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ABSTRACT

In India, the organization of self-help groups, especially for microfinance and microenterprise
development programmes constitute a widely accepted development strategy for poverty
reduction. This strategy is equally shared by government, commercial banks and civil society.
The authors argue that, thus far, SHGs have shown a limited effectiveness in terms of their
impact on rural poverty and their long-term sustainability. Due to the lack of proper
understanding of their potential, the implementers have followed a minimalist approach that has
restricted the scope of functioning of SHGs to promoting enterprises, that are stereotypically
considered feminine. The universal fascination with SHGs has also resulted in obscuring the
potential roles of alternative institutions like co-operatives, private sectors, etc. in poverty
removal. The possessiveness of some of the implementers has resulted in the development of
SHGs as stand alone organizations without having any meaningful interaction with other
schemes or community based organizations like watershed user groups, village panchayats, etc.
As a result of this, the SHG members have not been able to access substantial development funds,
which could otherwise have been available to them. This study advocates that for SHGs to have
a marked and sustained impact on poverty it is necessary for them to adopt a more encompassing
approach with various community-based organizations & programmes by laying far greater
focus on processes, capacity building, convergence with various on-going programmes, etc.

1. INTRODUCTION

In contrast to the Grameen model of Bangladesh, the SHG based microfinance in India
encourages SHG members to manage group’s financial affairs like savings & loan recovery and
funds are deposited in a local commercial bank in the name of the SHG. Members’ savings are
initially used to issue small loans to needy members. After gaining some experience of credit
handling, SHG is issued bigger amount of loan by a commercial bank and members are free to
decide the end use of this loan, its purpose, repayment instalment, etc. without any interference of
the promoting NGO or the bank since SHG is responsible to the bank for repayment of the loan.
NABARD has offered a basic framework to the nationalized commercial banks for this purpose
which prohibits insistence on collateral and any direct subsidy. Since the SHG model is now well
known, its basic principles, phasing, etc. will not be discussed in this article.

Women managed self-help groups have shown remarkable growth during the last decade in India.
SHGs have proved to be very versatile and their members have successfully taken up both
economic and community related interventions. SHGs provide poor women an opportunity to
take decisions involving themselves, their groups and their lives. Savings and credit is normally
used as an entry point for formation of SHGs since it gives the members a chance to participate in
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decision-making and satisfies their short-term credit needs. Realising that they can be a promising
tool in capacity building of rural poor especially women, central and state governments have
vigorously supported the SHG-centric models of development in India. Besides Swa-Shakti
Project of Department of Women & Child Development (DWCD) which was launched in 1998,
many other agencies have taken up programmes for supporting women’s SHG movement.
NABARD has launched a major initiative for accelerating credit linkage to SHGs and over
3,25,000 SHGs are now accessing bank credit. Rashtriya Mahila Kosh (RMK, an autonomous
organisation promoted by DWCD), Swarnjayanti Gram Swa-rozgar Yojana (SGSY) and
Watershed Development Projects of Ministry of Rural Development, Mahila Samakhya of
Department of Education, Women in Agriculture, Swayamsiddha of DWCD, Jeevika Project of
Government of Gujarat, Stree Shakti, Mission Shakti, SHG Missions in some other states are
supporting formation and strengthening of SHGs in a big way.

After success of the initial pilot, this strategy was extended to every commercial and Regional
Rural Bank. Some second-tier micro-finance institutions (MFIs) like RMK, Friends of Women
World Banking (FWWB), Basix, Sanghmitra Rural Financial Services and SIDBI Micro-credit
Foundation, etc. have emerged in the last decade. It is estimated that around 2.5 to 3 million
borrowers, mostly women, are linked with this mechanism in India.

A shift in the conventional SHG-based approach was made through the Swa-Shakti Project,
which started emphasizing the role of these institutions in tackling other forms of poverty which
arise due to lack of confidence among the rural poor, illiteracy, poor health, inadequate access to
various community institutions and government programmes, non-participation of poor women in
decision making processes within the family and community, domestic violence, etc. It was
perceived that women managed SHGs could be an affective tool for bringing about women’s
empowerment. This approach is now increasingly being recognized in designs of recent
programmes like Hariyali, Shakti Samanvaya Yojana, etc.

The SHG model, as of today, has become the preferred one for a variety of development
programmes and especially for micro-credit and poverty reduction. They are simultaneously
being perceived as powerful vehicles for promotion of women led micro-enterprises and thereby,
for reduction of rural poverty. This paper seeks to examine the nature of impact that SHGs are
having on poverty reduction, and also the key factors that can contribute to their improved
functioning. An internal evaluation commissioned by the Rural Development Department
pointed out that very few SHGs in the field are likely to survive after withdrawal of the
implementing agencies’. This finding led to the present study on the sustainability of some of the
SHGs formed in Patan district where a variety of SHG based programmes are being
simultaneously implemented. After briefly reviewing the literature on related issues, it reviews
the key programmes which are being implemented in Patan district and then analyses few self-
help groups. In the second part, it analyses some of the alternative structures having potential for
the poor.

? This study was recently conducted by Water & Power Consultancy Organisation in Rapar taluka of Kutch
district. A large number of SHGs were formed in this Taluka by external NGOs as part of their post-
earthquake rehabilitation efforts. No follow up mechanism was in place after their departure from the area.
The study was commissioned to identify existing SHGs which could be inducted in Shakti Samanvay
Project for further support.



2. ROLE OF MICROFINANCE IN RURAL POVERTY ERADICATION

a. Enterprise promotion through microfinance

ADB groups microenterprises into low return survival activities and higher return entrepreneurial
activities. Entrepreneurial microenterprises are larger, more highly capitalized, employ more
labour and use more sophisticated technologies. They tend to operate continuously rather than
intermittently, reinvest surpluses and have lower closure rates. They are usually primary
household income sources and are mostly operated by men. These occupations operate without
excessive pressure from competitors. They are also insulated from the seasonal fluctuations in
input supplies.

Survival activities, on the other hand are usually secondary sources of income and are mostly
operated by women. They are characterized by low barriers to entry, undifferentiated products,
saturated markets and inefficiencies which limit their competitiveness. They often rely on inputs
which their owners gather themselves from locally available sources and these supplies vary
seasonally. Production processes in survival occupations are also prone to climatic fluctuations
and as a result, very few of these enterprises earn income which is close to the poverty line. In the
study, it was observed that the poorest clients in each occupation tend to own the weakest
enterprises mainly consisting of survival activities.

Despite the euphoria of microfinance revolution, recent evidence suggests that
microfinance alone does not automatically lead to the desired results of promoting
enterprises. A clear obstacle to enterprise growth is not only the lack of capital but also
rather lack of occupational skills. This is reflected by the fact that a large number of
participants are engaged in survival level multiple income generating activities. Undertaking
various occupations at the same time allowed them to develop a portfolio of income generating
activities and to reduce the risk of income loss when the demand for services or goods of one
profession suddenly declines (Lepenies, P. H., 2004). The occupational activities can change
easily once market demand varied as long as the profession could be practiced with little
investment and required only basic skills.

b. Whether micro-credit is an appropriate tool for poverty reduction efforts?

