negatively of banks and bankers as far
as loaning operations were concerned, the same banks were found by the SHGs as the
most trustworthy custodians of their money.



CHAPTERS
MAJOR FINDINGSAND POLICY ISUES

This chapter summarises the magjor findings emerging from the cae studies and also
indicaes the pdicy issies that need consideration at appropriate levels for
formulating afuture adion pojed.

5.2 The self-help groups covered in the cae studies represent a variety of groups
like savings and credit groups, joint farming groups, irrigation groups, a sericulture
farming group, socia forestry groups, trade groups and nonfarm adivity groups.

Major Findings

5.3The mgor findings of the study can be summarised as under:

(i) Almost al the sample SHGs were formed with an emphasis on self-help and
with a view to promoting objedives like freedom from exploitation, econamic
improvement, and raising resources for development. By and large, the sample SHGs
were of 'target groupg people @nsisting of small and marginal farmers, agricultural
labourers, artisans, scheduled castes and scheduled tribes and women. The genesis of
invariably al the sample SHGs can be tracel to ore or more common poblems
aroundwhich the target group peoples’ consciousnesswas built-up and the process of
groupformation initi ated.

(i) As aresult of the systematic and painstaking efforts of the SHPIs, the sample
SHGs came into existencewith anew culture and system of colledive eistence

(i) Homogeneity in terms of caste, spedfic e@namic adivity, etc., have played a
role in organising the poa into SHGs, though in some caes groups comprising
different castes or sub-castes were dso formed. Generally spe&king, the stressof the
SHPIs promoting the SHGs was on small, hamogeneous, socio-ecnamicaly
functional, fully participative; voluntary and nonpdliticd SHGs having similar
problems, needs and interests. This is in contrast with the formal vill age amoperatives
which are made up of socio-econamicdly heterogeneous groups of people, in which
the poa have littl e say.

(iv) Magority of the SHGs were of recent origin and olserved to be & various

stages of evolution, some neaing maturity, whereas many others dill in the initia
stages of group existence However, amost al exhibited certain aorganisational skill s
and attitudes to sustain a new process of development. Most groups have erolved
flexible systems for governing their working and managing their common resources
in a democratic way with participation d every member in dedsion making.
Dedsions were generally based on enough deliberation and colledive @nsensus.
Some SHGs either had an eleded or nominated committeeor a leader to overseethe
day-to-day working.
(v) The SHGs invaved mainly in savings and credit adivities have evolved a variety
of instruments to promote thrift among their members. These groups were involved in
generating a ‘common fund from out of small thrifts, promoted on a regular basis
among the members by curtailing their unproductive expenditure. The SHGs had a
system of colleding an initial contribution (entry feg share contribution) ranging
from Rs 5 to Rs 10 per member. These were suppdemented generaly by regular
monthly fixed contributions, which varied from Rs 5 to Rs 10 among diff erent groups,
as svings. Penalties were imposed for delayed payment. Some small SHGs mobili sed
savings in very small denominations of even 10to 25 mise with spedally evolved
methods which were eaier to be followed by the illit erate members. Such common
fund, which was growing bit by bit, was invariably kept as a depaosit in a savings bank
acourt in the locd bank branch ar, in some exceptional cases, in a postal savings
acourt.



(vi) Apart from inculcaing the savings habit among their members, the SHGs made
effedive use of the common funds thus built up from internal savings, supdemented
in some caes by funds available from SHPIs as sal money, for issiing small
emergency loans, either for purely consumption a production puposes or for baoth.
Usuadly the amounts loaned were small, ranging from Rs 20 to Rs 500. The
consumption loans covered subsistence neals, hedth care, social ceremonies, etc. The
produwction loans were generally for purposes like purchases of inpus, small
investments like poutry, Sheep, petty shop, etc. In some SHGs celings on loan
amourts, e.g., Rs 390 to Rs 500, have been prescribed. These loans were often for
short periods of one to three months. The short-term loans generally caried an
interest rate of 2 to 3 per cent per month. Longer-term loans, which formed a small
propartion, were repayable in 10 months or more and carried lower interest at 1 per
cent to 1.5 p@r cent per month. Non repayment of loan entailed fines which ranged
from 50 peise per day to 1 per cent per month. Defaults were, however, rare &
prestige, group pesaure and group suppat worked. Such arrangements obviated the
need for taking recourse to the moneylenders, landords, traders or such aher
influential persons who exploited them in the past.

