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The livelihoods of people in Andhra Pradesh, especially in the
districts of semi-arid regions have been severely impacted by
recurrent drought. On the other hand the Government of
Andhra Pradesh and Non-Government Agencies (NGOs) took up
a variety of interventions over the last decade in response to
this growing need for supporting large number of livelihoods,
especially for the rural poor. It has been observed that some
families moved above the poverty barriers; however those who
are on the verge of poverty fell into the debt traps and lost
their livelihood. The present study has been conducted to take
a comprehensive view of the status of livelihoods, to
understand the different approaches and promotional
practices, the impact these livelihood interventions have had
on people and to identify a role that major support agencies
need to take. This study is a joint effort of Mahila Abhivruddhi
Society AP (APMAS) and Indian School of Livelihood Promotion
(ISLP-BASIX), supported by AGA KHAN FOUNDATION (AKF), and
the Society for Elimination of Rural Poverty (SERP).

The study includes:

e A survey of 160 households, in four districts: Adilabad,
Cuddapah, Prakasam and Anantapur

e A survey of 102 community based organizations and self
help groups of women

e Case studies of four livelihood interventions implemented
by five different agencies which had implication on
livelihoods of people

¢ Examination of documents available with various livelihood
intervention agencies

e A state level workshop of livelihood practitioners to
deliberate upon the data generated from the above

The study population-households consisted of the four socio-
economic groups: Poorest-of-the-poor, poor, not so poor and
rich, using the parameters used by Velugu a large State run
livelihood initiative. This research threw up significant
understanding on the situation of livelihoods of the rural
people in semi-arid and drought prone areas of Andhra Pradesh;
the role of various CBOs in supporting livelihoods and
expectation people have from the promotional and support
agencies.



1.1 Status of Livelihoods of People

Most people in rural Andhra Pradesh have been influenced by
more than one intervention. It was not possible to attribute
the impact on a given household or on a village to one specific
program. The following are the salient features and their
impact on the livelihoods at the household level.

1.

Largest proportion of the income of the poorest-of-the-
poor came from unskilled labor and trade and service (21%
each), while agriculture provided largest part of the
income for the other categories.

53 per cent of poorest-of-the-poor had income levels lower
than their total consumption expenditure, which itself was
frugal (Rs 11,000/- p.a. for an average household of five
members).

About 43 per cent of the population, especially the
poorest-of-the-poor, reported enhanced indebtedness. A
large segment of the poorest-of-the-poor and poor were
meeting their consumption needs through credit and from
sources other than income.

40 per cent of the people also reported enhanced
uncertainties in their cash flow with higher risk perception.
There has been a significant improvement in the situation
of food-security. 61per cent of the people reported
increase in their food-security across all socio-economic
categories.

48 per cent of the people also reported reduction in
migration, either in reduced number of people migrating or
the duration of migration.

64 per cent reported enhancement in their education levels
and 63 per cent reported improvement in their skills in the
last decade.

1.2 Community Based Organizations in Livelihood Promotion

1.

Livelihood interventions, in the recent years, have been
through a form of Community Based Organization (CBO):
SHG, Cooperative or any other form, as they provided
space for the following in programme implementation.

e Local legitimacy

e Cost reduction through aggregation

¢ Enhancing participation of the community
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e Institutionalizing continued delivery of service at local
level

Most of the CBOs, whether created for the purpose of
savings and credit, or for management of common property
resources, were engaged in extending credit to their
members, with only 40 per cent of them engaged in
activities related to capacity building, and building
linkages.

42per cent of the loans outstanding with these CBOs were
for asset creation, and 43 per cent were towards working
capital, the balance being for consumption loans.

A majority (74%) of the SHGs had a loan portfolio of less
than Rs.50, 000, while most (87%) of groups felt that this
amount was not adequate for engaging in activities
supporting livelihoods.

As the CBOs became older, they got engaged in activities of
improving the skills and knowledge base of the members,
building linkages with various institutions or even
generation on new livelihood ideas with their members.
The leaders of CBOs engaged in supporting livelihoods, in
addition to credit, also mobilized the group for collective
actions, encouraged loans for new activities, and
attempted to build networks and establish linkages with
other institutions.

Most groups thought that the most significant reason for
the success of the CBOs is their ability to get access to
larger capital.

When the leadership was not adequately provided locally,
people expected the external intervention agency to
provide that continually. If the external intervention
agency invested in building the local leadership, then this
expectation came down. Otherwise, absence of adequate
handholding by external intervention agency was
considered to be a reason for failure.

The significant area of dissatisfaction for the CBOs is about
premature discontinuity of guidance and support from the
promoting agency. This was held to be the most significant
reason for their limited performance, wherever they
considered so.

1.3 Learning in Design of Livelihood Interventions



Paying adequate attention to design of the institutional
structure, including its patronage responsive, cohesive and
patronage central and aligning the form with the purpose
of the different organizations that are involved in
delivering different parts of the services was critical for
design of the livelihood intervention. For example:

a. Use of SHGs created for savings and credit for purpose
of milk collection and sales as against creating specialized
co-operatives of dairy producers only had different
implications

b. The SHG itself getting engaged into an enterprise
activity as in milk as against some individual member of the
SHG taking it up had different implications.

Livelihood intervention needs to invest significant time and
money into building social infrastructure. There were
examples of utilizing the social infrastructures created by
other agencies. However, the issues of sharing the
investment costs remained unresolved. Both cases where
such efforts were seen, the quality of the CBOs had
degenerated very rapidly, after the new task sets were
introduced.

Though most livelihood practitioners were aware of the
need to pay attention to design (shown during the
interviews) appropriate measures of these were not
available for them to put them into practice rigorously.

Livelihood intervention involved a wide diversity of tasks,
in both economic and social domains. All organizations
were not adequately equipped to undertake all the
required tasks. Where organizations took up activities that
they were competent to do, the interventions became
strong. As in the cases of Shakti project of HLL, or in case
of dairy co-operatives by CDF, as compared to the dairy co-
operatives supported by Velugu.

It was recognized that there was a drought of ideas in
identification of opportunities in the drought-prone areas.
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1.4 Future Course of Action for Support Agencies

1.

Develop appropriate measures to understand the capacities
of CBOs to extend variety of services required for livelihood
support. Develop indicators to assess SHG maturity and
their readiness to extend various livelihood support
services. Helping various livelihood intervention agencies to
understand the capacity of the CBOs at appropriate points
in time, and align their support expectations to the
capacities of the CBOs.

Invest in building the capacities of the CBOs as well as
leaders in extending services other than financial services,
such as encouragement of new activities for livelihood
promotion, and building network and establishing linkages
with other institutions.

Identify, document and disseminate cases where
federations of CBOs have handled a variety of social issues,
invested in market efforts and so on. Further research is
required in determining whether financial services and
livelihood promotion and support services can be extended
by the same organization successfully, while there is
enough evidence from the past for different institutions are
required for different purposes.



