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SECTION-II

FINANCING BANKS: An overview

Several banks across the country, are participating in the SHG-bank linkage programme. SHGs covered by this study were financed primarily by commercial banks (58%) and by regional rural banks (38%). A small percentage (4%) was financed by primary agricultural cooperative societies, which in turn were perhaps financed by district cooperative central banks. 
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All the bank branches have their service area fixed for operational jurisdiction. The groups located within the service area of a respective branch of a bank are eligible to open savings accounts only in that branch of the bank. Even though there are other banks located nearer, the groups are not allowed to utilize the services of other banks because of service area approach. This was felt to be a problem by many of the groups.

2.1 Participating Banks

The 400 SHGs covered by this study were financed by 20 banks. State Bank of India financed nearly a fifth of the SHGs. Other key financiers of the sample of SHGs studied were Andhra Bank, and the regional rural banks at Vizianagaram and Kurnool. Unless SHG financing is significant business for a bank, it may not invest adequately in the development of this business. Banks such as Canara Bank and State Bank of Mysore have considerable experience of financing SHGs in neighbouring states, even though in the sample studied, they were not significant players.

Table-2.1: Name of financing bank 

	S.
 No.
	Name of
 the Bank
	No. of SHGs financed
	Percentage

	1
	State Bank of India
	77
	19.3

	2
	Andhra Bank
	48
	12.0

	3
	Vishakha Grameen Bank
	39
	9.8

	4
	Rayalaseema Grameen Bank
	38
	9.5

	5
	State Bank of Hyderabad
	24
	6.0

	6
	Syndicate Bank
	23
	5.8

	7
	Sri Venkateswara Grameen Bank
	19
	4.8

	8
	PACS
	17
	4.3

	9
	Union Bank of India
	17
	4.3

	10
	Sanghameshwara Grameen Bank
	17
	4.3

	11
	Kakatiya Grameen Bank
	16
	4.0

	12
	Vysya Bank
	13
	3.3

	13
	Manjeera Grameen Bank
	12
	3.0

	14
	Indian Overseas Bank
	11
	2.8

	15
	Pinakini Grameen Bank
	9
	2.3

	16
	Indian Bank
	8
	2.0

	17
	Punjab National Bank
	7
	1.8

	18
	Canara Bank
	4
	1.0

	20
	State Bank of Mysore
	1
	0.3

	
	Total
	400
	100.0


2.2
Distance from Bank

The distance between an SHG and its bank could have an influence on the regularity of savings and loan remittances, on operational costs, on bank-SHG relations, and on repeat finance. Simultaneously, where SHGs are at a distance from their bank, it is an indication of banks not limiting their assistance to easily accessible SHGs. 

Data shows that nearly 47% of the bank branches are located at Mandal headquarters followed by bank locations elsewhere (32%). In the case of 19% of the SHGs, their financing bank was located within their habitation. 


Table-2.2: Location of bank

	S. No.
	Location
	Frequency
	Percentage

	1
	In the habitation itself
	76
	19.0

	2
	Panchayat headquarters
	10
	2.5

	3
	Mandal headquarters
	186
	46.5

	4
	Others*
	128
	32.0

	
	Total
	400
	100.0

	* including neighbouring Panchayat, etc


In a later section, dealing with the profile of SHGs, the average distance between an SHG and Mandal headquarters is shown as 8.5 kms. Under the service area approach, banks are expected to service an area of about 8-10 villages around them. From the table below, it is clear that for 15% of SHGs, the bank was situated over 10 kms away, and of these, two-thirds were 15 kms and more away from their banks.

Table-2.3: Distance between SHG and Bank

	 S. No.
	Distance in kms
	Frequency
	Percentage

	1
	Within the habitation
	76
	19.0

	2
	1-2
	39
	9.8

	3
	3-4
	87
	21.8

	4
	5-6
	53
	13.3

	5
	7-8
	59
	14.8

	6
	9-10
	26
	6.5

	7
	11-12
	11
	2.8

	8
	13-14
	10
	2.5

	9
	15-16
	19
	4.8

	10
	17 & above
	20
	5.0

	Total
	400
	100.0


2.3
Learnings

a. Several banks are participating in the SHG-Bank Linkage programme, with State Bank of India in the lead.

b. Both commercial and regional rural banks are in the fray.

c. Banks are financing SHGs as far away as 17 + kms.  That is, they are restricting themselves to their service area. Even though some banks are close to some SHGs, the SHGs are some times having to travel much further away to a bank because their village is in its service area.
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