(vii) Some of the SHGs perceve that the development of the poa is nat a‘one-shot
operation’ invalving asizeable anount of credit, bu has to be dtempted in successve
stages with small dases of credit.

(viii) SHGs nat having aregular savings fund were observed to have an emergency
fund, mainly based on their membership fees or on the surplus from their joint
ewmnamic adivity. The fundwas used for internal lending for small emergency loans.
There were afew other SHGs which had maintained a 'grain bank' or a ‘fodder bank’
to enable the members to tide over lean periods. Hence the sample SHGs had
generally succeealed, to a gred extent, in eliminating the conwventional informal
sources of credit at usurious terms. Neverthelessa sizeable number of SHG members
(belonging to those SHGs which were not having regular savings based funds)
reported barowings of consumption a production loans from moneylenders at as
high interest rates as 120 per cent per annum. This underlines the importance of thrift
promotion among all SHGs. The SHGs which have amerged around common
eonamic adivities have varied types of production credit needs. The members of
these SHGs neeal credit for suppating their present scde of operation as also
expanding it, though gradualy. In the asence of a aedit linkage, at present the
members of the SHGs depend on pivate sources of credit.

(ix) The internal loans were generally provided on the basis of trust in the
borrowing members, withou any paper-work and seaurity except in some caes when
aloan applicaionwas obtained. The recovery of these |loans was excdl ent.

(x) The self-help adivities in the groups were varied like raising common funds
from small savings of members and helping them in times of need, development of
common resources like irrigation and sharing common farm services, preventing
migration by initiating new joint econamic adivities, and releasing bonced labourers
of member families.

(xi) The SHGs were of varied types and al the SHGs except one were informal
bodes and hence, amorphous in a legal sense. However, the field level observations
suggest that majority of the SHGs have agood chance of sustenance & they were
evolved in resporse to the mmmon problems associated with the dsolute poverty of
the members and as a result of awareness brought abou by the SHPIs. These SHGs
seamed to be functioning as cohesive groups.

(xii) Mgjority of the SHGs were @hesive groups having more or less $milar
fedures of working of formal bodes. Many of these SHGs prefer to remain informal
in order not to lose freedom in their working. llliteracy is a magjor obstade, bu the
SHGs were found legping the necessary books of aceurts etc., with the help of semi-



literate members and adive suppat of the mncerned SHPI.

(xiii ) There were cetain groups of only women members, which were satisfadorily
working. The women groups were succesgul in bah small savings mohili sation and
credit management of the cmmon fund as aso in promoting income generating
adivities. The SHPIs appeaed to have reagnised the strength of women's role in
aleviating poverty of the target groupfamilies.

(xiv) The SHPIs have played a ommendable role in arganising the rura poar into
self-help groups and theredter promoting their proper functioning, athough
organising them into compad groups is a very difficult task onacount of their socia
stratifications based on castes, religions, etc., functional differences, illit eracy and all
pervasive ignorance, and low perception levels. However, the developmental role of
the SHPIs seamed to be inadequately understood, less appredated and seldom
recognised by lower level functionaries in government and by forma credit
institutions.

(xv) The aedit neeals of the SHG members are of threetypes: (a) small individual
loans at diff erent times for consumption, crop production, and working capital suppat
in petty business adivities, (b) medium or long-term loans for purposes like work
bullocks, dairy animals, irrigation wells, and to be gprehensive of the risks involved
in lending for this group d people.

(xxi) Under the present pdlicy, the banks are primarily lending for individual
investments and they also consider, on a group guarantee basis, loan propasals for a
similar investment (e.g., irrigation tubewell) to be taken upjointly by more than ore
borrower. The grassroot level bankers, as aso the SHGs and SHPIs emphasised the
need for a suitable modificaion in the group guarantee provisions. Under the present
arrangement of group guaranteg regularly paying borrowers are denied fresh loans
and, therefore, they get penalised on acourt of a default by one or few members
involved in the guarantee The present lending policies also do nd permit extending
credit suppat to groups like SHGs, which are unregistered bodes.

