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SECTION-VI

OWN CAPITAL OF SELF HELP GROUPS
From the time of formation, members of SHGs save regularly with their groups. These regular savings, usually termed ‘thrift’ are remittances made by members each week/fortnight/month, on regular basis. Apart from thrift, some SHGs also accept other forms of savings from members, but as this is rare, it is not being dealt with here. A third source of ‘internal’ capital is the Revolving Fund (RF) or Matching Grant (MG). The RF/MF are contributions made by the government, usually as encouragement to SHGs. Although the last is not a remittance by members, once made available to an SHG, it usually becomes the SHG’s own capital. There have been instances, however, where an RF/MF has been made available with a condition that where members do not continue to borrow from a bank, they will no longer be eligible to retain the RF/MF. For the purposes of this study, however, RF/MF is also being treated as own capital of SHGs.

This section deals with own funds of SHGs. It looks at thrift, voluntary savings, and RF/MF in SHGs – at the mobilisation and utilisation of these funds. 

6.1
Thrift

The very formation of an SHG is based on regular savings by members at a frequency decided by members. When the decision to form an SHG is taken, members choose to save a particular amount each month, which they remit either at weekly or fortnightly or monthly meetings. This amount is expected to be fixed in accordance with the capacity of the poorest in the group to save every month, through the year.

6.1.1
Frequency of Thrift Collection

Almost all (98.3%) the groups practiced monthly savings. A very small percentage (1.7%) collected thrift on fortnightly/weekly basis. These were SHGs with membership predominantly from BC category. Many SHPIs encourage weekly savings, but members appeared to prefer to save on monthly basis. The cost of maintenance of accounts was probably one reason why members opted for monthly instead of weekly savings. The holding of savings during the month, in the homes of leaders, when thrift was collected on weekly basis, was perhaps another reason. During FGDs, members reported that people who had regular flow of income, preferred weekly and fortnightly savings, indicating that lack of regular income flows was also key to unwillingness to save on more frequent basis.

6.1.2
Thrift Collected

The cumulative savings of the 400 SHGs together was nearly Rs 95 lakhs. SHGs in Prakasam district accounted for around 18% of the total thrift. Data collected showed that thrift saved by each member each month was, on average, Rs 35.41, though it varied from group to group, between Rs 20 and Rs 100. Where Prakasam district had a high average of Rs 44 as thrift per member, Mahbubnagar had the lowest of Rs 30.60. Among OC groups, monthly thrift per member was, on average, Rs 38.52, while SC and ST groups tended to have average thrift of nearly Rs 33 per member per month. 

Table-6.1: Thrift/Cumulative savings

	S.
No.
	Name of
 the district
	Thrift

	
	
	Amount in Rs.
	Percentage

	1
	East Godavari 
	12,15,938
	12.86

	2
	Prakasam 
	16,89,180
	17.85

	3
	Vizianagaram 
	9,52,973
	10.07

	4
	Chittoor 
	10,28,255
	10.87

	5
	Kurnool 
	10,61,676
	11.22

	6
	Mahabubnagar 
	12,78,177
	13.51

	7
	Nizamabad 
	9,87,774
	10.44

	8
	Warangal 
	12,48,369
	13.19

	
	Total
	94,62,342
	100.00


During FGDs, some groups reported that their members did not save regularly. In order, however, to be able to access bank finance, on mutual consent, they borrowed from money lenders and made their remittances into the savings account in the bank. A few days later, on the pretext of lending to members, they withdrew their savings and returned the money to the moneylender with exorbitant interest. This process was followed over a few months in order to create a good impression on the district and bank authorities, who only saw regular remittances into savings accounts, and internal lending. The real beneficiary was the moneylender.

6.1.3
Cumulative Thrift

The average cumulative savings
 per group was Rs. 22,986. Over 36% of OC SHGs and 35% of Minority SHGs had more than Rs 60,000 of cumulative savings, whereas, on average, only 19% of BC, 18% of ST and 15% of SC SHGs had such high cumulative savings. Data revealed that average cumulative savings were highest among Open Categories (Rs. 31,433) and lowest among the Scheduled Tribes (Rs. 18,610). 