It is observed that microenterprise development has the potential to bring about considerable
improvement in incomes of upper poor and non-poor borrowers who are close to the poverty lines
(Hulme, D. and Mosley, P., 1996). The extreme poor are either less likely to participate in micro-
finance programmes or such increases were too small and short-lived to enable sustainable
poverty exit. The poor commonly face obstacles in the form of unfavourable market
environments, inadequate financial infrastructure, location, market & infrastructure constraints.
Poor transport infrastructure is the single most important impediment to rural microenterprise
development, electricity, irrigation and lack of formal education being the other important factors.
Low caste and social status may also inhibit entry into entrepreneurial occupations, reducing the
range of activities open to extreme poor and some poor households. Some of the social problems
being faced by the poor are alcohol abuse, engagement in petty crimes and family instability.
Social restrictions on women also limit their economic activities. Interestingly, the female-headed
household heads appeared to have more freedom than married women in project selection and
mobility (Lepenies, P. H.,2004).



More than half of all women are still in agriculture in the developing world. In south Asia men
are leaving agriculture faster than women, giving rise to increasing concentration of women on
land. In India, 86% of rural women worker are in agriculture compared with 74% of rural mail
workers. In addition, 20% of rural households are headed by females (World Survey on the Role
of Women in Development, 1999). In micro-enterprises they own, women work longer hours for
less remuneration compared to men. Women’s enterprises were also more embedded within the
family, relying on family networks for labour and credit. However, as mentioned earlier, in
majority of the cases, such micro-enterprises were used more as a means of survival than as an
instrument of empowering entrepreneurial activity.

In a study involving the women loanees of Grameen Bank of Bangladesh (Hussain M., 1984), it
was observed that more than 80 percent of the women had no productive occupations before
joining the Grameen Bank. Thus, the Bank had generated new employment for women which
increased the labour force participation rate in the area of its operation. The women loanees were
found to devote about 28 hours per week for income earning activities compared to about 44
hours for the male workers. The labour was employed mostly in activities financed through
micro-credit. Another early study by Chen M. (1984) on BRAC’s programme observed that those
schemes which build on women’s traditional skills and occupations have a greater chance of
proving viable than those which require training in new skills. The importance of subsidising the
experimental phase of many schemes, the phase that includes skills training and test production,
was also highlighted in this study. It also observed that small amounts of working capital, taken
on loan with formal terms of interest and repayment, could launch many economic schemes. In
another study of ASA programmes, Bruntrup, M., et. al. (1997) have concluded that economic
conditions of the household and women improve, income and assets increase over the period of
programme membership but it takes a long time to get out of poverty.

Zaman, H. (1999), in a study of BRAC’s programme has concluded that while micro-credit
interventions can play an important role in reducing vulnerability through a number of channels, a
significant impact on poverty reduction is achieved under more restrictive conditions. These
conditions revolve around whether the borrower has crossed a cumulative loan threshold. It was
shown that the largest effect on poverty arises when a moderate poor BRAC loanee borrows more
than Tk. 10,000 in cumulative loan. Vulnerability is reduced by smoothing consumption, building
assets, providing emergency assistance and contributing to female empowerment. It was also
argued that micro-credit’s impact is improved if it is provided jointly with other financial and
non-financial interventions like savings, insurance, legal education and flood relief. However, as
far as the impact on poverty is concerned, when the credit-financed investment does not generate
a significant net profit then an asset is created which can reduce vulnerability but will not reduce
poverty as the loan repayment takes place through a reduction in consumption and not from the
returns to the investment.

This study can have a good influence on the designs of other micro-credit programmes. The
practitioners can offer more flexible savings products since the savings can have greater impact
on reducing vulnerability. Similarly, micro-credit instruments can be offered along with other
interventions like food relief for extremely poor women, or health insurance. Such multiple
instruments can prove to be very useful to the households facing greater risks of income
fluctuations.

It can be concluded that the impact of micro-credit on poverty is not clear. McGuire P. B. and
Conroy, J. D. (2000) suggest that access to credit has potential to significantly reduce poverty, but
others argue that it has minimal impact on poverty reduction. There are studies showing that
improvements in household incomes are greater for third time borrowers but these gains are
small.



In most developing countries, opportunities for wage employment in formal sector are extremely
limited and the vast majority of poor rely on self-employment. Lack of financial services is a
critical constraint for them to establish their enterprise. However, it can be argued at the same
time that since impact on poverty requires a critical threshold of investment and opportunities for
making such a high level of investment are less for the poor women, the impact of micro-finance
programmes is likely to be limited on a broader canvas.

¢. Are microfinance programmes reaching the ultra poor?

While microfinance is meant to reach the poor there are almost universally acknowledged views
that most programs, despite stated objectives, do not reach the poorest of the poor. One of the
reasons is related to the fact that loans which are normally given for self-employment presuppose
some degree of micro-enterprise and the long-term interest of every implementing agency is to
see that members quickly start taking loans for income generation activities. Marguerite
Robinson, the author of The Micro finance Revolution, has expressed her view succinctly when
she wrote “I don’t want to reach the poorest of the poor, I want to reach the poorest of the
economically active . . . In general, I believe the poorest of the poor are the responsibility of the
Ministry of Social Welfare, the Ministry of Labour, private charities and so forth.” She has
suggested their low confidence becomes even lower if they are unable to repay. In fact, realizing
the fact that not all the poor want necessarily to be self-employed and that some of them prefer
wage employment, Government of India is implementing parallel programmes for self-
employment and wage-employment for the poor.

This then begs the question of how to reach the really poor. There are those that argue that there
is greater decease in vulnerability than income-poverty (Montgomery) et al. Even if loans are
used by the extremely poor, the tendency appears to be that they are used for consumption’s
purposes. In some case it is difficult for there to be a dent on poverty because repayment of loans
are effected through a squeeze on current consumption rather than a return on an investment. For
the poorest women, therefore, the issue is whether they can access loans and also what are the
other interventions that are required so that they can be reached.

d. Other dimensions of poverty

Poverty is multidimensional and poor are characterized not only by low levels of income, but also
by having no assets, poor assess to government services, vulnerability, isolation, dependence, a
sense of powerlessness and fatalism. In addition to this, features such as illiteracy, ill health,
gender inequality and environmental degradation are all aspects of being poor. Poverty is also
linked to opportunities for employment, the nature of access to and provision of social services,
the distribution of assets within society. A social understanding of poverty takes account of these
other deficits that matter to people, sometimes more than money. Poor not only suffer from lack
of income but from a failure in basic service delivery far greater than for those of the non-poor.
According to Amartya Sen, the resources available to the poor people are not only income, land,
credit, etc. but they would also include various other aspects of human capital such as nutrition,
health, training, education and social networks, etc. which are available to poor to draw on in
their search for survival, security and dignity (quoted in Kabeer, N., 2003). The exclusion of
poor, and poor women in particular, from the formal financial services provided by the state can
be analysed in terms of exclusions like constraints placed on poor women through relationships of
caste, class and gender as well as by the discriminatory practices of state.



The focus is on women for two reasons. Firstly, poverty has a female face and the phenomenon
of the feminisation of poverty is well established. Not only are there numerically more poor
women than poor men, but women also experience poverty in more exacerbated forms than men
do.

e. SHGs as an empowerment tool

Since SHG based micro finance programmes cover a large number of women, it is expected that
such programmes will have an important bearing on women’s empowerment. However, the
historical involvement of banks and micro-finance institutions in India have ensured that these
programmes adopt a minimalist approach and ignore non-financial inputs like literacy, health,
awareness, capacity building and skill training. This approach has an impact on the long-term
sustainability of such efforts.

Ideally, on a wider canvas, SHGs can become an extraordinary tools for women’s empowerment
provided the nurturing agencies take care to design their interventions to improve the confidence
level of members through better participation in SHG meetings and more interactions take place
with outsiders and through this process members develop communication skills and are able to
put forward their views confidently, members are involved in decision making processes of group
which will later help them to participate in bigger decisions affecting them, their family and their
community, groups are initiated into community level actions which will help them in demanding
facilities & systems to suit their needs. This process has already started at the family level and
will have to be taken to the community level now".