Linkageswith Banks

5.4 The cae studies dhow that most of the SHGs are operating with a very low
resource base, which is mostly dependent on internally generated savings (The word
'saving" is not to be understoodin a cnventional sense. the poa in the SHGs had no
propensity to save in view of precaious family budgets. The group fundis colleded
bit by bit by way of promotion d thrift). Given the eonamic condtions of the
members of the groups, these funds are small and herdly sufficient for meding the
consumption credit needs of the members. That leases very little for production a
investment credit needs. In some caes, the resource base has been strengthened by
some financial suppat from the SHPI to enable them to undertake some production
adivities. However, there still appeasto be anedal to strengthen their resource base to
enable the group members to undertake investments necessry for expanding their
production levels, as also for taking up certain joint income generating adivities
which will result in enhancing their incomes. Since the promotional institutions have
their own limitations in extending financial suppat because of limited and urcertain
resources avail able with themselves, it will be necessary to find ways and means of
establi shing linkages of these groups with banks for savings as well as credit adivities
as along-term solution to the problem.

5.5 In the context of considering posshiliti es of establishing linkages with banks
and aher institutions, the following points nead to be considered:

(i) The present level of linkage of the SHGs with banksis limited to the savings
operations of the SHGs. With the passage of time, such groups lend themselves as the
patential clientele for developing credit li nkages.

(i) Although, in genera, the SHGs had slender linkages with formal credit



Institutions, there have been some notable exceptions like VASFA and LSP, which
have dfedively developed credit links between the target groups and banks. These
agencies identify the aedit requirements of potential borrowers and help the banks in
purveying credit, assst in monitoring the end-use of loans and in timely recveries.
However, an effedive linkage to mobhilise savings has not been bult up in this
arrangement although credit is expeded to have helped increase the incomes of the
borrowers abstantialy. Such institutions constitute good pdential for future
development of linkages covering both credit and savings adivities.

(i) Ladk of adequate information abou the functioning of SHGs needs to be taken
cae of to help banks fadlit ate development of suitable linkages.

(iv) Considering the present stage of development of SHGs where most groups
appea to be passng through an evolutionary stage and still experimenting with
different approades, and are heavily depending on SHPIs, it seems appropriate that
SHPIs are adively invalved in any scheme of linkages with banking institutions.

(v) The savings adivities promoted or undertaken by the SHGs represent a type of
innowetionin low cost mohili sation d savings. Some of the banks have dso attempted
catain innowtions in this regard, eg., the 'Pigmy Deposit Scheme, which
emphasised colledion d small savings, and the cncept of ‘part-time banker', which
introduced a system of colledion d depaosits at minimum cost. In that sense, the
SHGs' system of savings colledion could be viewed as ancther innovation towards
low cost mohili sation d savings which the banks could think of exploiting.

Issuesfor Consideration

5.6In the mntext of examining future posshiliti es of development of linkages, afew
issues that need consideration are & foll ows:

(i) The asence of a lega status of SHGs sans to be amagor constraint in the
development of linkages between the SHGs and lbanks. Whether any form of
recognition short of legal requirement could faalit ate building up o linkages?.

(i) Could amore adive invalvement of government development agencies with the

working of the SHGs leal to seauring recognition for the latter which may also help
in bulding linkages with banking institutions?
(i) The banks appea to have reservations in bulding credit linkages with SHGs
apprehending certain risks arising out of amorphous nature of the groups and the wide
range of adivities undertaken by them. Could some arangements like setting up d a
guaranteefund ke considered in the context of promotion d linkages?

(iv) Ancther question that arises is whether the SHGs could stand ontheir own
after the withdrawal of SHPIs. Given the present heary dependence of SHGs on
SHPIs, what can be dore to ensure the continued participation d SHPIs during the
period contemplated for the linkage? What further steps are necessary to widen the
information base in regard to adivities of SHGs as well as of SHPIS?

