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EXECUTIVE SUMMARY
Andhra Pradesh has been in the forefront of the Self Help Movement in India. Alongside women’s own savings, a major initiative in providing SHG members with bank credit was introduced some years ago. APMAS believes that this initiative must not go the way other rural credit has gone. Even though SHG-bank linkages are, as yet, in a comparatively early phase, it appeared important to learn from the field and share those learnings with all concerned, in order to ensure that bank linkages added value to the lives of SHG members, their families, and to institutional credit, in general. 

To facilitate such learning, APMAS initiated a field study on SHG Bank Linkage Programme in early 2003. Given that more than 50 percent of SHG-bank linkages in the country are in Andhra Pradesh, the study covered 8 districts in the state - Mahabubnagar, Nizamabad and Warangal in Telangana region, Chittoor and Kurnool in Rayalaseema region, and East Godavari, Prakasam and Vizianagaram in Coastal Andhra region. An overview of the study coverage is provided below.

	         Particulars                        
	Number

	SHGs covered by study
	400

	Districts covered
	8

	Mandals covered
	40

	Total membership
	5,308

	Participating banks
	20


1. Objective: The study was initiated to ascertain

i. the socio-economic profile of the SHGs and their members;

ii. the quality of SHGs;

iii. the quality and extent of financial services to members and issues in and perceptions around SHG bank linkage; and 
iv. the impact of bank-linkage on SHGs.

A summary of the findings of the study and the contents of this report follow.

2. Sample: The sample for this study was 400 SHGs, spread over 8 districts of Andhra Pradesh that had been linked to 20 banks/cooperatives - commercial banks, regional rural banks and primary agricultural credit cooperatives.

3. Profile of SHG members:  SHGs financed by banks had members belonging mainly to socially and economically disadvantaged sections. Nearly 53% of the members were from Backward Castes, 19% from Scheduled Castes, 4.5% from each of Scheduled Tribes and Minority groups, and as many as 19% from other castes. Only 25% of the members were able to read and write, whereas 57% of the leaders fell in this category. Members belonging to Scheduled Tribes were in lesser numbers in the SHGs studied than warranted by their numbers in the larger community. Where 89% of the members were from landless or small farm families, 11% of the members were from large farm holding families. More than 70% of members were from the reproductively and economically active age group. SHGs were promoted for disadvantaged women and the significant percentage of women from advantaged caste and wealth backgrounds was a matter of concern.

4. Profile of SHGs: Two-thirds of the SHGs had 11-15 members, while a little over a fourth had 10 members or less. More than 50% of the SHGs were homogeneous with members from only one or other section of society. Some heterogeneous SHGs reorganised themselves into homogeneous groups, in order to access funds from agencies providing support only to SCs, or STs, or minorities. 

More than half of the SHGs covered by the study were between 3 and 4 years old. Nearly 10% were less than 2 years old, and 5% were 9 years old or more. Members appeared to withdraw from SHGs as the SHG aged, with 7-year old SHGs having 28% of members dropping out of membership, and this percentage increasing thereafter to 40%. More in-depth study is required to assess whether the relationship that a member has with her SHG is of limited period. Membership change is usually a sign of a well developed organisation having a life quite apart from that of its members. In the case of SHGs, however, their small size makes them vulnerable to upheavals in membership. Further, members need continued support from their organisation, over lengths of time, if they are to benefit in a sustainable manner. For members, too, short associations with their SHG might prove unhelpful. These issues may or may not be a cause for concern yet, but SHPIs, and banks need to monitor membership changes and their consequences, as SHGs age. 

On average, an SHG was situated 8.5 kms away from Mandal headquarters. More than three-fourths of the SHGs had access to bus services from within their habitation. 

Only 17% of the SHGs had changed their leaders since formation. Along with other reasons for not changing leaders, one reason was that some bank branches did not permit changes in signatories to bank accounts. Leaders were expected to fulfil several responsibilities, but loan recovery was not seen as one.

5. Quality of SHGs: Available grading tools did not appear to have been used well by banks or SHPIs, at the time of selection of SHGs for providing credit. Even where tools had been used, members appeared not to know much about the use of the tools, or of their own rating. One important function of grading tools is that they create an interest in high performance standards, and that SHGs work towards such standards. In the SHGs studied, however, the majority were unaware of their own grade and of processes used.

The study team applied CRI tools to grade SHGs and 66% were found to belong to ‘A’ grade. Nearly 8%, however, were found to be in ‘C’ grade. Grades were particularly low in Prakasam district. Apart from the fact that ‘C’ grade SHGs had been financed, they had continued to receive repeat loans, too.

There appeared to be some indication that SHGs perhaps perform in cycles – performing well and improving their performance over the first few years, and then declining in quality by the end of the 6th year. In the 7th/8th year, once again performance appeared to have picked up. However, the percentage of ‘C’ grade SHGs rose again beyond 9 years, and those in ‘A’ grade dropped. 

6. Quality of financial services: The 400 SHGs together had around Rs 95 lakhs of on savings. Interest earned was not determined during the study. The total revolving fund received by them was Rs 34.8 lakhs. Cumulative savings appeared to grow for some years, and then to reduce in several cases. In 20% of SHGs that were over 9 years of age, cumulative savings were less than Rs 10,000. This might be the result of members dropping out of the SHG and taking back their savings.