The shift in approach to micro-credit coincided with a shift from a women in development
approach which emphasized equality, efficiency and productive role of women, to a gender and
development approach which analysed the underlying and structural causes for the persistent
inequalities between men and women and focused on the power relations between men and
women in the household, community, market and the state. This approach does focus on
empowerment but there is no shared understanding of what is meant by empowerment and this is
understood in many different ways. It can cover everything from welfare measures to
interventions that cover participatory planning, decentralized forms of governance and the
empowerment of women. While there are detailed discussions regarding the implications and
forms of power and its deconstruction into power to do, power over, power with and power
within, in simple terms it spans three dimensions-

a. The personal- manifested in an increase in self confidence, self esteem and increased
awareness;

b. The relational- distribution of power between men and women as manifested in the
access to and control over material, social and political resources and participation in
decision making; and

* In this extremely thoughtful paper, Mahmud, S. (2003) has assessed the effect of micro-credit programme
on women’s empowerment and has concluded that the programme has only a limited direct effect in
increasing women’s access to choice enhancing resources but has a much stronger effect in increasing
women’s ability to participate in household level decisions. It improves women’s access to resources like
self-employment and mobility into certain public spaces like the NGO office and health centre, but the
impact is small since their access to more remunerative wage employment and mobility into the male
dominated public spheres is not increased.



c. The collective- where women who are mobilized can collectively act, demand or
determine their future.

Empowerment does imply transformed awareness. It is a complex process, which involves a
change in the perception of the women and their relationships. For purposes of this paper, the
vision of empowered women that we would like to use is of women who will:

a. Demand their rights from family, community and government;
b. Have increased access to and control over material, social and political resources;
c. Have self confidence, self-esteem and enhanced awareness; and

d. Be able to raise issues of common concern and take action through mobilisation and
networking.’

The lack of focus on empowering the members can also partially explain the growing drop out
rates among SHGs after sometime. Significant drop out of members can cause severe constraints
in implementation of any micro-credit programme. The drop out of members may depend on
various factors like economic, social, environmental, cultural and religious. The reasons of
dropout in micro-credit sector was studied by Parveen, S., et. al. (1996) in Bangladesh. In a study
of 173 units of Association for Social Advancement, they documented a variety of reasons for
drop out. These reasons varied from failure to follow the pre-conditions imposed on them by the
programme, inability to make regular repayment of loan instalments, misutilisation of the loan
amount, failure to select viable projects, etc. Two very significant observations were lack of
insight among members to select viable income generation projects and run them efficiently. This
finding is contrary to the approach of Grameen Bank that the participating women already have
some skills and their wisdom in selection of the enterprise should be relied upon. Location and
labour process of work can intervene in the relationship between access to income and
improvement in women’s status (Kantor, P. 2003). Home-based work is considered less
empowering than other forms of work that offer women more independent and visible work
locations. Male family members are often involved in aspects of work, particularly marketing,
giving them a sense of entitlements over earnings.

An important aspect of the empowering impact of micro-credit is related to the process of
organisation of women into groups. For women who have been confined to households, their
mobilisation into a collective, which could be of self help groups, smaller groups, cooperatives,
etc. propels them into a more community-oriented entity, which gives them the basis for
negotiating, sharing and bargaining at multiple levels - the house hold, community and
government. Such groups give women the strength and self-confidence to resist the exploitation
that they face within the household and community. There are innumerable examples of the
nature of strength women have acquired after joining a group. At the same time there are
illustrations to show that organisation without changing the resource base is not a sufficient
condition of empowerment. However, many practitioners have not fully understood the approach
of SHGs. Women members of the SHG have shown increased levels of socio-political awareness
and empowerment in the community, raised levels of negotiating power, and changes in
community norms, particularly in terms of changing attitudes to gender expectations. (Dash A.,
2003).

Although micro-credit programme participation expands mobility into certain public spaces, like
NGO office and health center since such programmes require visits to NGO office and often

> This is the vision that was developed also for the Indira Mahilia Yojana programme of the Government
of India and it encompasses many of the essential factors for such a process.



motivate participants to avail themselves of public health services, such positive effect of
participation on the condition for empowerment is small since the women’s access to more
remunerative wage employment and mobility into the male dominated public sphere is not
increased (Mahmood, S., 2003).

3. ANALYSIS OF SOME OF THE SELF-HELP GROUPS IN GUJARAT

The SHG-driven micro-finance movement has flourished in Gujarat® also. Besides the State
Government which is promoting these institutions in a big way, many NGOs are actively
involved in formation and nurturing of SHGs. Although the overall focus of individual
interventions vary, development of micro-finance and micro-enterprise appears to be a common
theme in majority of these programmes. Besides the Government and other Public sector
organizations like NABARD, a large number of NGOs, including few nationally recognized ones
like Self Employed Women’s Association (SEWA), Agha Khan Rural Support Programme
(AKRSP), Sadguru and many other NGOs have formed women’s SHGs with the support from
various government programmes. The recent earthquake in Kutch and neighbouring districts
motivated many NGOs from outside to start work in these areas and they also formed some
women’s SHGs. At a conservative estimate, more than 200,000 SHGs are functioning in the
State, with Rural Development Department alone supporting over 100,000 SHGs. Of these, close
to 60,000 SHGs have been linked with commercial banks that have extended credit of appx. Rs.
200 million. SGSY claims to have formed 23,000 Grades-I and II SHGs in the State.

However, large-scale involvement without adequate attention to creation of a trained cadre of
implementers or a suitably tailored training strategy and even in some cases, lack of
understanding of the potential of this versatile tool has led to a deterioration in the quality of
SHGs. It is also felt that in the absence of a clear withdrawal plan of majority of programmes, it is
difficult to sustain these structures over time.

Few well-known projects are nurturing women’s SHGs in the Patan district of Gujarat’. An effort
was made to compare the processes of Swa-Shakti, Jeevika, SGSY and Watershed Development
Projects in this district to evaluate their approaches and strategies for long-term sustainability of
SHGs.

a. SWA-SHAKTI PROJECT: Rural Women’s Development & Empowerment (Swa-Shakti) Project,
which is being implemented in the State by Gujarat Women’s Economic Development
Corporation, is a Rs. 1,910 million project assisted by The World Bank, International Fund for
Agriculture Development and Government of India. This multi-state Project for development and

% The State of Gujarat lies on the western part of India. It has population of around 50 million, of which
65% belong to rural area. The State has strong industrial capabilities with high concentration of
petrochemical, pharmaceutical and textile industries. It has a long coastline which has resulted into an
impressive fishing and port infrastructure. Its agriculture is mainly dependent on monsoon and due to
recurring droughts, the rural poor frequently have to take recourse to wage employment programmes
supported by the State Government. It is estimated that around 15% of the rural households are below the
poverty line.

7 Patan district falls in North Gujarat and it comprises of some of the most resource poor blocks of the
State. Four out of seven blocks are categorized as desert affected. The district faces perennial shortage of
drinking and irrigation water. Due to these difficulties and a recent earthquake, a large number of
watershed development projects and few multi-lateral projects are being implemented here. The rural
population in this district is 9.50 lakh, of which 80,000 family are estimated to be below the poverty line.



empowerment of rural women depends on the formation of women’s SHGs and emphasises on
access to credit, promotion of micro-enterprises and encouraging institution - building at the
grassroots. The project also stresses on processes that would ensure women’s access to and
control over socio-political resources and help resolve issues of common concern.