2
RESEARGH METHODOLOGY
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2.1 Purpose of the Study

In recent years the drought prone regions of Andhra Pradesh
(AP), have witnessed increasing distress migration, increased
indebtedness, and farmer suicides. The recurrent drought has
impacted the rural livelihoods very seriously, despite Andhra
Pradesh having a long history of livelihood centric development
initiatives dating back to the '90s. So far, various processes and
models for livelihoods promotion have been initiated with
varying degree of success in the state. These initiatives
generally focus on Self Help Groups of women, in fact the SHGs
and SHG federations are the implementing agencies or channels
for implementation of these programs. It has been observed
that while some families moved above the poverty barriers,
those on the verge of poverty fell in to debt trap and/or lost
their livelihoods.

The intention was to study various livelihood promotion
initiatives and experiments and understand the lessons learnt
and crystallize the learning. Identifying the gaps, issues, and
challenges in livelihoods promotion was another important part
of the study. While initiating discussions with key players in the
State towards developing the livelihoods strategy for APMAS,
the need for a study on the status of various rural livelihood
interventions and programs in the State was articulated.
Further the study aims at understanding livelihood situations to
build the knowledge base required for livelihood promotion.

2.2 Objectives of the Study

1. To collate the approaches and promotional practices of
various programs implemented by Government of AP and
NGOs and compile the lessons learnt: the reasons for
successes and failures in livelihoods promotion

2. To understand the people’s perspective on the livelihoods,
the constraints and risks faced, and their expectations and
unmet livelihoods needs

3. To identify the niche and role for APMAS and other actors
in strengthening livelihoods initiatives in the semi-arid
areas of Andhra Pradesh.



2.3 Framework for the Study

Livelihood is defined as a set of economic activities, involving
self-employment, and or wage employment by using one’s
endowments (both human and material) to generate adequate
resources for meeting the requirements of the self and
household on a sustainable basis with dignity for the purpose of
the study. The activity is usually carried out repeatedly.

A livelihood is sustainable when it can cope with and recover
from stresses and shocks and maintain or enhance its
capabilities and assets both now and in the future, while not
undermining the natural resource base (Chambers, R. &
Conway G., 1992)'. Livelihood promotion is about creating
environments that will support such activity. It aims to equip
people with assets and opportunities so that their resilience to
cope is enhanced and they can meet their basic needs on a
sustainable basis.

The study lays emphasis on the interface between the
interventions, between intervention and the environment,
intervention and the people and the efforts of people and
people’s institutions to maximize the impact. Further the focus
will be on understanding the livelihoods status at the household
level.

2.4 Method: Sampling

The study involved collection and analysis of primary data with
a survey of 160 households, 65 SHGs, 37 resource based/
occupational groups such as bore-well users Association, Vana
Samrakshana Samithi, and 16 village organizations of SHGs. The
data was collected through structured interviews and group
discussions. The secondary data available at the district and
state level on the frameworks, guidelines and program
approaches of various livelihoods promoting organizations was
reviewed and analyzed to present a consolidated status of
livelihoods in Andhra Pradesh. The findings focused on the
design of the programs and the rationale, solutions offered by

L Chambers, R. & Conway G. (1992) Sustainable Rural Livelihoods: Practical
Concepts for the 21" Century, IDS Discussion paper 276, Institute of Development
Studies, University of SusseXx.
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the programmes, and the programme benefits to the people
and the successes and failures in promotion of livelihoods. Four
cases of diverse livelihood interventions, and their project
documents were analyzed. The findings and conclusions drawn
out of the data analysis were deliberated upon at a workshop
that helped crystallize the thinking and evolve a relevant
framework on scaling up the livelihood initiatives.

2.4.1 Sampling of districts and villages

Four districts of

Adilabad, Anantapur, SAMPLE
Prakasam and Cuddapah | Districts : 4
from the semi- arid | Villages : 25
region of AP, which | SHGs : 65
captured the diversity in | Vos : 16
drought conditions, were | Resource Groups : 37
selected. The focus of Households . 160
the study was on four

major  approaches in
livelihoods promotion in these regions; watershed plus,
marketing, micro enterprise promotion, and agriculture and
allied farm activities.

The villages were identified in consultation with Velugu and
APRLP programme staff and the non-government agencies
engaged in livelihood promotion in the district. A sample of
160 households was covered based on Velugu categorization
which uses a combination of asset, income and endowment
criteria to categorize households into the poorest of the poor,
poor, not so poor and rich. However the households were not
beneficiaries of any single livelihood intervention and in fact,
many of them benefited from more than one programme.

2.4.2 Case Studies

A detailed study of four livelihoods interventions was taken up,

and extensive discussions were held with the key players. The

studied interventions are:

1. Dairy interventions of Velugu and CDF in Karimnagar and
Warangal districts

2. Watershed plus interventions of APRLP in Prakasam district



3. DDS (Deccan Development Society) interventions of
Agriculture in Medak

4. HLL's- Project Shakti Livelihoods interventions in Nalgonda
district

2.5 Data Collection

Primary data was collected from households through interview
schedules where some PRA techniques such as pie-diagram,
matrix scoring and focus group discussions were conducted with
the SHGs, and other community based organizations. A desk
review of the approaches and strategies developed by the
livelihood promoting organizations, workshop reports,
publications, and process documents has been carried out.

2.6 Data Analysis and Report Writing

Three sets of data, the household survey data, the data on
Community Based Organizations, Village Organizations (VO)
and resource groups and four selected case studies were
analyzed. All the three data sets were analyzed separately to
arrive at a set of observations and conclusions.

The primary data from the household survey was cross
tabulated with data such as income, expenditure, migration
which was collected on the Velugu categorization of poor, very
poor and rich. In some instances the Chi-square test was also
done. The primary data was analyzed to interpret against
one independent variable- drought, programs, credit,
market and other facilities. The secondary data formed the
basis to study the incremental improvements in the livelihoods
status of identified households. The participants of the study,
representatives of government organizations and
representatives of agencies engaged in livelihood promotion
deliberated the findings from the select case studies and from
the analysis of primary data at a two-day workshop.

Documentation of consolidation of field level observations,
review and collation of approaches and frameworks of various
livelihoods promoters and the studies was taken up on the
livelihoods and related issues. The field study observations
have been discussed under the three themes of livelihoods at
household level, role of CBOs and the role of external agency.

11
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The key questions of the study with respect to the role of the
external intervention agency, issues in scaling and the future
trajectories have been answered at the end.

2.7 Limitations of the Study

Sampling was done very purposively and the sample size of
institutions, villages Is not large enough to make
extrapolations and generalizations

Participation of communities in the study was skewed
towards the female gender

No interaction with other stakeholders like for e.g.
marketing persons, moneylenders etc those who are
involved in the chain of any given sector or produce

Data was not gathered on factors that govern livelihood
issues such as water.



3
FINDINGS OF THE STUDY
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This section covers the observations from the survey of 160
households spread over the four rain-fed districts of Adilabad,
Cuddapah, Anantapur and Prakasam. As mentioned the study
villages were purposively selected, as the task of livelihood
promotion is more challenging in these areas than the well-
endowed ones.

