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SECTION-I

INTRODUCTION

1.1
Introduction
Poverty is widespread in India despite the impressive economic development that has taken place since Independence. Poverty continues to be a serious problem in both rural and urban India. The intensity of poverty varies widely across the states of India, with a high concentration of poor in the central region of the country. Landlessness and limited access to land are glaring features of rural poverty. The population below the poverty line is nearly 37 percent in rural areas, compared to 31 percent in urban areas. Perpetuation of poverty is due to the exclusion of some sections of poor from growth, and not necessarily due to lack of growth. Economic betterment through self-managed activities could equip the poor to play a more assertive role in the community. Community initiatives in the implementation of such measures, backed with a strong coalition of the poor, could bring in significant differences.

Credit has been recognized by the government and banks, as a tool for poverty reduction, for several years. Despite the significant gains made by the rural credit delivery system in terms of resource mobilization, geographical coverage and functional reach in the last two decades, there has been deterioration in the financial health of credit institutions. Emphasis on quantitative targets has resulted in poor quality of lending, which, in turn, has adversely affected the viability of the structure itself. Implementation of government sponsored credit linked poverty alleviation programmes with high transaction cost and default rate, and thrusting of public distribution system on cooperatives, too, have affected the viability of rural lending.

In India, banks have spread their network in every nook and corner of the country with nearly 1,25,000 rural credit outlets. A vast majority of the rural poor, however, have little access to the formal banking system. To overcome this difficulty, governments as well as banks have made several innovative strategies to improve the efficacy of the delivery of financial services to the rural poor, especially women. The National Bank for Agriculture and Rural Development (NABARD) was established in 1982 through an Act of Parliament, as an apex development agency for supporting and promoting agricultural and rural development in an integrated manner. Its corporate mission is to “promote sustainable and equitable agriculture and rural prosperity through effective credit support, related services, institutional development and other innovative initiatives”. NABARD supports various credit delivery innovations which are being implemented in different parts of the country, such as, ‘Grameen Bank’ replication, Non-Governmental (NGO) networking, SHG Federation, credit unions, etc.

The word ‘linkage’ is defined as “taking a loan from a bank”, although banks in fact first become linked to Self Help Groups (SHG) by taking their deposits. The rural poor often need and can benefit more from reliable and accessible savings services, than from loans.

The SHG-Bank Linkage Programme is primarily aimed at integrating informal savings and credit groups with mainstream banking, by providing them with credit facility to enhance their fund base. This enables SHG members to access frequent and comparatively large sized loans. The loan is extended to an SHG once it demonstrates its capability to absorb outside credit, which is reflected in terms of the savings pooled by the members, and their ability to manage such funds, coupled with solidarity and cohesion among members.

Various partners are involved in the process of bank​-linkage. They include the community, self help promoting institutions (SHPIs), and the local bank. Three models have emerged for delivery of credit to SHG members - i) a bank lending directly to SHGs without the intervention of any SHPI, ii) a bank lending directly to SHGs with NGO/GO as facilitator and iii) a bank lending indirectly to SHGs through NGO/MFI.

Data from different sources reveal that two-thirds of the bank linkages took place between the years 1999-2002, of which more than half occurred during 2001-2002. Since the inception of the SHG movement, till 1999, only a few groups were linked to banks for obtaining finance. The bank-linkage programme was taken up on a massive scale, only in the recent past. Most of the pro-poor programmes of the Government have been linked to Self Help Groups. 

About 60% of the linked SHGs promoted by government agencies are in Andhra Pradesh. Around 37,300 of the linked SHGs formed by NGOs have been provided with financial assistance from Banks. About 7,900 of the SHGs are supported by regional rural banks (RRBs). Of 560 banks in the country, 48 commercial banks, 196 RRBs and 316 cooperative banks, situated in 563 districts in 30 states of the country, are participating in the SHG programme. During the period 1st April 2003 to 31st March 2004, 3,61,731 new SHGs were financed by banks to the tune of Rs. 1,158 crores by way of loans. Cumulatively, banks have lent Rs. 3,904 crores to 10,79,091 SHGs. NABARD has extended refinance of Rs. 706 crores to banks during 2003-04 to take the cumulative refinance amount to Rs. 2,124 crores
. 

The number of groups formed in Andhra Pradesh as on September 2002 was 4,28,846
. Of these, 1,30,976
 SHGs have received Revolving Fund contribution of  Rs 232 crores from the Government of Andhra Pradesh, and 2,40,257
 SHGs have obtained loans from banks
. The total amount saved by the SHGs was estimated at Rs. 718 crores
. The amount disbursed as on 31st March 2003 as revolving fund was Rs. 232 crores
; the amount disbursed as bank-linkage credit was Rs. 484 crores
 and the refinance amounted to ​​​Rs.41,402.40 lakhs
. During the year April 2003-March 2004, 2,31,336
 SHGs were linked to banks for credit. Of these, 1,04,238
 were new linkages and 1,27,098 were repeat linkages, and the total amount of loans disbursed was Rs 753 crores
 (Annexure-1). 