Training and capacity building requirements of SHGs are attended by implementing NGOs,
whereas the district level project officers are expected to identify skill training and convergence
requirements of the SHGs. An internal grading exercise of SHGs was completed last year.

One of the SHGs formed under this project was selected for detailed analysis.® Its members were
saving Rs. 50 per month and more than 75% members were attending the group meetings
regularly. It had started micro-credit activity since January 2003 and subsequently received a loan
of Rs. 25,000 from a commercial bank. Members had saved Rs. 22,310 and rotated the funds as
loans among them. By September 2004, the group had loaned Rs. 64,200, out of which Rs.
23,700 was still with the members. The repayment rate was 100%.

In order to ensure members’ attendance during meetings, the group had started imposing a fine of
Rs. 5 on the absentees. Savings were collected and loans issued in the group meeting. The group
had not started any other long-term activity. Although this project aims at ensuring convergence
with other programmes of the Government, not much progress had been made in this regard. An
analysis of its loan portfolio shows an interesting picture: 12 members had obtained 22 loans with
six members obtaining Rs. 18,000 for medical purposes, six members had obtained nine loans of
Rs. 31,000 for animal husbandry, three members had got four loans worth Rs. 8,200 for service
sector activities and remaining two members had obtained loans of Rs. 7,000 for other activities.
Two of these members had taken loans of Rs. 9,000 and 5,500 respectively for animal husbandry.
Interestingly, three members had taken multiple loans for small enterprises like animal
husbandry, tea stall, utensil business, decoration work and agriculture. Overall, 40% members
had started small enterprises after joining the SHG and an internal assessment of the Project
revealed income enhancement of Rs. 200 to 1,000 per month for individual members.

b. WATERSHED DEVELOPMENT PROJECTS: These are jointly funded by Central and State
Governments. Each of these projects aims at livelihood security through watershed development
& community mobilization and has a provision of Rs. 30 lakh per micro-watershed of 500
hectares. Women’s SHGs were earlier limited to savings and credit activities and usually did not
play any other role in the Project. The DRDA, which is implementing these projects with the help
of NGOs, is now focusing on the capacity building of SHGs in a systematic manner. It has
decided to start a low cost training center for capacity building of SHGs. Discussions have been
initiated with a major NGO for setting up a skill training centre for youth from poor families.
Around 300 SHG members were recently trained in development of kitchen garden, rainwater
harvesting and masonry. DRDA was involving women SHGs in implementation of its wage
employment scheme and was considering to offer few cement bags to mature SHGs with the
condition that the members should decide the end-use and they should leverage remaining funds
from the community.

¥ Chetana Swa-Shakti Mahila Mandal in village Sabosan in Chanasma Taluka, being nurtured by Anarde
Foundation, was visited by one of the authors. This SHG had 20 members and was formed in May, 2002.
Majority of the members belong to poor scheduled caste and economically backward Thakor families. Its
meetings were regular and records maintained by members themselves. The NGO had engaged a field
worker who was responsible for around 25 SHGs. NGO had formed only one SHG in this village. Sabosan
is a drought prone village with high dependence on agriculture and animal husbandry.



A SHG’ formed last year under the Watershed Development Project was taken up for further
analysis. Each of its members was saving Rs. 30 per month and the group had started micro-credit
activity after six months of its formation. Till September 2004, three members had obtained
loans, out of which two members obtained Rs. 1,000 each for purchase of cattle feed and another
member got Rs. 3,000 for starting a grocery shop. Repayments were regular and the first two
loans had been re-paid fully. The third member had also paid Rs. 1,200 by the end of September,
2004. One member was trained in kitchen garden development, which motivated other SHG
members to take up this activity. Members agreed that such activities have improved their self-
confidence and status within the family. The demand for credit within the group was increasing
and the SHG was examining various options for obtaining additional funds from the project and
banks.

C. SWARNAJAYANTI GRAM SWA-ROJGAR YOJANA (SGSY): Programs like Swarnjayanti Gram
Swarozgar Yojana come under the rubric of poverty alleviation programmes which adopt a self-
help group approach for establishing micro-enterprises in rural areas. The ideology of SGSY
stems from the realization that well targeted subsidies are still required by poor. DRDA, Patan
implements SGSY, which also supports creation of self-employment opportunities in rural areas.
This scheme supports both men’s and women’s SHGs which can be provided some revolving
loan after grading of their performance. The village extension workers form and nurture these
SHGs.

A men’s SHG was visited in Sabosan village'’. It was a mixed group formed with 13 members
but presently it was working with 10 members, including a woman. Each member saved Rs. 100
per month and “bullet payment system” was followed for loan repayment under which the
principal amount could be paid at the end of the loan period as long as interest amount was paid
every month. Majority of the loans taken by members from group funds were for medical
purposes. In addition to group savings, it had received revolving fund of Rs. 10,000 in March
2001 from the DRDA and Rs. 3,25,000 from the local commercial bank for purchase of milch
cattle. First loan of Rs. 1,62,500 was received in September 2001 and second loan of similar
amount was received in the year 2002-03. Every member had purchased two milch cattle and
joined village dairy co-operative. Bank instalments were deducted by the dairy co-operative and
directly paid to the bank. Dairy records showed considerable earning by each member and at
present, majority of them were out of poverty'.

? Bahuchar SHG was formed in J uly 2003 in Malsund village of Harij Taluka with 11 women members and
all of them were attending group meetings every month. Its records were up-to-date and were maintained
by a literate member. Majority of members were from economically backward Thakor community and
were poor. A Watershed Development Team (WDT) member attends group meeting of all 14 SHGs formed
in this village under the Project. Out of this, 12 SHGs have been assessed as Grade-1 whereas the
remaining two have reached Grade-2. Every SHG had got a bank account and all of them had started
internal loaning activity.

' Ramdevpir SHG was formed under SGSY with the support of village extension worker in the year 2000-
01. After withdrawal of three members, it was now left with 10 poor members, majority of whom were
from economically backward Thakor community. Members were mainly involved in dairy activity.
Although, they joined the group with the sole aim of obtaining bank loan and taking up some economic
activity, majority of them are now above poverty line due to SHG’s strong linkage with the local dairy co-
operative.

. Village Dairy Co-operative records showed an average monthly income of Rs. 700 to 2,425 per member.
Majority were earning over Rs. 1,500 per month from this activity. 74% of the bank loan had been re-paid
by them as per the schedule, leaving a balance of Rs. 90,020 only. Since they had not received any formal
training in rearing of milch cattle, it is felt that with better training, their income can further increase. Since
dairying is one of the most popular activity in many districts, Rural Development Department has recently
launched a SatCom based programme on dairying with the help of Amul. With two-cattle units per
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d. JEEVIKA PROJECT: With the help of a government sponsored programme called Development
of Women & Children in Rural Areas (DWCRA), Self Employed Women’s Association (SEWA)
had organized women’s groups in few blocks of the district. These and other groups formed
outside DWCRA were later linked with SEWA Bank, Ahmedabad through a district federation.
Subsequently, State Government decided to launch a livelihood restoration project (later called
Jeevika) with the support of International Fund for Agricultural Development as a response to the
earthquake of 2001 and these groups were linked with the Jeevika Project. SHGs are nurtured and
trained by spearhead teams which consist of few vocal members showing some initiative. SEWA
Bank also organises training on savings and loan management.

A group in Shergadh village was taken up for further study.'” This group was appx. 4 years old
with cumulative savings of Rs. 30,380. Some of the members had also joined SEWA Insurance
scheme which arranges medical treatment through Government hospitals and also takes care of
serious emergencies. Of the 10 members who took loans from the group, some of them used it to
retire high interest bearing loans taken from money lenders, few purchased milch cattle, one
member purchased a transport vehicle and another started a brick kiln. The group also obtained a
loan of Rs. 45,000 from SEWA Bank. Majority of members were very confident during the
interactions and few have visited other states while one of them has visited abroad.