 Table-6.2: Cumulative thrift and social category 

	S. No.
	Amount

in Rs.
	Social category
	Total SHGs

	
	
	ST
	SC
	BC
	OC
	Min
	

	1
	 <       15000
	5.88
	31.08
	27.01
	16.05
	29.41
	24.75

	2
	15001-30000
	41.18
	32.43
	23.22
	24.69
	11.76
	25.50

	3
	30001-45000
	23.53
	17.57
	20.85
	14.81
	17.65
	19.00

	4
	45001-60000
	11.76
	4.05
	9.48
	8.64
	5.88
	8.25

	5
	60001-75000
	-- 
	4.05
	6.16
	7.41
	17.65
	6.25

	6
	75001-90000
	11.76
	2.70
	1.90
	2.47
	11.76
	3.00

	7
	90001-105000
	5.88
	2.70
	1.90
	3.70
	-- 
	2.50

	8
	   >      105000
	-- 
	5.41
	9.48
	22.22
	5.88
	10.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00

	Table-6.3: Cumulative Thrift and Age of the SHGs

	S. No.
	Amount

in Rs.
	Age in Years
	Total SHGs

	
	
	1-2
	3-4
	5-6
	7-8
	9 & >9
	

	1
	1000-10000
	61.54
	10.28
	15.28
	5.45
	20.00
	16.00

	2
	20001-30000
	30.77
	72.90
	62.50
	41.82
	25.00
	60.25

	3
	30001-40000
	2.56
	9.35
	13.89
	27.27
	10.00
	12.00

	4
	  >       40000
	5.13
	7.48
	8.33
	25.45
	45.00
	11.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


As was to be expected, cumulative thrift increased with age. Where 45% of SHGs that were 9 years and older had Rs 40,000 and more as savings, nearly 62% of SHGs that were less than 2 years old had savings of more than Rs 10,000. What was unexpected was that 20% of SHGs that were over 9 years of age, had less than Rs 10,000 of cumulative savings. It appeared likely that they had either distributed some of the accumulated savings amongst themselves, or adjusted the savings to loans outstanding, or been revived after a spell of irregular functioning.

In Prakasam district, more than 42% of the SHGs had over Rs 30,000 of accumulated thrift. In contrast, Vizianagaram had 16% of SHGs with such savings. Data showed that the average cumulative thrift in Prakasam was Rs. 33,784 and in Vizianagaram, it was Rs. 19,059.

Table-6.4: District-wise Cumulative Thrift

	Amount 

in Rs.
	Districts
	Total SHGs

	
	EG
	Pra
	Viz
	Chi
	Kur
	Mah
	Niz
	War
	

	 1000 -10000
	20.00
	8.00
	24.00
	18.00
	24.00
	10.00
	20.00
	4.00
	16.00

	20001-30000
	58.00
	50.00
	60.00
	60.00
	54.00
	60.00
	62.00
	78.00
	60.25

	30001-40000
	6.00
	24.00
	2.00
	18.00
	10.00
	18.00
	12.00
	6.00
	12.00

	   >      40000
	16.00
	18.00
	14.00
	4.00
	12.00
	12.00
	6.00
	12.00
	11.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


The size of the group also had effect on its cumulative savings. More than half of the SHGs with over 15 members had accumulated thrift of over Rs 30,000. There were hardly any with less than Rs 10,000 thrift in this category.

Table-6.5: Cumulative Thrift and Size of the SHGs

	S.

No.
	Amount

in Rs.
	Size (No. of members)
	Total SHGs

	
	
	< 11
	11-15
	> 15
	

	1
	1000-10000
	22.86
	14.61
	3.57
	16.00

	2
	20001-30000
	59.05
	62.55
	42.86
	60.25

	3
	30001-40000
	10.48
	11.99
	17.86
	12.00

	4
	40001 & above
	7.62
	10.86
	35.71
	11.75

	Total
	100.00
	100.00
	100.00
	100.00


6.2
Revolving Fund

Various agencies, such as, Government of India, Government of Andhra Pradesh, Banks, NGOs and other SHPIs have contributed some amounts in the form of Revolving Fund (RF)
 or Matching Grant (MG) to SHGs, to add to their own corpus of savings, for use in internal lending. Of the total 400 sample groups, 68.75% of the groups had together received as  RF/MG, a sum of Rs. 34,80,233 at some point or other, to some extent or other. The average amount of RF received by an SHG was Rs.10,755, whereas it was Rs 8,701 when all 400 SHGs were taken into consideration. Where this average was Rs 10,072 for SHGs in the Open Categories, for SHGs among Scheduled Tribes, it was only Rs. 5,388.

Many more SHGs in the SC and OC categories received RF contributions of over Rs 10,000, than in the other cases. However, it was among the BC category SHGs that the largest percentage (72%) of SHGs received RF. As with other parameters, the least benefited were SHGs in the ST category, with nearly half not receiving any RF contribution. 