Based on the asset ownership, income levels education and
housing the population was segregated into four socio-
economic categories. The classification used was that of Velugu
as mentioned in the study methodology. The backward classes
constituted a major percentage of the total sample (46%) and
51 per cent of the landless are represented by the poorest of
the poor. Tables 1 & 2 detail the profile of the sample.

Table 1: Caste Composition of Sample Households

Socio-economic

ST SC BC (0]
category

Poorest-of-the-poor 13 11 19 5
Poor 11 12 31 5
Not-so-poor 6 10 18 6
Rich 3 3 5 2
Total 33 36 73 18
Proportion of
Whole population 21% 23% 46% 11%

While the official estimates indicate 11.05 per cent of rural
population that is 60.88 lakhs being below poverty line, Andhra
Pradesh the select districts being drought prone areas indicate
a much higher poverty level’. In fact the participatory
identification of the poor (PIP) exercise taken up by Velugu,
approximately 55 per cent of the rural population consists of
poor and poorest of poor.

? NABARD, 2002, Andhra Pradesh State Focus Paper, 2003-2004, Hyderabad



Table 2: Land Ownership of Sample Households

Marginal Small Medium Big

Socio-economic (0.1-2.5 (2.6-5 (5.1-10 (Above 10 Total

category acres) acres) acres) acres)
Poorest-of-the-poor 32 15 0 0 1 48
Poor 18 19 19 2 1 59
Not-so-poor 10 7 13 6 4 40
Rich 2 1 4 2 4 13
Total 62 42 36 10 10 160
tlrr?:lzrgc?;u?;tion 39% | 26% | 23% | 6% 6%

The average size of land holdings in AP was 1.36 ha (as assessed
in ’95-96), this has since come down to 1.25 in 2000-2001 The
study showed that 60.9 per cent of the operational land
holdings were below one hectare, which accounted for 21.56
per cent of the total area. In fact the data for 1995-96 show
that about 81 per cent of the land holdings belong to marginal
and small farmers®.

3.1 Income and Expenditure

The per capita income in the state increased from Rs. 10,633
during 2002-2003 to Rs. 11,262 during 2003-04 indicating a
growth rate of 5.91 as per NABARD’s estimate. Table 3 gives
the average income and expenditure of the households
(HH).The data, the rich, who is a residual category, earned an
average income of Rs.108, 354. Fifty-three per cent of the poor
had a net income (estimated at total annual cash flow less
borrowings in the year) less than their meager average annual
consumption needs of Rs.11, 399. However, even this seems to
be inadequate to meet the household level consumption needs.
The expenditure pattern of these households did not display
any extravagant expenditure either. (See Tables 4 & 5)

? NABARD, 2002, Andhra Pradesh State Focus Paper, 2003-2004, Hyderabad
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Table 3: Average Income and Expenditure of Households

Socio-economic category

Content Not So
Average annual inflow (RS) 26,0771 27,798 51,843 108,354
ﬁ{;"age annual expenditure | 43 4e5l 51349 40,250 56,538
SRS EUIUEN [0 EE{RE 5236  5.560 10,205 15.479
inflow (Rs)
Average family size (No) 4.98 5.00 5.08 7.00

Average loan outstanding (Rs) 9637|  14,996| 27,025/ 54,700

Average annual expenditure on
consumption needs (Rs)

11,399 16, 188 23,171 23,200

Table 4: Percentage of Population Not Meeting Basic
Consumption Needs

Average amount of

Socio-economic category % of population consumption
POP (Poorest of the Poor) 53% 11,399
Poor 38% 16,188
Not-so-poor 21% 23,171
Rich Nil 23,200

Table 5: Percentage of Expenditure on Different
Consumption Heads

- Input Cons : :
Soc10-‘ of umpt Clothi Educat Functio Healt Other Savings
economic | i ion: ng ijon | S and HH
category R ) rituals Exp.
ies Food
POP 23% | 65% | 13% | 22% 17% | 10% | 17% | 28% | 23%
Poor 27% | 54% | 19% | 15% 13% | 12% | 29% 10% | 23%
Not -so-poor 28% | 52% | 13% | 28% 17% | 1% | 23% | 32% | 27%
Rich 38% | 31% | 21% 8% 36% | 10% | 22% | 23% 3%

As for sources of income, 21per cent of the income for the
poorest of the poor came from trades and services and a similar
proportion from unskilled labor. As for the not so poor and the
rich, they derive 39 per cent of their income from agriculture.




The poorest-of-the-poor get their income from diverse sources
and are involved in more than one activity to meet their
consumption needs. They are also dependent on financial
services that are being offered and indebtedness has increased
for 58 per cent of the poorest of the poor, while the rich
reported a 46per cent reduction in their debt burden. (See
Table 6)

Table 6: Increase in Indebtedness

Indebtedness in the Socio-economic Category

Poores-of-poor

Content No of % No of %
HHs ° HHs °

0-NA 0 3 0 0 3
1-Increased 28 58% 21 38% 14 | 35% | 4 |31% | 67 | 43%
Zremained |43 | o7 | 47 | 30% | 12 |30%| 3 |23%| 45 | 29%
same
3-decreased 7 15% 18 32% 14 | 35% | 6 |46% | 45 | 29%
No of 48 100% 59 100% | 40 [100%| 13 |100%| 160 [100%
households

Perceptions of people on Livelihood Issues

About 64 per cent reported improvement in their educational
level and 63 per cent also reported enhancement of their skill
level over the last few years. When looked at in the context of
migration, the survey revealed though the overall migration
levels had come down, it was the not so poor who were getting
a major proportion of their income from migration since they
were engaged in highly skilled activity when they migrated.

Food Security

The national sample survey of India reports that 13 out of every
1000 households do not get to eat two full meals a day through
out the year in rural Andhra Pradesh, indicating the severity of
issues related to food security in rural areas. The positive
trends relate to increased food security and improved
educational levels. Around 60 per cent of the households across
all categories reported enhanced food security.

17
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Table 7: Food Security

Food Security for Socio-economic Category

Rich

No of |
1

Total

Content poor
No of % No of % No of % o of
HHs i HHs ° | HHs ? HHs |%
1 1 3

0-NA 0

1-Increased | 24 | 50% | 32 |55% | 28 | 72% | 11 [92%| 95 |61%
2-remained

came 15 | 31% | 14 |24%| 9 | 23% | 0 | 0% | 38 |24%
3-decreased 9 19% 12 21% 2 5% 1 8% 24 15%
No af 48 [100%| 59 |100%| 40 |100%| 13 [100%| 160 |100%
households

3.2 Skill Levels

The poorest-of-poor and the poor derived a major part of
their income from unskilled labor and trade and services.
Though the income derived from micro manufacturing entities
is 47per cent for those engaged in such activities, only a
miniscule percentage of the total sample is involved in this
sector. (See Table 8). The working population in the state as
per 2001 census was 348.65 lakhs forming 46.0 per cent. As a
large number of the sample population are engaged in
agriculture though they are perceived to have a higher skill
level in whatever they are doing, very few have acquired skills
for taking up new occupations or change in employment for
livelihood.