4. ISSUES AFFECTING LONG TERM SUSTAINABILITY OF SHGS

Considering that the SHG movement is two decades old, not much information on the processes
supporting their long-term sustainability is available. It was earlier considered that once SHGs
become part of a bigger federation and transform their role, they will last for a long time. Dhan
Foundation, Madurai promoted such “nested organizations” on a large scale which were involved
in financial intermediation. However, with a large number of members withdrawing after few
years, SHG members not growing beyond weak survival enterprises and substantial attrition rate
after withdrawal of the promoting organization, the role of SHG networks in ensuring
sustainability needed a re-examination.

MYRADA followed a different route for sustaining the community-based organizations
(including SHGs) by establishing a loose and informal network of SHGs which became part of a
larger organization at sub-block level. These Resource Centers'> have membership of 120-150

household, dairying has not yet become the main occupation for members and income can further increase
through a cross breeding programme to increase the unit size of cattle.

"2 The Shergadh Group no. 2 has 41 members but over the years around 8 members have withdrawn due to
various reasons. Members save Rs. 20 per month and the savings are deposited with the SEWA Bank

1 Resource Center is a novel concept, which satisfies one of the major felt needs of the SHG members.
Government is currently implementing a variety of schemes, some of which are overlapping especially
when they are implemented by different departments. This has also resulted into inefficient implementation
due to shortage of trained manpower, lack of transparency in implementation, confusing eligibility
parameters, etc. The Resource Centers are expected to leverage various schemes for their members by
providing information on these schemes and also helping in following up the applications through
concerned departments. MYRADA has conclusively shown that a reasonable charge can be levied on such
services as long as the members receive proper value for such payments.

The major pressure to form RCs came from the decision of MYRADA to withdraw from some of the areas
after closure of various projects. Resource Center was conceived as an institution which could be managed
by Directors drawn from federations of SHGs and supported by an experienced MYRADA employee.
Good quality local community based organizations can only join RC as full time members. In return for a
small monthly fee, they are eligible to receive certain services from the RC. In addition to this, few services
could entail extra charges. These centers have developed good linkages with banks and government
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Community Based Organisations (CBOs) and are providing many services to member on full cost
recovery basis. Resource Centers are not involved in financial intermediation or dealing with the
village panchayats, these roles being the preserve of CBOs.

Experience of few other projects has shown that a SHG has to fulfill following six criteria for its
long term sustainability: it should establish proper processes, be financially viable, there should
be a critical mass of SHGs in the village, it should become part of a larger federation, its members
should be involved in some community action and the SHG should be able to access few regular
schemes of the Government. The SHGs of Patan have been tested against these parameters.

a. ESTABLISHING PROPER SHG PROCESS: Some of the basic and immutable principles of SHG
formation are their voluntary nature, members coming from similar socio-economic background
and their formation for a specific purpose. It is also acknowledged that it is easier to mobilize
poor women. Once a group is formed, it should meet regularly, members should attend group
meetings and they should participate in the decision-making process. To ensure involvement of
every member, strategies like rotation of leadership, training of members, decisions taken only in
group meetings, maintenance of records by group members themselves, etc. are adopted. Quality
of SHGs can be improved with systematic provision of various inputs during their formation
stage. Group meetings of the SHGs studied dealt with savings and credit issues only without
discussing other matters like awareness generation, literacy, health, sanitation, and issues
affecting the lives of poor rural women. In such a situation, meetings became just a ritual without
any significance and responsibility of maintaining records, collection of savings and repayments,
etc. fell on their leaders. It also leads to withdrawal of members after the first year'*. As could be
seen from the Table-1, the SHGs are likely to face problems due to lack of training and audit of
SHG accounts.

TABLE-1: GROUP PROCESSES AMONG PATAN SHGS

Project Swa-Shakti Watershed SGSY men’s | Jeevika
Project SHG
Age of SHG 27 months 15 months 50 months Around 4
years
Meetings Regular Regular Regular Regular
Attendance Over 75% Around 100% | Over 75% Over 75%
Savings Regular Regular Regular Regular
Internal loans After 8 months | After 6 months | After 33 --
of formation months
Records Maintained by | Maintained by | Maintained by | Maintained
members members extension by members
worker
Capacity building Nominal Nominal None Nominal

departments like rural development, agriculture, various development corporations, etc. They have been
able to leverage considerable assistance for their members.

14 Shylendra, H. S. (1998) has observed in an action research study in Kheda district that there was a
decline of over 30 % in SHGs membership after one year. This was due to the fact that multiple members
from the same household were unable to save regularly and few members had joined the programme with
the hope of receiving financial subsidies from the project which did not materialise. Some other reasons
were lack of income generating activities, poor quality of record maintenance and internal conflicts.
Similar withdrawal of members was observed in few other states under Swa-Shakti project due to lack of
project inputs beyond savings and credit. During the field visits to Patan District, workers agreed that such
withdrawals are common during the second year in case of “micro finance only” SHGs.
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Skill Training None Nominal None None
Rotation of leadership No No No No
% of Members in Income | 40% 10% 100% 20%
generation activities

Rotation of leadership was not practiced by any SHG in Patan. This may partially be attributed to
lack of literacy & numeracy skills among members and lack of proper capacity building inputs
provided to the members."

b. FINANCIAL VIABILITY OF SHGS: Financial viability does not only consist of generation of
surplus of income over expenditure, but also requires putting in place a very good system of audit
of group accounts, fast rotation of group funds, mixing “Warm” money with “cold” money'®,
control over loan defaults, access to external funds and ensuring credit availability to majority of
members. Although, the group accounts of SGSY men’s group was not maintained properly, as
could be seen from Table-2, this SHG rotated funds and arranged adequate credit to its members.
Swa-Shakti SHG also showed satisfactory fund management practices. However, except the
SEWA SHGs, no programme had established reasonable audit mechanism.

Micro-finance analysts are more concerned with assessment of loan default rate. However, tiny
loans even if repaid fully, can not help members to come out of poverty and such loans may be
fully repaid since members can afford it. It is time to develop few effective financial ratios to
assess the potential impact of micro-finance on the income of the family, fund management
practices of the group, etc.

TABLE-2: FUND MANAGEMENT AMONG PATAN SHGS"

Project Swa-Shakti Watershed SGSY men’s | Jeevika
Project SHG

% of members who 65 27 100 25

received loans

Credit-savings ratio 0.50 0.36 1.60 n.a.

'S Due to various reasons like lack of numeracy and literacy skills, unwillingness of members to take up
leadership responsibilities, etc. rotation of leadership was not frequently observed among the SHGs. With
irregular meetings, attendance and difficulties in collection of savings, the responsibility of maintaining the
group fall on the leaders. In the study of SEWA groups in Kheda District by Shylendra, H. S. (1999), it
was observed that in some cases leaders actually decided and sanctioned loans. Due to non-rotation of
leadership, some of these leaders appeared to have consolidated their positions and in some cases only the
leaders had full information on functioning of their SHGs. Members did not find meetings to be of much
significance. Due to low importance attached to regular meetings, many members were not clear about the
rules and roles of SHGs. In some cases the group leaders had assumed bigger roles, which diminished the
role of other members in decision-making processes. In few cases the leaders used to decide whether to
sanction a loan and only later other members of the group will be consulted.