Table-6.6: Revolving Fund and Social Category of the SHGs

	Amount

in Rs.
	Social category
	Total SHGs

	
	ST
	SC
	BC
	OC
	Min
	

	Not sanctioned
	47.06
	32.43
	27.96
	34.57
	35.29
	31.25

	less than 10000
	47.06
	47.30
	58.29
	45.68
	52.94
	53.00

	More than 10000
	5.88
	20.27
	13.74
	19.75
	11.76
	15.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


When we compare the RF received by SHGs across districts, groups in East Godavari received, on average, Rs. 3,625, while those in Nizamabad received a much higher sum of Rs. 12,200.

A look across the districts indicates that a very high percentage (68%) of SHGs in East Godavari district had not received any revolving fund contribution. On the other hand, in Prakasam, and Vizianagaram, the majority of SHGs (88% and 86% respectively) had received RF contributions. It is again in Prakasam that we have the highest percentage (28%) of SHGs which have received more than Rs 10,000 as RF contribution. 

Revolving Fund was in the range of Rs. 8,000-10,000 per SHG in most districts. In East Godavari, however, it was in the range of Rs. 14,001-16,000. It appears as if larger contributions were made to fewer SHGs in East Godavari, whereas other districts perhaps tried to reach out to more SHGs, even if the contributions were smaller.

Table-6.7: Revolving Fund across districts (in % of SHGs)

	Amount

 in Rs.
	Districts
	Total SHGs

	
	EG
	Pra
	Viz
	Chi
	Kur
	Mah
	Niz
	War
	

	Not sanctioned
	68.00
	12.00
	14.00
	34.00
	30.00
	28.00
	20.00
	44.00
	31.25

	less than 10000
	14.00
	60.00
	72.00
	46.00
	60.00
	58.00
	66.00
	48.00
	53.00

	More than 10000
	18.00
	28.00
	14.00
	20.00
	10.00
	14.00
	14.00
	8.00
	15.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


Data indicated that the age of an SHG does have bearing on whether or not it receives Revolving Fund, and also how much of RF it receives. Where among SHGs in their first and second year of operation, less than 8% were given RF of over Rs 10,000, among SHGs that were 9 years and older, 55% received RF of more than Rs 10,000. So, too, among SHGs of less than 2 years of age, over 69% were yet to receive RF contribution – however, among SHGs aged 9 years and more, 15% had not received RF contribution.

Table-6.8: Revolving Fund and Age of the SHGs

	Amount

in Rs.
	Age in Years
	Total SHGs

	
	1-2
	3-4
	5-6
	7-8
	9 & >9
	

	Not sanctioned
	69.23
	33.64
	15.28
	21.82
	15.00
	31.25

	less than 10000
	23.08
	59.81
	69.44
	34.55
	30.00
	53.00

	More than 10000
	7.69
	6.54
	15.28
	43.64
	55.00
	15.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


Although several SHPIs provide matching grants to SHGs, in the sample studied, 66% of the groups had received contributions from the respective District Rural Development Agency. Only 1% of the groups received RF from other sources. Two groups, one from Backward Classes and the other from Open Categories have received revolving fund from Velugu Project as well. 

A small number of SHGs received RF from DRDA as well as from other agencies such as Backward Classes Finance Corporation (1.3%), Scheduled Castes and Scheduled Tribes Corporation (0.5%), and Minority Institutions (0.3%), and Religious Trusts. During FGDs, some SHGs reported that their groups were reorganised to fit the condition of ‘homogeneity’, which some external agencies required, before releasing revolving fund.

6.3
Utilisation of Funds

SHGs used the funds that they mobilised, primarily for the purposes of lending to their members. There were occasions, however, where some of the funds raised were kept as fixed deposits with banks. Funds lent were either based on each individual member’s need, or distributed pro rata among members.

6.3.1
Utilisation of Revolving Fund

Of 68.5% of the groups which received revolving fund, 17% deposited a portion of/or the total RF amount in the bank due to different reasons, and 25% of the groups distributed RF to members equally. Loan purposes included emergent household expenses, housing, purchase of rice through PDS, other food material, agriculture, business, health, festivals, government schemes, etc. One reason for equal distribution was that the loan was seen as non-repayable, as it came from the RF, which members felt belonged to them.

About 35% of the groups said that they had used the amount for need based lending – that is, only such members as had needed loans had taken them, to the extent that each required. After completion of the FGDs, however, when individual interviews took place, members reported that, in fact, loans had been distributed equally in most cases.