Table 8: Status of Skill Levels across Different Categories

Skills for the Socio-economic category

Content Poor poor
No of % No of % No of| % No of| % No of %
HHs ° |HHs| ® |HHs| ” |HHs| ” | HHs | ”
4 3 2 0 9

0-NA
1-Increased | 22 | 50% | 37 | 66% | 28 | 74% | 8 |62%| 95 | 63%
2-remained | 9 | g3% | 17 [30%| 7 |18% | 4 [31%| 47 | 31%
same

3 - decreased 3 7% 2 4% 3 8% 1 8% 9 6%
No of HH 48 | 100% | 59 [100%| 40 [100%| 13 [100%| 160 |100%




Table 9: Sectors from which the Various Categories Derive
their Income

Proportion of Families Engaged in Different Activities

Un- | skill [Ag" . Migr [Othe| .

Contact skilled | ed i i .|ation

POP 52% | 34% | 37% | 39% | 47% | 23% | 35% | 52% | 47% | 24%
Poor 34% | 37% | 41% | 26% | 41% | - | 44% | 50% | 28% | 21%
Not So poor 23% | 38% | 45% | 45% | 54% |32% | 40% | 73% | - | 34%
Rich 29% | 24% | 45% | 11% | 45% [ 61% | 15% | - | 3% | 68%
For the Whole

. 27% | 56% | 16% | 19% | 16% | 11% | 35% | 23% | 22% | 54%
Population

Composition of Inflow from Different Activiti

POP 21% | 13% | 16% | 8% | 18% |[<1%| 21% | 2% | <1% |67%
Poor 21% 7% | 33% | 9% | 9% |<1%|20% |[<1%|<1%|61%
Not So poor 6% 12% | 39% | 16% | 3% |<1% | 19% | 3% |< 1% [48%
Rich 10% 8% | 38% | 3% | 23% | 10% | 9% |<1%|< 1%|58%

For the Whole
Population 12% | 41% | 6% | 6% | 6% | 6% | 4% | 6% | 1% [122%

* Percentages do not add to hundred because of multiple
responses

The households’ survey also revealed a different risk pattern
for the poorest- of poor (PoP) and the rich. While 40per cent of
the PoP reported an increase in cash flow uncertainty, 75 per
cent of the rich reported a decrease in their risk perception.
(Table 10)
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Table 10: Risk Perception for the Different Categories

Uncertainty of Cash Flow

Poor RlCh Total
Content No of No of No of No of No of
HHs HHs HHs HHs HHs

0-NA

1 .|ncreased 1 9 40% 25 44% 17 46% 1 8% 62 40%
Zremained | 4o I3g0l 42 |21%| 11 | 30% | 2 | 17% | 43 | 28%
same

3.decreased 11 23% 20 35% 9 24% 9 75% 49 32%
ho ofl 48 |100% 59 |100%| 40 |100%| 13 |100%| 160 |100%
households

A further mining of the data enabled the drawing up of the
following hypotheses:

®  Increased food security in not linked to increased
indebtedness. Of the 95 households reporting increased
food security, 38 households reported decreased
indebtedness and 40per cent reported decrease in cash
flow uncertainty.

®  Households reporting higher indebtedness also reported
higher cash flow uncertainty.

Though migration had reduced, food security had increased. Of
the 95 households reporting increased food security, 49 had not
migrated and 26 reported decrease in migration. It could be an
indication that some of the livelihood interventions are
working.

3.3 Summary of Household Survey

Pointers from the household survey indicate both positive and
negative trends. While food security and education have
improved, indebtedness and cash flow uncertainties have also
increased. It is comforting to learn that the increase in food
security is not linked to an increase in indebtedness. A further
mining of data revealed that in households where indebtedness
had increased cash flow uncertainties had increased. If one
looked at expenditure patterns of the poor, there was very
little being spent on so-called ‘wasteful activities.” On the



other hand, migration had decreased with increased food
security.

Further, a large part of the income of the poorest-of-poor
comes from unskilled labor and trade and service activity.
Since demand for unskilled labor is unlikely to rise in the
villages and a majority of the poor are landless and do not have
access to agriculture, the sector, which has potential for
growth, is the small-scale manufacturing and trade and
services. But the rich also access this sector for work, so unless
the programmes are targeted properly, the poorest of the poor
may not be the beneficiaries.

Health is a high risk factor. When a health issue arises, 48 per
cent of the income is spent on health, but, in the normal
course, expenditure on health at an average 6.3 per cent of
total expenditure is not high.

Trends:

When comparing the status of livelihoods of the rich and the

poor:

e PoP spend 65 per cent of their income on food, while the
rich spend 31 per cent.

e When you look at expenditure pattern, the rich spend
more, as much as 36 per cent of their inflow on rituals and
functions, where expenditure was reported.

e Indebtedness decreased for the rich, 46 per cent reported a
decrease; while it increased for the poor, 58 per cent
reported an increase

e Primary income source for the PoP is unskilled labour
followed by trade and services; for the rich it is agriculture
and manufacturing and trade.

Areas of Concern:

e 53 per cent of the poorest of the poor (Velugu
category) are unable to meet their consumption needs.
This in spite of the fact that the minimal amount
required annually for a household (consisting of 5.5
members) to survive is a mere Rs.11,399.

21
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e The responses to the question of how much potential
there existed for improving status of livelihoods in the
semi-arid regions were mixed. While some thought
there was considerable potential, others felt that all
avenues had been examined and a point of saturation
reached both in terms of resources and opportunities.

3.4 Status of Community Based Organizations

A variety of Community Based Organizations (CBOs) existed in
villages of Andhra Pradesh. Many more such organizations have
been promoted in the recent years, for various purposes such
as management of common property resources, agriculture,
savings and credit among others. However, the savings and
credit based women’s Self-Help Groups (SHGs) and their
federations have become predominant amongst them, across
the state.

High intensity of development measures is expected to be
accruing from the State and non-government initiatives. The
SHGs and village organizations (federation of SHGs) are
regarded as the channel for delivery of credit and anti-poverty
programs; and means of accessing livelihood finance for the
disadvantaged people in the state. On the other hand, people
have also organized themselves into Rayatu Mitra Groups
(RMGs) and Chief Minster’s Employment Yojana (CMEY) groups
as well.

To understand the roles played by these groups, and the
support they require for playing a more meaningful role in the
livelihood support in the State, this study undertook a study of
these CBOs. The field study included the following sample
from the selected arid districts of the State.

The following table shows the prevalence of SHGs in villages
compared to other types of CBOs.



Table 12: CBOs in Sample Villages in Adilabad; One of the
Sample Districts

S. Village

SHG VSS | RMG | CMEY WUA | WSC YG PACS
No Name

1 | Papanpet 13

2 | Dodanda 13 1

3 | Kamana 33 2 12 1 = = 3

4 | Powerguda 5 1

5 | Asnad 19 1 1 1

6 | Jhari 23 5 7 1 1 2 1

(YG) Youth Group, (PACS) Primary Agriculture Cooperative
Society, (CMEY) Youth Group Received Credit for Employment
Generation, (WUA) Water Users’ Association, (WSC) Watershed
Committee

The field study sample included self help groups of women,
Raitumitra Groups (RMGs) of farmers, Vana Samrakshna Samitis
(VSS) for forest management, village level committees for
implementation of watershed programmes and so on. The
sample was selected purposively and the SHG and CBOs
involved in livelihood promotion, those who are engaged at
least in credit for livelihood promotion for a period of one year
or more. Detailed focused group discussions were carried out
with these organizations using a pre-developed schedule.