1 “Warm” money is defined as the savings and other funds generated directly by the members, whereas
“cold” money is grant or loan funds obtained from the promoting organization or financial institutions. It
has been observed that many SHGs treat both these types of funds differently, leading to lack of adequate
concern for the “cold” money. It is always suggested to mix both so that the members use all funds with
sufficient care.

" Some of the qualitative ratios for all the four SHGs have been analysed here. Credit-savings ratio is the
product of total outstanding loans against total savings of the group and a high ratio shows better fund
management practices of the group. Total loans-savings ratio shows the net rotation of loans among
members against the progressive savings of group since its inception. A high ratio in the case of SGSY
group shows their better access to institutional funds.
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Total loans-savings ratio 2.88 1 6.82 1.78

Average credit per loanee 4,938 1,667 30,967 5,400

Loan repayment rate 100% 100% 100% 100%

SHG audit system no no no Organised by
SEWA

It can be seen that Swa-Shakti and SGSY SHGs were able to provide micro-credit to a large
number of members, whereas the SHGs formed by SEWA could cover comparatively fewer
members. Watershed Project SHG was the youngest but has commenced inter-loaning after 6
months of their formation, which is a good sign. SHGs of every programme were able to rotate
their savings at least once but the performance of SGSY was best since it was able to leverage
substantial institutional finance. However, in every case, considerable group funds remained
idle'.

With increasing financial transactions in SHGs of every programme in the district, the issue of
setting up proper audit systems becomes important and none of the projects in Patan district could
put into place a reliable audit system. SEWA routinely gets all the group records to its district
federation office to update the entries but this practice makes SHGs perpetually dependent on the
promoting NGO. MYRADA has trained active SHG members as community level auditors who
audit the SHG accounts regularly by charging a nominal fee. Dhan has also developed a trained
cadre of SHG auditors. SHGs formed under SGSY and Swa-Shakti have started handling sizeable
funds without a reliable audit mechanism.

Majority of the first-time income generating activities started by the women members of SHGs
are marked by very low investment enterprises which can be started with existing skills and
involve minimal risks. The returns are also low due to tough competition. These activities also
involve very little mobility and are basically part-time occupations which can be terminated at
short notice. The first few enterprise related loans to SHG members are in the range of Rs. 1,000
per member. With the most optimistic scenario, they can not expect their daily earnings to exceed
Rs. 25-30 per day 3-4 hours of labour. As a result, such earnings can only supplement the family
income and can not become the main source of their livelihood.

Income generation activities started by the women SHGs in all the four cases remained typically
“feminine” showing low investment-low risk-low return cycle. This can be explained as the
limitations of the promoting organizations in skill enhancement of members leading to limited
credit absorption capacity of their members and low total loans to savings ratio in these SHGs.

Any impact on rural poverty with this level of investment is doubtful®. In contrast to this, the
SGSY men’s SHG was able to obtain two doses of credit from banks and promoted animal

'8 1t is normally assumed that very high savings-credit ratio which is commonly observed in case of older
SHGs was due to lack of income generation opportunities, lower skill levels of members or due to poor
credit absorption capacity of members. However, it was observed by Shylendra, HS (1999) that members
from well off households were interested only in accumulation of savings. Sometimes micro-credit
activities could not be started due to lack of trust or confidence among members. Unmanageable group
size also created problems in ensuring effective group management and cohesiveness.

" Similar views about the severe limitations of the SHG-based micro-finance movement have been
expressed by Vijay Mahajan in one of his lectures. Although the micro-finance movement in the country
has covered appx. 12 million borrowers, the average loan size of Rs. 1,600 is too small to make any
significant impact on individual’s poverty. At the most, this can make their poverty more bearable by
providing some ready cash during the lean seasons of the year. He has also proposed the “livelihood credit
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husbandry with per capita credit of Rs. 30,720 and it was the only SHG which could show a
significant increase in the income levels of its members. The presence of village dairy co-
operative helped them in organizing forward linkages successfully.

The second dose of credit, which is normally available after 2-3 years, is likely to improve the
situation further but the real dent in their poverty can be made around the third cycle of
investment, when they have sufficient experience and courage to undertake more skill and
capital-intensive enterprises which are having less competition. At this stage returns are higher
but the capital requirement is significant.

It is normally assumed that rural Women face following difficulties in starting a non-farm activity
(World Bank, 1997):

a. Credit is not easily available;

b. Most of them are uneducated and face difficulty in organising their business and maintaining
accounts;

c. Line agencies have rigid mind set and lack gender sensitivity;

d. Due to their limited mobility, they have little knowledge of better opportunities outside their
village; and

e. They lack confidence in dealing with officials.

Although above assumptions are largely correct, majority of the SHG promoting agencies have
failed to take any meaningful steps to reduce the disadvantages being faced by rural women. It
was seen in case of Swa-Shakti SHG in Patan that few members cleverly initiated multiple
activities having small capital requirements. However, except the men’s SGSY SHG in Patan,
members of other SHGs could not reach a level of enterprise growth which can lift them above
poverty.

c. INVOLVEMENT IN COMMUNITY BASED ACTIVITIES: SHGs mature faster with awareness
generation of members and lively meetings where various non-financial issues affecting women
are also discussed. In fact restricting the SHG members to savings and credit activities for a long
time appears to be under utilization of the potential of women’s SHGs. Women’s groups have
proved to be very effective in tackling community level issues like alcoholism, getting work done
through government system, enforcing implementation of basic large, sanitation, water supply
management, etc.”” However, initiating them into such activities requires considerable efforts by
highly trained field workers® and as Table-3 shows, none of these SHGs had played any
worthwhile role in handling issues affecting the community.

approach” involving credit to cover development of natural resources, human resources, rural infrastructure
and strengthening of civil society institutions. However, the livelihood finance will require bigger loans and
sometimes equity.

%% Rao Seshadri, S. (2003) has reported that with support of few cement bags from the Swa-Shakti Project,
SHG members have constructed bathrooms, soak pits, water points, meeting places, etc. They have sought
help from the village men and panchayats to augment the contribution from the Project. With women
experiencing significant successes in creating an identity for their groups by providing a community asset,
this initiative was taken up by them enthusiastically. Under this project 1,612 such assets costing Rs. 7.3
million were created of which the project funded cement worth Rs. 1.7 million only.

! In the study of the SHGs formed under Swa-Shakti project by Rao Seshadri, S. (2003) it was observed
that with strong monitoring and proper inputs members registered more than 50% increase in their incomes
through income generation activities. In addition to this, there was considerable awareness among
members regarding legal age at marriage, minimum wages act, women’s representation in panchayati raj
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d. CONVERGENCE WITH OTHER SCHEMES: Since the Project and NGO based interventions are for
a fixed duration, for the SHGs to survive beyond the project cycle, it is necessary that they get
linked with existing schemes of the Government for being able to keep on accessing other sources
of funds and support in future. Swa-Shakti Project actively encourages convergence by inviting
various Government officials to the SHG meetings and organizing exposure visits to Government
offices. Watershed Development Project in Malsund village has involved the village panchayat in
developing a common village micro-plan by linking other scheme like Sampoorna Grameen
Rojgar Yojana, Gokul Gram Yojana, Finance Commission Grant, etc. No convergence was tried
by SGSY SHGs.

e. SATURATION OF SHGS: A large number of SHGs in the same village will help to promote
project philosophy, create a sense of solidarity among members, create a larger forum for taking
up community level issues and ultimately safeguard the project from disturbing influences of
weaker SHG based programmes. This will also reduce the implementation cost of such
programmes. Jeevika and Watershed Development Projects have formed a large number of
SHGs in their programme villages.