6.3.2
Utilisation of Savings

Out of the 400 sample groups 69.7% had deposited their savings in a bank, for drawing at times of emergency, and for the security a bank offered. About 76% of the groups said that savings were lent to members. Out of the 400 sample groups, 75.6% reported need-based lending, with priority for household needs, agriculture, business, health, children’s education, housing, purchase of rations, and life-cycle ceremonies. 

Information obtained through FGDs indicates that during agriculture operations and festive occasions, most of the groups draw the savings amount and equally distribute it among the members. But during slack period, need-based lending is preferred to earn interest from those who really need the loans, and to avoid burdening those who do not. When questioned about large bank balances, members responded that small amounts are not enough to buy any asset or to invest on any productive activities and if their savings were kept with the group, there was the possibility of leaders misusing them. Some of the groups had already had this experience. The majority of members felt that Instead of losing funds or allowing funds to be misused, depositing them in a bank would be better and safer. To avoid misuse of member funds and to access adequate amounts to invest in productive activities, all the savings are strategically accumulated till the SHG gets RF/MG /loan from an external source. They then appear to pool all the savings and the external funds, and, more often than not, distribute it equally among themselves. 

6.3.3
Cash in Hand

Generally groups keep a portion of their collected savings with themselves to meet the emergency needs of group members. Otherwise, the savings are deposited in a bank. 

The FGIs indicated that 23% of the groups had cash in hand. The average amount of cash in hand among those that admitted to having such cash, was Rs 1,023, whereas, among all SHGs this average came to Rs. 238. A few groups had kept the loan amount with the group leaders for two months due to lack of common understanding in disbursing the loan amount. 

Interestingly, there appeared to be no correlation between the amounts of cash in hand and distance of the SHG from the bank. It must be remembered, however, that with books of accounts not maintained well, cash in hand was not ascertained from books – it was derived from responses to questions by interviewers at FGDs.

Table-6.9: Cash in hand and distance of SHG from bank

	Amount

in Rs.
	Distance in Kms.
	Total SHGs

	
	Within
	1-2
	3-4
	5-6
	7-8
	9-10
	11-12
	13-14
	15-16
	17 +
	

	No cash
	73.68
	87.18
	74.71
	81.13
	72.88
	76.92
	90.91
	90.00
	68.42
	70.00
	76.75

	< 500
	18.42
	5.13
	21.84
	15.09
	18.64
	11.54
	9.09
	10.00
	26.32
	25.00
	17.25

	> 500
	7.89
	7.69
	3.45
	3.77
	8.47
	11.54
	-- 
	-- 
	5.26
	5.00
	6.00

	Total
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100
	100


At the time of FGDs, members reported that collection of funds takes place over one week to ten days, and they don’t go to the bank till all members remit the savings or loan amount. During the gap between collection and remittance of savings and loan amount in the bank, cash in hand in some of the groups is high.

6.3.4 Bank Balance

The average balance in the savings accounts of SHGs was Rs 4,138. This was arrived at through FGDs. While SHGs among ST category had the lowest bank balances, with over 70% of them having less than Rs 3000 in their bank account, SHGs belonging to the SC category had the highest bank balances, with only 38% having less than Rs 3000 lying idle in their bank account.

Table-6.10: Bank Balance of the SHGs and Social Categories

	S. No.
	Amount

in Rs.
	Social category
	Total SHGs

	
	
	ST
	SC
	BC
	OC
	Min
	

	1
	  <     1000
	35.29
	21.62
	24.64
	35.80
	52.94
	28.00

	2
	1001-2000
	-- 
	-- 
	.47
	1.23
	-- 
	0.50

	3
	2001-3000
	35.29
	16.22
	26.07
	20.99
	5.88
	22.75

	4
	3001-4000
	5.88
	39.19
	20.85
	8.64
	11.76
	20.75

	5
	4001-5000
	5.88
	2.70
	4.74
	3.70
	5.88
	4.25

	6
	  >     5000
	17.65
	20.27
	23.22
	29.63
	23.53
	23.75

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


6.3.5
Fixed Deposits

Voluntarily or involuntarily SHGs have been depositing their savings and/or external funds in the bank. FGIs indicated that in case of 17% of the groups, a portion of their group funds is kept as fixed deposits (FD). The average amount of FD is Rs. 9,731 for 68 SHGs and Rs 1,654 for all 400 SHGs. The data indicates that the average FD among the Scheduled Tribe groups (Rs. 4735) was four times higher, than the amount kept by Open Categories (Rs.1,284). The average amount of FD was highest in Vizianagaram (Rs. 3,320) and lowest in Mahabubnagar (Rs.380). The average amount of FD for the groups that have received RF was six times higher than the groups which had not received RF (Rs. 322). The average FD amount was higher in RRBs (Rs. 2,091) compared to CBs (Rs.1392). The data and the information obtained from the Bank Managers supports the fact that Regional Banks have been insisting on keeping of FDs.