Table 13: Study Sample

Self-Help Groups 49
Resource Based/ Occupational Groups 37
Village Organizations (VOs) 16
Total 102

Out of these organizations, 77 CBOs were engaged in extending
credit support to their members, while 41 reported to have
been involved in some capacity building exercises as well.
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3.4.1 Loan Portfolio of the CBOs

As large majority of the CBOs were engaged in extending
savings and credit services to their members, and such support
did influence the livelihoods of the people, a closer look at the
savings and credit portfolio of these groups were taken.

Table 14: Loan Portfolio of the CBOs

cgs Consumption Working Asset
Characteristic Purpose Capital ‘ Building
% of SHG/CBO 78 86 57
Total loan outstanding (Rs) 6,49,760 18,29,902 17,86,800
n=77

From Table 14 above it can be seen that a large proportion
(86%) of SHGs/CBOs were extending loans, which were in the
nature of working capital. Usually these loans were short
duration credit for activities presently being carried out by the
people. Only 57 per cent of these organizations extended loans
for asset creation, which often added to additional livelihood
options for the people. It can also be seen that the sizes of
these asset-creating loans were larger than the loans for
working capital and consumption loans.

Table 15: Distribution of the Size of Portfolio
As size of the total

loan outstanding
with their members

Total Loan
Outstanding (Rs)

No of CBOs %

< 25,000 31 40
was a useful
25,001-50,000 26 34 indicator for the
50,001-100,000 11 14 CBOs involvement
Above 100.000 9 12 in the livelihood of
p—— - their members a

further detailed
analysis of the size of the portfolio revealed that large majority
(74%) of the SHGs had a loan portfolio of less than Rs.50, 000.



Table 16 indicates that the CBOs require long duration to
provide a good volume of credit members to meet the working
capital and asset building needs for livelihood promotion, while
the purpose could be met by the CBOs with no reference to
their age.

Table 16: Average loan size to members on the age of the
CBO

\ Consumption \Working capital\ Asset Building

Age Average CBOs Average CBOs Average

loan (Rs.) loan (Rs.) loan (Rs.)
<2yrs | 50% 8,450 57% 24,925 46% 30,808

3-5 65% 10,248 81% 23,173 37% 33,629
> 5yrs | 54% 14,275 54% 36,795 46% 53,853

‘ CBOs

In response to another question on how much fund they would
require to start financing new livelihood activities (desired
amount of loan), while 74 per cent had loan sizes less than Rs.
50,000, almost 87 percent wanted loan sizes of more than Rs.
50,000, and 52 per cent of the groups indicated that they
would require more than Rs. 100,000 to make livelihood loans
effective.

Therefore it can be inferred that large majority of the SHGs
had funds that they thought were inadequate for them to
extend livelihood finance to their members.

Table 17: Desired Amount for Livelihood Finance

Further analysis of the loan portfolio outstanding and the age
of the SHG/ CBO were also undertaken. Though it was
commonly believed that the total loans outstanding went up

Desired Amount . with age of the
(Rs ‘000) No of CBOs % groups, it was
Less than 50 9 13 seen th'at.even
50 to 100 7 = the majority of
° older  groups
100 to 200 20 29 had loan
More than 200 16 23 portfolio size

n =69 of less than
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Rs.50,000. Statistically there was no significant difference
between the portfolio composition of the newer and older
groups.

Table18: Distribution of the Size of Portfolio with Age of
SHG/CBOs

Total Loan Age of the SHG/CBO
No of CBOs
<2yrs 2-5 yrs 5yrs Total

Outstanding (Rs)

< 25,000 31 57% 38% 1% 40%
25,001-50,000 26 30% 31% 1% 34%
50,001-1 lakh 11 4% 28% 5% 14%
1.0 lakh & above 9 9% 12% 13% 12%
Total 77 23 32 22 22

(%age) 100% 100% 100% 100% 100%

Table19: Percentage of SHG/CBOs engaged in different types
of support

Improvi Linka
ng |Improving Promote Credit ge
Traditio| Skills and New to | Marketi with Other

nal |Knowledg Liveliho Membe| ng |Instit| s

Liveliho e ods rs ution
ods 3
WS g5 | 536 7.1 214 | 643 | 21.4 |21.4] 3.6
n=28
3-5yrs
Ol 7| 513 | 162 | 162 | 702 | 162 297 5.4
>n5_;’;s 45| 542 | 377 | 37.7 | 59.6 | 27.1 [32.5] 5.4
Total
ey | 34| 54 2 26 66 | 22 |39 5
% [33.3] 53.0 | 215 | 25.4 | 647 | 21.5 |38.2] 5.0

Table 19 reveals that as the groups became older, they got
engaged in activities that improved the skills and knowledge
base of the members, building linkages with various institutions
and even generation new livelihood ideas.



A natural conclusion could also be that, the groups need some
time to get familiar with the system of working. It is only
later they can think of engaging in activities beyond savings
and credit.

The study also showed the various roles played by the leaders
of the groups. Though exact correlation between the functions
performed by the leaders and the performance of the
SHG/CBOs could not be established, within the limited study
period, it showed that the leaders in addition to prioritizing
credit for livelihood activities, also mobilized the group for
collective actions, encouraged loans for new activities, and
attempted to build network and establish linkages with other
institutions.

Table 20: Role Played by the Leaders of the SHG/CBOs

CBOs
Role played No. | %
Promoting credit for new activities 33 32.3
Prioritizing credit for livelihood activities 44 43.1
Networking 31 30.3
Mobilizing for collective action 43 421
Establish linkages with Institutions/ Agencies | 26 25.4

The groups were asked the reason for their successful or not
so successful performance. As many as 32 per cent of the
groups thought that their success came from access to finance
from external sources, though 21per cent also attributed it to
the strength of their groups.
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Table 21- a: Reasons Ascribed for Performance of the Groups

Reasons for Success CBOs
No. = %
Access to finance 33 32.3
Adequate finance 6 5.9
Timeliness of finance 4 3.9
Access to technology 4 3.9
Access to information 7 6.8
Forward/backward linkage 18 17.5
Group dynamics 22 21.5
Capacity building 4 3.9

Table21 b: Reasons Ascribed for Non-Performance of the
Groups

Reasons for Success CBOs
No. %
Linkages 10 9.8
No Guidance/ discontinued/ 18 17.5
information not being available ’
Climatic conditions 11 10.8

However, listing the reasons that they thought had hindered
the progress of the group, the most significant appeared to be
inadequate guidance. Many groups stated that the discontinuity
of guidance from the promoting and supporting agencies shortly
after the formation of groups was a major problem faced by
them.