TABLE-3: OTHER PARAMETERS FOR SUSTAINABILITY OF SHGS

Swa-Shakti Watershed SGSY men’s SHG Jeevika
Project

Networking with other No No No Yes™
SHGs
Community action No started”™ No No
Convergence with No started”* With village dairy co- Started™
other programmes operative
Members-BPL 0.75 1.23 0.75 1.98
families ratio
(Saturation of SHGs)

It can be seen from Table-3 that the Patan Projects have not taken up majority of the above
components which can ensure long term sustainability of their SHGs. Although they have done
reasonably well in promoting micro-finance among their members, political and social aspects of
empowerment have been completely neglected in all these projects. Moreover, none of them have
developed an appropriate strategy for training and capacity building of their members. Watershed
development Projects are making an attempt to develop a strategy involving regular informal
training of members through the WDT members, formal trainings through low cost district-level
training centre and systematic exposure visits of members. It is also in the process of developing

institutions, legal rights, etc. Strong identity and pledging to a set of common goals like not chewing
tobacco, sending girl children to school, attending meetings punctually, not taking dowry, not tolerating
oppression in their community, maintaining cleanliness etc. help the Swa-Shakti groups to leverage many
benefits from the community by establishing their identity. In view of a large number of programmes
supporting SHGs of indifferent quality, these groups were able to differentiate themselves as being
different in terms of their goals, capacities and activities.

22 SHGs are members of district level federation, which arranges their training, reviews accounts, collects
savings on behalf of SEWA Bank and arranges loans from SEWA Bank.

 Members are involved in pulse polio and primary school admission campaigns.

* Recently, the village panchayat has resolved to allot some gauchar land to SHGs.

» Some of the members, who also belong to Shramyogi families, are involved in village sanitation
programme. Convergence was also tried earlier by few SHGs with SGRY.
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some high quality SatCom based distance education modules covering group processes,
entrepreneurship development, animal husbandry, goatry, horticulture development, post-harvest
technology, handling of Gram sabhas, etc.

All the four projects have engaged external monitoring and evaluation agencies for concurrent
evaluation and monitoring of the projects. Swa-Shakti Project is able to use the findings of such
an agency in effecting continuous improvements in the programme delivery.

The Rural Development Department of Government of Gujarat is nurturing SHGs under
programmes like SGSY, Watershed Development Projects and Convergence (Shakti Samanvay)
Project. It has so far formed 62,000 SHGs, out of which 22,739 (consisting of approximately
3,18,346 members) have been graded to be of acceptable quality. These programmes provide
considerable space to community based organizations (CBO). So far the quality of partner CBOs
was highly indifferent which was due to general lack of understanding of implementers, very
little emphasis on capacity building and lack of suitable mechanism for monitoring the quality of
output. It has now developed a training strategy for CBOs, started to involve professional in
promotion of CBOs and engaged external agencies for concurrent monitoring and evaluation of
all its programmes.

In order to support the CBOs, it has set up seven district level capacity building centers. Each of
these centers has a capacity to provide regular residential training to members from 600 SHGs in
a year. In addition to this, it has recently set up three specialized skill training centers with the
help of commercial banks. These centers identify viable and bankable opportunities for poor,
train poor youth, get loans sanctioned for them and follow up every trainee for three years. For
synchronized training of large number of participants through satellite based statewide
classrooms it relays training programmes for 3,000 to 4,000 participants simultaneously. This
involves identification of 150-200 training rooms equipped with direct receiving systems,
television sets and telecommunication facilities spread over the State, training of a large number
of master trainers who can deliver part of the module directly and developing user friendly
modules and training material. So far, modules for animal husbandry, watershed project
management by the community, SHG processes, Panchayati raj system, entrepreneurship
development, goat rearing, etc. have been developed and some of them have been successfully
telecasted.

5. ALTERNATIVE APPROACHES FOR POVERTY REDUCTION

Although, the micro-finance activities promoted by women’s SHGs had shown considerable
potential in the beginning of the last decade, present analysis shows that we are unable to reap the
full benefits of this marvelous tool of social engineering. Majority of the SHGs could not address
the gender concerns of members, could not succeed in reducing their poverty and could not
empower them socially and politically. This was probably due to the fact that implementers
treated SHGs as a “stand alone” organization literally owned by them and resisted their converge
them with other on-going programmes for wage and self employment, watershed development,
village panchayat funds, health, literacy, etc. This failure is now leading to withdrawal of the
members and also stagnating the SHGs.

% Government of India has circulated specific criteria for performance based grading of SHGs which is
conducted jointly by Banks and District Rural Development Agencies. By applying these criteria, 16,850
SHGs were found to be in Grade-1 and 5,889 SHGs were in Grade-2 in Gujarat. Out of these 3,191 SHGs
had already taken up some economic activities.
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With a view to utilize the potential of SHGs and link them actively with livelihood, employment
generation and other opportunities, the Rural Development Department, in Gujarat, has started
few interesting initiatives. It is also actively involving alternate structures like women’s co-
operatives in its efforts to address the needs of the poor and ultra poor. Few such initiatives are
described in the subsequent paragraphs.

a. SHRAMYOGI PROJECT: With a view to reach the poorest of the poor families in rural areas,
Govt. of Gujarat is implementing this scheme since July, 2003. Under this project, 5 poorest
families are identified in each village by the village panchayat. The heads from these families are
organized into Shramyogi groups consisting of 5 members each. Capacity building training is
provided by the village extension worker and members are motivated to start internal savings.
Groups open a bank account and start loaning the savings among members. State Government
has guaranteed 150 days of employment, subsidized house, skill training to a family member, five
horticultural saplings and loan for purchase of a small cattle. These guarantees, however, can be
fulfilled only if the shramyogi family ensures schooling of its children, member is free from
addictions like alcohol and tobacco follows small family norms and attends every gram sabha
meetings. During the first year of scheme’s operation approximately 90,000 families were
identified and a large number of families were linked with subsidized housing, wage employment
and were provided saplings. The project envisages provision of remaining guarantees after
evaluation of individual families.

A review of eight districts of Gujarat® covering 26,311 families shows that appx. 10% of the
family members were over 60 years age and only 22% members were under 30 years age. Out of
the total members, 6390 are suffering from some physical handicap. During the first year of its
operation, 68% Shramyogi members attended the gram sabha meetings, 45% members ensured
schooling of their children, 52% children were immunized and 34% families opted for small
family norms. The project ensured wage employment of 145,000 man days to these families,
63% saplings survived, 33% families were provided with subsidized houses, 21 % of families
were covered under various skill up gradation programmes and 72% families were covered in
other programmes like subsidized credit, various pensions from the Government, Balika
Samruddhi Yojana and BPL Ration Cards. Out of the total groups formed, 42 % were meeting
regularly, 80% of these groups had started savings activity and 689 families had got themselves
ensured under Janshree Insurance Scheme. DRDAs had received 89 complaints for provision of
wage employment and 242 complaints were received for housing. Progress of individual families
is being monitored and DRDAs have plans to link these families with village sanitation
programme, micro credit, kitchen gardening, skill up gradation, exposure visits, etc. in the second
year.

Although the State Government has launched this ambitious scheme for bringing these poorest
families above the poverty line in a time bound manner, the implementers are facing certain
unique problems that a large number of Sramyogi families were very old and 24% families had at
least one member who was suffering from some serious handicap. The standard approach of
linking them with wage or self employment programmes will not work in these cases and a
different approach for linking them with existing pension schemes, handicrafts production,
horticulture and rearing of small cattle is being tried. This approach is based on the assumption
that it is better to ensure small incremental incomes from a variety of interventions for each
family.