(vi) Given the diverse nature of the SHGs, as also o their adivities and credit
neals, would it na be desirable to consider development of flexible models of
linkages appropriate for various stuations? What types of pilot or adion-reseach
projeds need to be developed for evolving appropriate linkage models?



NUMBER OF SELF-HELP GROUPS STUDIED IN VARIOUS STATES

Annexure |
MAJOR ACTIVITY
Social  Sericul
State Savings& Joint  Forestry/ ture Tradingin Nonfarm Integrated Total
Credit Farming Afforesta Farmin  fruits Activity  Activities
tion g
4
Andhra Pradesh AMS(2) * - - - - - 4
Bihar - - - - - --
- - 2 - - -- 2
Gujarat BSC(1)
MAHITI(1)
3 - - - - - -3
Karnataka MYRADA
2 - - 2 -4
Kerada KGSN(l) - - - - KGSN
NA(I)
- - 1 - - 2 -3
KB ) ) PARIVAR
Madhya Pradesh TAN(L)
GOVT.DE
) i PT(l)
8 1 - 3 - -12
Maharashtra - RC  NIRID JANEEV
Orisa - - - - - 1 1
- - - - - - GRAMVIKAS
Rajasthan 5 - 1 - - 3 - 9
SM - UvM - - SWRC
Tamil Nadu 3 1 - 1 - 1 -6
ASEF MYR
MY RADA A ADA WWF
West Bengal - -- -- - - 22
RMA
TOTAL 17 9 5 1 3 8 3 46

+ Names of asciated SHPIs. Figuresin bradkets are number of SHGs promoted by the SHPI
* No spedfic SHG covered. Funtioning of VA SFA, a SHPI, was however studied in Bihar



THE SAVINGSAND CREDIT SHGS COVERED UNDER THE SURVEY

Annexure |l
Name of the SHG Associated Membership Dedsion Nature of Interest rates
SHPI M F Tota  making regular Charged onloan
by a savings
Committe
e(C)
or Entire
Group
(EG)
Andhra Pradesh
1 Sahkar Sangham, - 205 25 230 C Rs50/month 1% per month
Mylardevpalli andRs
10/month
2 PrgaSahkar Singham, - 330 330 C Rs10/monh  1.5% per month
Sivarampalli
3 Saraswathi Mahila AMS - 63 63 EG Rs10/month 3% per month
PodupuSanghah.
Khanapur
4. AnandaMahila PodupuAMS - 27 27 EG Rs10/month 3% per month
Sangham, Kagazghat
Rajathan
5 ShivSamuhSangrah SM 40 4 44 EG Rs10/month 1% per month
Samiti, Seja-ki-Bhagal
6 Sangathan Yuva SM 22 - 22 EG Rs10/month 1% per month
Phalan, Balon-ki-
Bhagal
7. SHG, Village Tumder SM 41 4 45 EG Minimum Rs 5/ 1% per month
month
8. SHG, VillageAmod SM 55 - 55 C Rs 5/month 1% per month
9. SHG, Village Som SM 25 - 25 C Rs 5/month 5% per month
Karnataka
10. Saraswathi Mahila MYRAD - 2121 EG As per cgpaaty 2% to 3% per
Sangha, Bodagurki A month
11.Dr Ambedkar Ratha MYRAD 17 3 20 EG Aspr cgpadty 2% to 3% per
angha, Guttlur A month
12.Sir M. Visveswarayya MYRAD 53 - 53 EG Rs 20/ month 2% to 3% per
GramaAbhivruddh A Rs 10/ month  month
Sangha, Kongarhalli
Tamil Nadu
13. Janani Mahila Sangha, MY RADA 26 26 EG As per cgpadty 2% per month
Gumlapura
14.ChoodsandraGrama MY RADA 45 - 45 EG As per cgpadty 10% per month
Abhivruddh Sangha,
Choodasandram
15 Subodhya Sangha, MY RADA 115 16 EG Rs 10/ month  Yet to stabili ze
Gumlapura
Kerala
16 Women's Credit Union, KGSN 41 411 EG Only initial 3% per month
Vegannu 1 contribution
17 Mahila Samajam, N.A. 45 45 EG As per cgpadty 2% per month

Kuttur




M-Males; F-Females