Most SHG/CBOs expected credit support from external
agency. But this expectation could also be the result of the
recent trend of credit being channeled through them and large
amounts of credit being made available. However, among the
other things, the most significant thing that the groups were
looking for was help in building sustained linkages, especially
with various market players.

Many SHG/CBOs also looked for support in improving the
returns from their traditional activities like weaving, basket
making etc. rather than adopt new means of livelihoods. There



seems to be a greater need for the SHGs and CBOs need to
build their capabilities not just in implementation, but also in
community action and learn to negotiate with larger
institutions such as the State and market.

3.4.2 SHG and Empowerment

Role of SHG in empowerment was not evaluated in a focused
manner during the survey. Contribution of SHG in enhancing
self-image, voice and articulation of women as an indicator
was not included in the survey tool kit. However during
discussion, empowerment emerged as a critical factor that
contributed to efficiency of livelihood promotion. In the
absence of empowerment, it was thought that people would
turn opportunity into opportunism and this would erode the
integrity of the SHG. This could happen in the case of loans,
when it is perceived as backend subsidy, which does not have
to be repaid. One of the questions that need to be answered is
whether we are talking of empowerment of the individual
members or the group. Equal empowerment within the group is
important or it can lead to the disintegration of the institution.

3.4.3 Indicators of SHG Empowerment

No direct indicators are available in the CBO data garnered for
non-financial aspects, but the following indirect indicators
were drawn during the discussion.

e Age of CBO: As the age of the CBO grows the loan size
seems to be increasing (See Table 12). Importantly, it is
CBOs which are five years or older that engage in idea
generation and skill building.

e Moves towards asset building: From providing credit for
consumption purposes, the CBO moves to supporting
working capital and asset building

e Quality vs numbers: The target shifts from mere numbers
towards providing quality.

e Expectations of outside support restricted to finance: The
SHG is in a position to decide how the funds are to be used
and expects the external agency only to provide the funds.

e Capacity to network with professionally managed
institutions.
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3.4.4 Framework for SHGs as Vehicles for Livelihood
Promotion

Secondary literature reveals that, in recent vyears,
interventions designed to affect the status of livelihoods of the
people, have always been implemented through a People's
Organization (PO): SHG, Cooperative or any other form. In this
context, it becomes important to identify the process through
which the SHG could be strengthened to play this role
effectively. Broadly speaking, one could identify three stages
of growth:

e Stage |: The SHG should learn to act collectively. It should
not duplicate the work done by existing institutions but
develop the capability to be able to demand accountability
from existing institutions, be they economic, political or
other, and call them to line if they are not performing
properly. They should have the capacity to negotiate with
these institutions. Further, the small-scale economic
activity by individual members should be promoted not
with the aim of just creating livelihoods, but creating
responsible economic behavior. Finally, the focus should be
on savings rather than giving credit, because it is savings
that provides the necessary cushion and reduces
dependency on moneylenders.

e Stage Il: Is the capacity building stage, focused largely at
community-level activities like health and sanitation and
not necessarily on income-generation activities?

Though the modalities of capacity building need to be worked
out, the aim is to strengthen the groups so that SHGs can work
together and federate. It would be pertinent to observe at this
point that one of the reasons that the Rudramma dairy has not
been successful is because the association was hurriedly
federated and did not go through sufficient capacity building.

e At Stage lll: This the phase when the capacity of the SHG
has been sufficiently built for it to federate and network to
be part of larger groups. At this level, additional activities
like NRM, health etc. can be taken up. They are also in a
position to develop larger stand-alone businesses beneficial
to the entire community.



The stages of growth need not happen linearly. Further, many
of the SHGs are already operating at Stage lll, but the data
reveals that even these groups need capacity building. It is true
that one cannot impose institutional structures that these
groups will need in 10 years time, but what can be done is to
move them through this process and give them options with the
structures. Age of the SHG needs to be distinguished from the
maturity of the SHG. What needs to be done is really to
examine how many of the SHGs at the first stage are able to
act collectively and manage their primary activity, which could
be thrift and credit, efficiently. If that is not happening and
they do not have the organizational abilities required for Stage
lll, then they need to be taken through the Stage Il processes.
It is imperative to make synchronized efforts in developing
parameter/ indicators to evaluate the stage at which the SHG
is.

3.5 Role of External Intervention Agencies

Improving the status of livelihoods of marginalized communities
necessitates participation of external intervention agencies.
External intervention agencies play a critical and complex role
in livelihood promotion. These agencies could be State,
corporate, NGO or financial institutions.

The role of the intervening agency would be defined by the
communities’ expectations with regard to ensuring their
livelihoods. Some possible areas of intervention emerged from
these are:

e Access to credit/finance: From both the cases discussed
(dairy and HLL) it could be observed that there is a
requirement for livelihood finance.

e Facilitate long-term linkages which may include technical,
financial and other support services, with tangible benefit
to the communities. There is also an expectation with
regard to guidance in these areas.

e Linkage to a fair and remunerative market for their
produce.

e In traditional livelihoods such as agriculture and livestock,
the community seeks assistance in  productivity
enhancement. They primarily seek support in traditional
activities to enhance their incomes. The related question
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here is: Is there not enough productivity or are the farmers
not getting remunerative prices for their products? Another
related aspect that needs to be examined is whether the
intermediaries are swallowing up what is really owed to the
producer and whether the producer can be linked to
alternative markets where they are assured of fair prices.

Similarly the role of the intervening agency would be impacted
by the expectation of the CBOs that they work with. Table 22
enumerates the areas in which CBOs seek support from the
external agencies.

Table 22 : Areas in which External Support is Sought

Areas of support ‘ No ‘ % ‘
Identification of new livelihoods 37 36.8
Improve traditional livelihoods 50 49.6
Skill & knowledge building 42 41.8
Promote new activities 33 32.8
Facilitate linkages 51 50.0
Credit to members 77 76.7
Marketing 47 46.8
Infrastructure 5 4.8

N= 102

External Intervention agencies play an important role in
providing guidance. Guidance and facilitation is usually sought
in the following areas:

e Technical services

e Making forward and backward linkages

e Financial prioritization

e Productivity enhancement, especially in traditional

livelihoods

Not only is guidance and facilitation required, but also it has to
be adequate and extend over a sufficiently long period of time.
If support is withdrawn without adequate facilitation, the
entire project can collapse. Two areas, which were further
debated, are the institutional models for livelihood promotion
and public-private partnerships in livelihood promotion.



3.6 Examining Some Models of Success and Failure

Some models of interventions were studied and the group
deliberated the case studies during the workshop. Five
interventions were studied and case studies prepared on them.
The following is a synthesis of the cases studies and the
discussions thereof.

3.6.1 Interventions in Brief

Several specific sub-projects under the Andhra Pradesh Rural
Livelihoods Project in Prakasam district formed one case study.
APRLP is essentially a “watershed plus” project. Its uniqueness
lies in that the project marks the beginning of a State agency
adopting a conscious stance of continuous learning, self-review
and improvement. While the bulk of the intervention comprises
of biophysical interventions following watershed principles,

APRLP adds components of (a) formation of CBOs with special
emphasis on women, SC, landless and other rural poor. (b)
capacity building of these groups and individuals, (c)
convergence among diverse state programmes as a conscious
strategy and (d) exploration of innovative approaches for
livelihoods promotion, lesson learning and scaling up. An
innovative structure called District Capacity Building Centre
(DCBC) whose objective is to enhance implementation
capability and sensitivity of the PIA has been created.
Prakasam DCBC was taken up for study. Three villages in
Prakasam were visited and studied.