27 Ahmedabad, Mehsana, Bhavnagar, Dahod, Gandhinagar, Kheda, Narmada and Valsad districts.
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b. SHAKTI SAMANVAY PROJECT: With a view to converge the resources and schemes of various
development departments for improving overall quality of life indicators in rural areas, an
ambitious convergence project was launched in March, 2004 in seven development blocks™ of
the state. No separate funds have been provided for the project and it is expected that
participating departments will leverage their existing schemes to implement it.

By dove-tailing existing schemes of health, education, industries, women & child development,
panchayati raj and rural development this scheme aims to bring about 50% improvement in infant
mortality rate, school drop out rate, per capita income of poor rural families, access to safe
drinking water, safe delivery and malnutrition rates. Women’s self help groups and village
panchayats will be used as platforms for convergence of individual schemes by emphasizing
awareness generation and creating demand for these schemes & services through CBO members.

After formation of SHGs and capacity building of panchayati raj members, the project will
encourage creation of resource centers at sub taluka levels which will provide inputs on health,
literacy, skill up gradation and enterprise counseling to member SHGs. These resource centers
will also link their member SHGs with various development departments. The SHG members
will be encouraged to participate in gram sabha meetings. Since the gram sabhas currently decide
the works under wage employment programme, identify beneficiaries for self-employment and
housing programmes, implement Haryali, Gokul Gram and finance commission grant, this forum
will be used by SHG members for fulfilling their felt-needs.

C. ANIMAL HUSBANDRY PROJECT IN KHEDA DISTRICT: This Rs. 380 million project, being
jointly implemented by Amul and DRDA Kheda, aims at eliminating poverty in two most
backward Virpur and Balasinor talukas of Kheda district. Kheda is the operational area of world
famous Kheda District Cooperative Milk Producers Union (Amul). Although the farmers in this
district prospered due to dairy development efforts of Amul, it has, so far, not focused on the poor
families. A project was jointly developed by the local DRDA and Amul which aims to leverage
the expertise of Amul through SGSY funds to cover 7,500 poor families. In order to convert
animal husbandry into full time activity for the poor, it was planned to arrange at least three cattle
for each family. For the first cattle they will get cash subsidy of Rs. 7,500, second cattle will be
financed through bank credit and the third one will be cross bred, reared by the beneficiary
himself. Govt. of India agreed to provide grant of Rs. 11.50 crore, State Government will provide
Rs. 3.50 crore and commercial banks will provide loan of Rs. 23 crore to identified poor families.

DRDA and Amul agreed to jointly identify suitable families which were to be trained by Amul.
Village level milk cooperative societies will be promoted and strengthened in these talukas and
procurement of milch cattle will be made jointly. The project will also support construction of
cattle shed, development of fodder plot, installation of bulk chillers and bore wells, creation of
doorsteps artificial insemination facilities, mobile diagnostic laboratory and strengthen a training
centre.

The Memorandum of Understanding signed between Amul and DRDA states that Amul will
guarantee repayment of bank loans, it will be responsible for purchase of good quality milk
animals, will guarantee an incremental monthly earning of Rs. 1,994 from each cattle and replace
the dead cattle within two months. Moreover it guaranteed timely veterinary services and agreed
to up grade quality of milk to Codex standards. This is a unique project in which Amul agreed to
pay a penalty of 5% of the project cost if any of the above parameters are not met. At the same

*® This project is initially being implemented in Tharad (Banaskantha), Mansa (Gandhinagar), Talala
(Jungadh), Kutiana (Porbandar), Kaprada (Valsad), Kawand (Vadodara) and Rapar (Kutch) talukas. It will
be expanded to cover more talukas after evaluating the performance after one year.
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time an incentive @ 2% of project cost will be allowed to Amul if all the parameters are timely
met.

The project has covered 915 families during the preparatory phase with over 95% repayment rate
on bank credit of Rs. 11.67 million. By the end of September 2004, project procured 2,149 cattle
with bank credit of Rs. 21.87 million. It has supported construction of 132 cattle sheds and
trained 856 individuals. So far, the poor families are earning more than the guaranteed amount
from each cattle. This might be the only project involving poor where bankers are competing to
get the business by reducing the interest rate from 9.5% to 7.5%.

6. CONCLUSION

Although none of the programmes in Patan district are following all the six parameters which are
necessary for the long term sustainability of SHGs, groups formed by Watershed Development
Projects appear to be the most promising. Although they were relatively young, watershed
development SHGs followed the standard processes, were managing their funds properly,
ensuring saturation of SHGs in the village which helped the members in better leveraging of
resources & involvement in community affairs. With better focus on audit, systematic training
and active converge with other schemes of the government these groups have better chance of
long term sustainability.

SGSY is the biggest programme of its kind in the world and the average size of assistance
available to the borrower under this programme is much larger than those of the normal micro-
credit initiatives in India. It can be said that if implemented in a more process-oriented manner,
this scheme has the best potential to remove poverty. The Special Projects component of this
scheme, which supports the animal husbandry project in Kheda district, provides an avenue for
experimentation and ensuring better linkages for long term sustainability of the enterprises.

However, implementation of SGSY suffers from many of the same constraints and limitations of
the earlier poverty alleviation programs, and sometimes in the field vitiates the culture of self-
help that has already been developed. Aspects such as changing the mindset of the functionaries
who were earlier delivering target oriented programs have not yet been tackled. It is either riding
piggy back on groups that already have been set up be existing NGOs, or is unable to go through
the process that is required for the establishment of new groups. In spite of these deficiencies, as
could be seen in the present study, the members of SGSY groups benefited the most from the
microfinance programme as this is the only programme which is able to provide support for SHG
formation & nurturing, capacity building of members, entrepreneurship training, revolving fund
loans and leveraged formal loans for the SHGs. Members in this case were further supported from
the fact that they were able to select an appropriate activity, received required dosage of credit in
time and were linked with another existing institutional structure. At the same time, this group
raises few interesting questions. What should be the life of a SHG? If it was for the sole purpose
of helping members to improve their economic status, then since majority of the members had
crossed the poverty line, should it not be wound up or can it survive in this form in the future?
Considering the fact that they could not successfully convert animal husbandry into a full time
activity, should not the SHG now provide input delivery like training, cattle feed, veterinary
services, increasing size of the cattle unit, etc. A view on these issues can be made only after
studying the performance of some of such SHGs for some more time.

The rationale for working with SHGs varies from institution to institution, and also from project

to project. For some, SHGs are viewed as a way to reduce transaction costs and enhance
outreach, for others interested in poverty reduction it constitutes part of a mandated poverty
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reduction strategy or it is only an entry point for the broader goal of empowerment and
transformation of power relations within society. In the latter case while emphasizing the need
for sustainable institutions, the focus is on social intermediation through a combination of
interventions which could include gender awareness, health, education and legal literacy
basically so that social, political and economic empowerment takes place. Mayoux’s typology
of the three contrasting paradigms in micro-finance and gender viz. of financial self-
sustainability, poverty reduction and feminist empowerment is useful. It highlights that the
rationale for targeting women also varies — at one end of the spectrum is the efficiency oriented
view that women have high repayment rates, while at the other is the more feminist orientation
that women need to be socially and politically empowered. Somewhere in between is the
recognition of the need to target women as there are higher levels of female poverty. It is evident
from the objectives of the various initiatives that empowerment does not necessarily form part of
the stated objectives. If it is used to explain the nature of outcomes, the understanding of the word
is so diverse that it can mean anything from simply covering notions of enhanced well-being and
expansion of individual choice to the broader notion of transforming gender relations., etc.
Moreover, there is no “one way of doing things” and the implementers will have to keep n
experimenting with various models.
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