1.2
Rationale for the Present Study
Several studies have been conducted on SHGs, with different objectives, by various stake-holders such as NABARD, National Institute of Rural Development (NIRD), BASIX, Department for International Development (DFID), CARE, Mahila Abhivruddhi Society, Andhra Pradesh (APMAS), VELUGU, Andhra Pradesh Rural Livelihoods Project (APRLP), Andhra Pradesh Academy of Rural Development (APARD), Centre for Economics and Social Sciences (CESS), Council for Social Development (CSD), Department of Women Empowerment & Self Employment (WE & SE), and District Rural Development Authorities (DRDAs). 

These studies were conducted as part of assessment, monitoring and evaluation, and have focused on a range of issues such as group composition, leadership, decision making, savings, revolving fund, repayment, micro finance and enterprise, sustainable livelihoods, SHG Federations, Mutually Aided Cooperative Societies (MACS) etc. They have raised many questions for further inquiry. However, there have been no studies specifically on linkage of SHGs to banks, and its impact. It is in this context that APMAS commissioned a study on SHG-Bank Linkage, to study the dynamics of bank linkage, and its impact on SHGs. 

1.3
Objectives 

The broad objective of the present study is to assess the quality of SHGs linked to banks, identify issues related to SHG-Bank linkage and assess the impact of the linkage on the SHG movement, and on the empowerment of women. The specific objectives of the current study are:

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

ii. to ascertain the quality of SHGs; 

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

1.4
Significance of the Study
The findings of the proposed study could be used by various institutions, agencies, departments of the Government, researchers, and development workers associated with SHGs and poverty reduction, to strengthen the groups through various capacity building inputs, to  bring appropriate changes in existing procedures and policies for better functioning of the SHGs and more effective bank linkage, and to develop innovative strategies for the empowerment of the poor and sustainability of the groups.

1.5
Research Methodology 

1.5.1
Sampling Design 
The universe of the present study is Bank-Linked SHGs in Andhra Pradesh. Keeping the objectives in view, 8 districts (Annexure-2) were selected from the 3 regions of the state – Telangana (3 of 9 districts), Rayalaseema (2 of 4 districts), and Coastal Andhra (3 of 9 districts) (Map). From each region, districts with high and low percentage of SHGs linked to banks were included in the study. In each district, 5 mandals
 (Annexure-3) were selected on the basis of Probability Proportionate to Size Sampling. To select 5 Gram Panchayats within the Mandal and 2 SHGs within the Panchayat, Simple Random Sampling technique was followed. In cases where more than one habitation was selected from a Panchayat, only one SHG was selected from each habitation, so as to cover more habitations and more social categories. In all, 400 SHGs were selected for the present study from 40 mandals, in 8 districts, from the 3 regions of the State. 

1.5.2
Research Team & Training

The research team consisted of 13 members, led by the Research Officer of APMAS, with a team of 2 Field Research Coordinators and 10 Field Research Investigators, with academic background in Sociology, Social Work and Anthropology, and experience in field work. The team was provided a week’s training by the senior staff of APMAS on SHG concepts, bank linkage and micro finance, and briefing on SHGs in Andhra Pradesh, which helped them understand the SHG movement and rural credit systems, and helped the team have a common understanding of the research tools to be used in the study. In addition, the team members were asked to carry out mock interviews within the team, using different tools of the study to have experiential learning, in advance of the field investigation. After the training, the field visits were undertaken by the team, and data was collected under the supervision of the research coordinators and the research officer.

1.5.3
Data Collection Techniques

The methodology adopted in the present study was exploratory. The data collected was both quantitative and qualitative in nature, from primary and secondary sources. The data was collected mainly through interviews, focus group discussions and other participatory methods. Structured and unstructured interviews were conducted with various stake-holders such as Village Secretaries (VS), Mandal Revenue Officer (MRO), Mandal Development Officer (MDO)
, Mandal Resource Persons (MRPs), District Resource Persons (DRP), Project Directors of Velugu and DRDA, village elders, caste leaders and youth organizations, to understand both the internal and external environments of the groups, various facets of the SHG movement, and attitude and opinion of the external agencies.

The interview schedule (Annexure-4) consisted of 3 sections. The first section covered the profile/general information of the groups. The second part dealt with credit activities, risks and coping strategies. Impact of bank-linkage on livelihoods, sustainability of SHGs, access to formal and informal micro finance institutions were incorporated in the third section of the schedule. A check list (Annexure-5), covering the objectives of the present study was prepared and executed during Focus Group Discussions (FGDs). Qualitative information was gathered from various homogeneous groups, formed on the basis of age, caste, gender, income, nature of enterprise, group or household livelihood activities and the present status of the groups. 