The project has attempted concerted productivity
improvement through use of innovative technologies as well as
extension approaches. The poor were specifically focused upon
with suitable activities as well as provision of assets to them so
that they did not get left behind in the NRM based programme.
The project implementing authority in the State sector has
become more sensitive towards working with poor and poverty
ranking exercise has become a regular tool with them. Some
salutary impact on migration is noticed. The poor are helped by
enabling them to undertake activities such as goatery, dairy,
poultry, bee-keeping etc., which are within their abilities and
the produce of which can be marketed. The structural
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innovation in the form of the DCBC is obviously somewhat
removed from action at the individual level (which occurs
through the intermediation of the Watershed Committee, the
local CBOs such as SHG and the Project Implementing Agency)
and yet its influence on grassroots can be seen.

Two projects both of which provided dairy animals to poor
women in Karimnagar district and organized processing and
marketing of milk for them were studied for the second case
study. Cooperative Development Foundation had a long
presence in forming thrift and credit MACS groups. It worked
through these groups in 91 villages, formed a separate Dairy
Cooperative Society in each village, federated them to the
Union, took loan from National Dairy Development Board for
setting up a diary plant and provided loans for animals to rural
women through the credit MACS. The dairy structure was a
separate structure. The dairy was run professionally and was
able raise average daily procurement to a respectable 18000
liters and to pay a good and consistent price to the members.
Not only were individual members able to repay their animal
loans and increase their own holdings, the Dairy Union could
also substantially repay the NDDB loan and also make
investments for further improvement and broadening of the
business.  Velugu, the State run programme for poverty
elimination also arranged loans for animals for the rural poor in
a compact area. They were drawn from the SHG in 15 villages
formed by an existing NGO. Using the agency and the funds of
the DRDA, they renovated a defunct dairy plant and by
processing the milk in the plant achieved the ability to market
the milk in the local town. They reached a volume of 2000
litres per day. The arrangement went on smoothly but for the
cumbersome administrative arrangement for the governance of
the plant and more importantly for the default in payment by
the marketing agent that created a difficult cash position for
the operations.

Hindustan Lever Limited (HLL) collaborated with Swashakti
project in Nalgonda district and effectively co-opted a large
number (in 231 villages of the 1021 villages in Nalgonda
district) of SHG in the area to market their personal care
products to the rural buyers. This was the third intervention
studied. The Company dealt with the groups and gave them
information about the market potential they could cater. The



Company modified its pricing and commission structure to
make a special arrangement for the SHGs. In most cases the
Sanghapriya (group leader) privatized the enterprise of selling
the product. The rural poor members of the group could buy all
the personal products for a five per cent discount and thus the
intervention led to a reduction in family expenses by a few
hundred Rupees each year in addition to the 231 families,
which actually ran these enterprises. The intervention has also
opened a window of opportunity to use this very same channel
for health extension that is also being done by the Company in
collaboration with state health administration.

Two specific interventions of Deccan Development Society
(DDS), an NGO, carried out in Jahirabad area was the fourth
case study. DDS has a presence in several villages and has
formed village level groups (Sanghas). The major intervention
concerned itself with land development and agricultural
productivity enhancement support for the dalit poor in the
villages. This intervention was made even for the poor who
were not members of any SHG. The intervention was
conditional on the acceptance of the participants of conditions
including abstaining from water intensive commercial crops and
regular cultivation of staple food crops. They were given a
loan calibrated and released in phases to match the
agricultural needs. Physical assistance such as ploughing by a
tractor etc. was also given. These loans were repayable in the
form of grains. This linked to the second intervention concerns
with establishment of grain banks through these Sanghas. As is
known, there is a significant difference in price of staples
prevailing in lean months over those just after harvest. Poor
members surviving at low levels of equilibrium are forced to
sell a part of even their staple production to meet their cash
needs. This forces them to buy staple food in lean months at
higher prices and with large transaction costs, some times
forcing them deeper in debt. The “grain bank” at village level
not only stored the grain received as loan repayment, it also
ran an innovative local Public Distribution System in which
differential prices of grain were made applicable to people
with different poverty status. This scheme run through the
village organizations obviated this contingency and thus
stabilized the livelihoods of the poor.
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3.6.2 Organizations in brief:

The APRLP programme is run by the office of the Special
Project Director for watershed development in the State
bureaucracy through Project Implementation Agencies (PIA) for
individual watersheds. PIA can be State departments or NGOs.
APRLP set up a District Capacity building center which is
responsible for ensuring that adequate attention is given to the
needs of the poor and the weaker sections, has chosen the
approach described above. CDF is an NGO. CDF has been
working on the issue of alternate thrift and credit institutions
as well as on reforms in the cooperative sector for several
decades. It has an extensive network of thrift and credit groups
in Karimnagar and Warangal districts. Velugu working through
the Society for Elimination of Rural Poverty (SERP) a Society set
up by the State Government is the principal implementing
agency for the World Bank assisted District Poverty Initiative
Programme (DPIP). It has evolved an elaborate methodology for
identifying the rural poor, organizing them into common
interest groups and undertaking livelihoods enhancement work
with them in a manner consistent with their resources and
skills and the access to market. Velugu works in close
coordination with participating NGO as well as other arms of
the government at district and local levels. Hindustan Lever
Limited is a private sector company. It is a leading
manufacturer and marketer of personal care products. Known
to be among the more responsible business houses as well as a
user of sophisticated economic and market research, the
Company has chosen to focus on rural markets since these
markets offer promise of business growth. Deccan Development
Society is an NGO that started with an initial financial support
from a public sector unit, IDPL. It works on critical aspects of
livelihoods stabilization and enhancement in the rain-fed
agricultural regions of Telangana.

CBO set up: It is interesting to note that each of the five
agencies involved grounded their rural livelihood enhancement
efforts through a community based organization (CBO). These
CBOs happened to be thrift and credit groups in all the cases.
These groups were registered MACS in case of CDF while they
were unregistered in other cases. In HLL’s Shakthi project, the
initial initiatives were launched through the CBO, though
individual members of the group managed a lot of them. CDF



used the agency of the thrift groups for the purpose of reaching
out to the participants an for loans for animals, but separated
the governance of the dairy programme by setting up new CBO
in the form of DCS. Clearly, social intermediation of CBO
appears logical and necessary for grounding rural livelihoods
efforts. This seems to be necessary on four counts:

e Local legitimacy: an external livelihoods promotion agency
finds it easier to achieve local legitimacy if a local CBO
intermediates its initiative. This legitimacy relates more to
social acceptance and not legal aspects. An existing CBO
helps much more in this aspect, particularly if history of its
own interaction with the participants has been positive and
satisfactory.

e Cost reduction through aggregation: It becomes easier to
reach many people through a CBO than would otherwise be
the case and this result in some savings.

e Enhancing participation. A local CBO automatically creates
more conducive conditions for participation. Whether the
standard operating procedures of the promoting agency use
or even encourage participation is a different issue, the
point is a local CBO provides a ready platform and fertile
ground for participation.

e Institutionalizing continued delivery at local level: A local
CBO also created an institutional structure, which
continued to extend a set of services, required on a
continuing basis, even after the completion of the ‘project’
which initiated these organizations.

