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SECTION –IX

ADDING VALUE: Action Areas
This study was undertaken with the active involvement of several stakeholders. As learnings emerged from the course of the study, so did areas of action – actions that could add value to the SHG-bank linkage programme. While stakeholders reading this report may arrive at several areas calling for action, this section of the report focuses on some key action areas that could significantly add value to the SHG-bank relationship.

1. SHG leaders and members must be helped to understand bookkeeping and accounting, and to take responsibility for these. SHPIs need to provide for the necessary training, and ensure a process of regular monitoring – either internally, or through federations, or through external agencies.

2. Grading of SHGs must precede bank linkage. Grading, however, ought not to be an externally led, externally controlled, externally assimilated exercise. The entire process of grading should be used as an empowering process, so that SHG members and leaders appreciate the elements of good financial performance and good governance, and choose to work towards high standards in both. SHPIs need to invest in engaging SHGs in grading processes that result in sound planning processes. SHGs need to be trained in quality assessment principles and practices – only then will they use quality assessment tools and processes regularly, as on-going contributors to growth.

3. SHGs in ‘A’ grade may be provided with as much credit as they need and can be expected to absorb and repay. Instead of pushing credit to several SHGs of all hues, it might be better to meet targets through good SHGs.

4. In order to ensure that access to credit also has impact on local employment generation, large numbers of SHGs in each village may need to be promoted, so that large capital retention/inflows, can result in the emergence of a local service sector. Simultaneously, with more credit available, SHPIs may need to invest in providing training in masonry, electrical repairs, plumbing repairs, flooring, carpentry, setting up small businesses, etc, to members of SHGs, so that women are in a position to enter the service sector.  

5. SHPIs need to ensure that the bank linkage is not about SHG funds being lent to SHGs. The cost of money travelling all the way to a bank merely to return, in part, to the village is very high, and results in bad banking. Over a period of time, it could even result in the flight of capital from already impoverished areas. The purpose of the bank linkage programme is to ensure that large numbers of people engage with banks, to begin with, through their groups, and over a period of time, strengthen their relationship with the bank, for both savings and credit, either as individuals, or through their groups/institutions. The purpose is also to help retain wealth where it is created, and to bring in new capital, so that the local economy is made vibrant, and new employment opportunities emerge.

6. Banks need to report clearly the loans outstanding at the start of the year, loans disbursed during the year, the loans collected during the year, and year-end loans outstanding, if the growth of the SHG-bank linkage programme is to be fully understood. Reporting of cumulative loan figures, either at SHG level, or at bank level, do not provide the movement/programme with the information necessary to plan for growth.

7. SHPIs need to observe more carefully membership changes in SHGs as these grow older. It is not in the interest of poor rural women that they withdraw their savings and opt out of membership within 10 years of joining an SHG. They need to continue their savings and credit operations through their working life, if they are to increase significantly their financial and social security, to improve their asset holdings, and  to increase their income.

8. Banks need to ensure that SHG loan accounts are serviced through fresh remittances made from recovery from members, and not from their savings accounts.

9. The quality of bookkeeping must be taken into consideration when providing credit to an SHG. Pressure from banks could prove helpful in ensuring that the training is put to good use.

10. Full accounting for interest earned by SHGs from loans must be ensured by SHPIs. Annual financial statements depicting clearly the year’s transactions, and the year-end financial status, must be prepared and shared with members.

11. Much more work needs to be undertaken among ST populations – by SHPIs and by banks. This remains a neglected area, and ST populations, rich as they may be culturally and in self-governance, are economically exploited. They need to have avenues for engaging with the larger economy, if they so wish to, and it is important that we invest more in capacity building and promotion of SHGs in these areas.
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