Across the social categories, FDs of majority of the groups are in the range of Rs. 5,000-10,000. One year old groups had no FDs. Groups having FDs are 22.5% more in those that have received RF than in groups that have not received RF.  The data obtained during FGDs supports the notion that some groups which are linked to banks under SGSY, deposited their subsidy amount as FD for continuity and good repayment of loans. The findings reveal that the percentage of groups having FDs and the size of FD depends on the groups’ repaying capacity, social category, literacy levels, banks’ attitude, external fund flow, nature of bank, type of programme etc.

6.4
Idle Funds

The average amount of Idle Fund (IF)
 of the SHGs was Rs. 6,030, with Rs. 44 being the minimum and Rs. 9,484 being maximum. The average was highest among the STs at Rs. 8,338, followed by Minorities at Rs. 7,477, and lowest among the BCs with Rs. 5,497. 
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unds were higher in RRBs (Rs. 6,254) when compared to CBs (Rs.5, 893). The major reason for it was that the RRBs in the rural branches and extension counters had imposed certain ceiling on withdrawals, and transactions were allowed only on a few days in a month. It was found that some of the Branch Managers have insisted that the groups keep as FDs the seed money received in the form of RF or MG.

There is significant difference (Rs. 3,238) between the idle fund of SHGs that have received RF and those that have not received RF. It was almost double (Rs. 7,042) among the SHGs that had received RF. It appeared as if the RF, or a portion of it was being withheld by the bank.

The average amount of idle fund was high in Vizianagaram district at Rs. 10,738, with 50% of the SHGs having over Rs 5,000 as idle funds. It was low in Mahabubnagar district at Rs. 2,526.
Table-6.11: District-wise Amount of Idle Funds 

	Amount
in Rs.
	District
	Total SHGs

	
	EG
	Pra
	Viz
	Chi
	Kur
	Mah
	Niz
	War
	

	   <    1000
	44.00
	32.00
	8.00
	42.00
	40.00
	60.00
	52.00
	42.00
	40.00

	1001-2000
	16.00
	22.00
	16.00
	12.00
	18.00
	20.00
	18.00
	28.00
	18.75

	2001-3000
	10.00
	4.00
	12.00
	6.00
	12.00
	16.00
	6.00
	14.00
	10.00

	3001-4000
	4.00
	8.00
	10.00
	4.00
	22.00
	-- 
	10.00
	2.00
	7.50

	4001-5000
	12.00
	8.00
	4.00
	2.00
	2.00
	-- 
	2.00
	4.00
	4.25

	 >      5000
	14.00
	26.00
	50.00
	34.00
	6.00
	4.00
	12.00
	10.00
	19.50

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


6.5    Learnings

a. SHGs tended to save on monthly basis, rather than on weekly or fortnightly basis, as is sometimes assumed.

b. As SHGs got older, some appeared to have drop-outs, or to undergo some reorganisation, as their savings appeared to be much less than would normally be expected.

c. By and large, Revolving Fund was being made available to SHGs which had matured. However, SHGs in the ST category were perhaps being overlooked in comparison with other SHGs, when it came to RF allocations.

d. RF was being distributed among members equally. Far from being seen as an addition to their corpus, members appeared to be looking at it as a gift for distribution among them.

e. FGDs revealed that, on average, an SHG had over Rs 6,000 as idle fund (cash on hand, balance in savings account in bank, and fixed deposit amounts). Actual verification of books of accounts may have led to even higher figures. Own funds of SHGs were not used for internal lending as effectively as they could have been.
f. Interest earned was not easily discernible, even though it could have been of significant amount. Without proper books of accounts, only amounts parked in banks can be monitored – amounts earned by way of interest cannot be traced, and cash in hand cannot be arrived at, if books are not maintained properly.













































































































� Cumulative savings is the total amount of savings/thrift made since the date of inception of the SHG to the date of data collection.


� Revolving Fund is the fund received from external sources or promoting agencies, and is expected  to be rotated within the group, through internal lending, to provide credit facility to all needy members of the group.


� Idle fund includes cash on hand, balance in the SB Account of the SHG and the amount kept as Fixed Deposit by the SHG.
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