Loans disbursed in the last year were Rs 1.56 crores. More than half of these were first linkage loans. Loans were used for a variety of purposes – work related and home related.

At the time of the study, loans outstanding were much less than member thrift. Average idle funds kept in banks in the savings accounts or fixed deposits amounted to nearly Rs 5,800 per SHG, or around Rs 23 lakhs in all, indicating that members were drawing on their thrift for lending to themselves.

Loans were more expensive to access than was generally recognised. This was because individuals, perhaps in rotation, met many of the costs incurred in visiting banks to access loans for their groups.

Default had not yet manifested itself as a serious problem, although the perception of bankers and of groups was that it needed to be dealt with firmly. The concern might have arisen because loan sizes are continuing to increase. It was not common to have a group defaulting for more than 4 continuous months. However, overlapping loans, adjustment of a new loan against an older outstanding loan, adjustment of amounts lying in group savings accounts against loans outstanding by the group to the bank, were common practice. Real default is probably a much bigger problem than is acknowledged. 

7. Impact of bank linkage: Members appeared to value their association with their SHGs and to value the SHG’s association with its bank. In particular, they felt that they now had access to formal financial institutions, to credit, that their income levels had improved, that their savings habit had improved. They felt, however, that employment opportunities had not significantly increased. So, too, they felt that they were not quite free from moneylenders yet, and that they did not yet spend as much on food as they needed to.

Levels of confidence, of self-reliance, of ability to make decisions, of leadership quality had all increased. Education levels and ability to negotiate with other local bodies had also improved, but not to the extent desired.

The following fact sheet provides supporting information on the SHGs.

	1
	Number of SHGs Covered by Study 
	:
	400

	2
	Membership: Social Category (in percentages)

	
	a. Schedule Tribe
	:
	  4.5

	
	b. Schedule Caste
	:
	19.4

	
	c. Backward Class 
	:
	52.5

	
	d. Minority
	:
	  4.4

	
	e. Others 
	:
	19.2

	3
	Membership: Education (in percentages)

	
	a. Literate 
	:
	25

	
	b. Able to signature 
	:
	40

	
	c. Non-Literate
	:
	35

	4
	Membership: Landholding  (in percentages)

	
	a. Landless 
	:
	44.5

	
	b. Small and marginal farmer 
	:
	52.7

	
	c. > 5 acres of land 
	:
	  2.8

	5
	SHG Grade: (in percentages)

	
	a. ‘A’ grade
	:
	66

	
	b. ‘B’ grade
	:
	26

	
	c. ‘C’grade
	:
	  8

	6
	SHG Age: (in percentages)

	
	a. Less than 2 years 
	:
	  9.8

	
	b. 3-4 years
	:
	53.5

	
	c. 5-6 years
	:
	18.0

	
	d. > 6 years 
	:
	18.7

	7
	SHG Size: (In percentages)

	
	a. 10 members or less
	:
	26.2

	
	b. Between 11 and 15 members 
	:
	66.8

	
	c. > 15 members 
	:
	  7.0

	8
	Location of SHG
	
	

	
	a. Average distance from mandal headquarters
	:
	8.5 kms

	
	b. Percentage of SHGs financed by banks over 10 Kms away 
	:
	15%

	
	c. Percentage of SHGs financed by banks at 5-10 kms away 
	:
	35%

	
	d. Percentage of SHGs financed by banks less than 5 kms away 
	:
	50%

	9
	Own funds: (Rs)

	
	a. Total savings 
	:
	95 lakhs

	
	b. Revolving fund
	:
	34.8 lakhs


	10
	Loans disbursed
	
	

	
	a. Cumulatively (Rs)
	:
	>200 lakhs

	
	b. Current (most recent) (Rs)
	:
	136 lakhs

	
	c. Loans outstanding (Rs)
	:
	70 lakhs

	
	d. Percentage of SHGs on first linkage 
	:
	52%

	11
	Idle Funds: (Rs)
	
	

	
	a. In savings account 
	:
	16 lakhs

	
	b. In fixed deposits
	:
	6.6 lakhs

	
	c. Cash in hand 
	:
	0.9 lakhs

	12
	Default: 
	
	

	
	Percentage of SHGs defaulting to bank
	:
	12%

	13
	Cost of accessing bank credit:
	
	

	
	a. Number of visits to bank to secure loan 
	:
	4

	
	b. Average bus fare 
	:
	Rs. 64

	
	c. Average loss of wage (@ Rs 20 per visit, assumed)
	:
	Rs. 80

	
	d. Average food bills @ Rs 29 per visit 
	:
	Rs.116

	
	e. Minimum payments to others 
	:
	Rs. 200

	
	f.  Documentation/ Stationary per loan 
	:
	Rs. 292

	14
	Economic impact : (% reporting improvement, of some or great significance, for the better)

	
	a. Access to credit 
	:
	89%

	
	b. Access to formal financial institutions 
	:
	78%

	
	c. Habit of savings 
	:
	94%

	
	d. Income increase 
	:
	84%

	
	e. Employment generation 
	:
	47%

	
	F.  Expenditure on food 
	:
	50%

	15
	Other impact: (%reporting improvement, of some or great significance, for the better)

	
	a. Education 
	:
	43%

	
	b. Health
	:
	57%

	
	c. Self-confidence
	:
	89%

	
	d. Decision making ability 
	:
	86%

	
	e. Self-reliance
	:
	81%

	
	f.  Participation in local agencies 
	:
	50%
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