The interview schedule was used with the SHGs through Focus Group Interviews (FGI). Structured interviews were conducted with district officials such as Project Directors of DRDA and Velugu, Assistant General Manager of NABARD, and Lead Bank District Managers (LDM). A check-list was prepared and used in the structured interviews (Annexure-6). Data at Mandal level was collected from MDO, EO-DWCRA/AGS and Bank Managers. Focus Group Discussions, Focus Group Interviews and informal discussions were held at Panchayat/habitation level with SHG members, animators, book–keepers, elected representatives and other SHG members based on their availability. The following table shows the persons interviewed at various levels.

Table-1.1: Persons interviewed at various levels during fieldwork

	S. No.
	Level
	Designation/Position
	No. of persons

	1
	State
	Secretary PR & RD
	1

	
	
	Project Director-SERP
	1

	
	
	Commissioner-WE & SE
	1

	2
	District
	Project Directors-Velugu
	7

	
	
	AGM, Nabard
	6

	
	
	Project Directors-DRDA
	8

	
	
	NGO representatives
	9

	3
	Mandal
	MRO/MDO/Superintendent
	40

	
	
	Bank Managers
	30

	
	
	DRPs/CCs
	15

	4
	Village
	Animators
	200

	
	
	Villagers
	500

	
	
	SHG members
	530


Secondary data relating to the number of SHGs formed, linked to bank, amount disbursed, was collected from the offices of NABARD, SLBC, Department of Women Empowerment & Self Employment (WE & SE), District Rural Development Authority (DRDA], Velugu project, EO-DWCRA and from animators. 

1.5.4
 Coverage and Period of Study

The Research Team conducted Focus Group Interviews with 400 SHGs, conducted 16 Focus Group Discussions and personal interviews with 30 bank managers, and heads of institutions such as DRDA (8) and Velugu (7). The field research was carried out from 14th February to 24th March 2004 under the supervision of the Research Officer, APMAS.

1.5.5
Problems and Limitations

The research team faced several problems during the study. Many problems were related to lack of availability of data, and of persons concerned, such as SHG members, leaders, animators, MDOs, DWCRA-EORD.

· Data on the list of SHGs, number of linkages, repeat linkages, multiple linkages, details of RF sanctioned to the SHGs was not fully available with the Department of DRDA and Velugu in the districts selected for the study. The data available was not up to date. 

· Front line staff, too, did not have the list of SHGs and their bank linkage details with them. Hence, the research team had to allocate more time than expected on identifying and selecting SHGs.

· Since the field study was undertaken during peak agriculture season, many respondents were busy in harvesting and sowing activities. The research team mobilized SHG members for FGDs with considerable difficulty.

· The books of accounts maintained were not up-to date. Some of the SHGs did not have even basic records. Many SHGs had written their accounts in rough books, rather than in the prescribed books. 
· The SHGs or the SHG leaders who misused funds were not willing to show their records with the excuse that their leader was not in the village or that the books were in a relative’s house and the key was not available, etc. Some animators and EO-RD misguided the SHGs about the research study.

1.6
Analysis of Data  

The process of analysis of data was initiated in the field after receiving the filled in schedules from the investigators. Filled in schedules were checked and coded by the two Research Coordinators. The Research Officer and the Research Coordinators triangulated the data through revisiting some of the groups, having informal discussions with the villagers, animator and other groups in the habitation, and with the information obtained through Focus Group Discussions. 

A key was developed for the schedule and tested for the analysis of data. The database was created for further analysis.  The data entries were checked for accuracy, frequently during data entry process. After completion of the data entry, the entire data was cleared, and the responses standardized for open ended questions. 

Statistical tools such as ranges, percentages, and means were used in analysing data. Frequency tables were prepared. Comparative tables were prepared to draw meaningful inferences wherever necessary. Data collected through FGDs, personal interviews, and feedback from the research team was compiled and used at appropriate places to support the quantitative data. The data compiled was analysed with variables such as district, social categories, number of linkages, age of the SHGs, revolving fund or matching grant, types of bank, to understand the similarities and differences, to make comparisons and to draw meaningful inferences.

1.7
Reporting framework
This report contains the following sections:

· There is a brief executive summary presented in relation to the objectives of the study.

· The executive summary is followed by Section I (this section), which is an introduction to the study.

· Section II presents an overview of the financing banks providing credit to the SHGs covered by this study.

· Section III contains the profile of the members of the SHGs covered by the study – their social and economic backgrounds.

· Section IV presents the profile of the 400 SHGs linked to banks, and situated in 8 districts across Andhra Pradesh, that provided the data for this study.

· Section V explores the quality of the 400 SHGs, linked to banks.

· Section VI presents information on capital owned by the 400 SHGs – its quantity and its application.

· Section VII deals with issues relating to credit provided by banks to the 400 SHGs.

· Section VIII presents findings on the impact of the bank-linked SHGs as perceived by their members.

· Section IX contains some suggestions for adding value to the process of bank linkage.
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� A ‘mandal’ is the basic unit of the district which covers about 2 lakh population in a given geographical area.


� Mandal Development Officer is the person who is the administrative head of  the administrative unit of Mandal 
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