The issue of single purpose vs multi-purpose CBO seems to be
quite important. CDF explicitly separated the dairy related
CBOs from its thrift groups and aligned them with the Dairy
Union, a separate structure. While there are overlaps and
cross-representations, the structure is aligned to a single
purpose of managing the dairy operations. Velugu’s dairy
initiative faltered perhaps for want of a compact and well-
aligned structure. Project Shakthi started with SHG as
distribution/ retail points but it is discovered that the absence
of alignment between this task and the original purpose has
some how led to tacit privatization of the enterprise. DDS too
created specific local structures for managing the grain bank
and Public Distribution System (PDS) in each village.
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Did these livelihoods promotion efforts “work”? This question
is best answered only if success parameters for assessing
livelihoods promotion intervention are clearly identified. The
choice of parameters is at times value driven and certainly may
vary across organizations. We suggest that the following
parameters may be considered as indicating success, while the
entre-se priority may be determined by each organization.

Number of individuals benefited directly and indirectly

Average extra income earned per individual benefited

The extent of control on the income by rural poor women

Total out-of-pocket investment in the intervention per

beneficiary (and should include the investment of the

beneficiary as well)

e Average out-of-pocket investment per thousand rupees of
extra income generated through the investment

e The extent of continuing state/donor subsidy to make the
investment yield continuing income and the length of time
it is needed

e Enhancement of human dignity and empowerment of
individuals

e Social/institutional sustainability of the group in case
intervention is of a group enterprise nature.

¢ Environmental effects of the intervention

The case studies do not contain sufficient data to arrive at
precise estimates on all these issues. The following table
indicates our judgment on how these interventions have fared
on these parameters. It is clear from the Table that CDF
intervention has done on all parameters except possibly
environmental sustainability. This is really an issue of the agro-
climatic conditions of the Karimnagar district. Since it
renovated a defunct plant, Velugu project has done even
better in terms of investment but has faltered since the
operations suffered due to problems in managing the marketing
agent. The DDS project has done very well indeed on almost all
parameters, though by design its impact has been more of
“stabilizing” than “growth” type. Also while it helped enhance
dignity of poor households, whether this resulted in
empowerment of women is moot. Project Shakthi has been
able to utilize its own resources most efficiently, building on
the investment made in building the SHG network with social



investments. This seems to be the effect of the private sector!
The issue is of course whether the cost of creating and
stabilizing SHG should be considered as investment in the
project. Finally APRLP has of course salutary impact in terms of
improvement of productive infrastructure but its impacts on
livelihoods of the poor and the landless were evolving and not
concretely noted.

Table23: How Did Interventions Fare?

Dairy-

DDS-Land

Parameter Dairy-CDF Velugu dev:r:ct)pm
Number 3500 700-800 450 Possible wide
individuals (assuming farmers in | villages, scale benefit
benefited each of 45 villages | also equal | to all farmers
the 91 DCS number of | in the treated
have 30-40 individual watersheds
members) s We consider
only direct
benefits  to
landless etc,
30 per village
Av. Extra income | Upwards Rs.600 pm | In the | Each Very variable
earned of Rs. form  of | villager
3500 pm cereals, Rs. 10 in
about 500 | saving,
kg eq. to | each
Rs. 4000 Sanghapri
ya Rs.
1000
Investment  per | Rs. 2.5 | Rs. 18 | Rs. 4200 | Rs. 20000 | Rs. 8000 per
individual crores in | lakhs on | per per Ha of
plant, Rs. | renovatio individual individual watershed +
80 lakhsin | n of an | who entrepren Rs. 10000 (?)
w/c and | existing owned up | eur, not | per poor
cost of | structure, | to 1 acre | including individual.
animals at | Rs. 13 | of dry | any
Rs. 30000 | lakhs as | land expense
per w/c  plus made for
individual, cost of building
all told | buffaloes SHG
about Rs. | at Rs. network
45000 30000 per
individual
, all told
R. 35000
Investment  per | About About About About Very variable
annual 1000 Rs. | 1000 5000 1000 1500 per
Extra income (Since individual
income is entrepren
small) eur
Extent of | Near zero Continuin In the | Zero Not
continuing g and | form  of mentioned
subsidy indetermi overall
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nate expense

on public

distributio

n system
Dignity and | Significant | Salutary Very Limited to | Salutary
empowerment of | empower effect salutary entrepren | effect
women ment effect eurs only
Social High Problemat | High Doubtful Not
sustainability ic mentioned
Environmental Doubtful Doubtful High Problemat | Moderately
sustainability ic high

Why did these livelihoods promotion efforts work?

Case studies about different interventions indicate the
importance of difference facets of actions and decisions
associated with good performance. An attempt is made below
to isolate these facets associated with success.

Addressing real, felt need: When a livelihoods intervention
addresses a real need, participation is easier and adoption
quick. This is most vividly illustrated in the case of DDS. Since
the organization has a rapport with dalit and other landless
persons, it could identify their need for food security and the
very well designed intervention of “self-managed” PDS clicked
very well. The same goes for the intervention connected with
land development.

Sharp opportunity identification: CDF dairy did very well for
several reasons, the important of which is the fact that they
identified the market opportunity for liquid milk and catered to
it efficiently. Due to this basic fact even the Velugu dairy did
moderately well despite structural and procedural weaknesses
in the way it is managed. Clearly, for a livelihood intervention
to become even moderately successful it has to cater to some
concrete existing opportunity in the market.

Role of incentives: Shakthi offered substantial incentives to the
SHG participating in the retailing programme. Since HLL knew
that a certain minimum amount is spent on personal care
products, the market existed. By creating a system of
commissions and differential pricing for the SHG retail points,
HLL managed to create incentives for the SHG/SHG Sanghapriya
to profit from the operations. People indeed do respond to
concrete, tangible money incentives they see in their reach.




Design of systems for management of operations: Some
livelihood interventions can work by simply “doling out” an
asset to the participant and expecting him/her to manage all
the vicissitudes of managing his enterprise on her own. This too
happens, but it seems to be relevant for a limited set of
potential beneficiaries and in a limited range of settings. For a
large part, livelihoods interventions will have to deal on a long-
term basis with a CBO at the ground level and stabilize the
economic activities involved for and on their behalf. This
requires a very well designed system of management. This
seems to include a well thought out set of standard operating
procedures and sound governance mechanisms. The latter must
be patronage cohesive: that is, it must cater to the needs of
and remain responsive to those practicing the livelihoods
options. Sound operating procedures are backbones of any
durable system and in particular involve early detection and
quick response to possible deviant behaviors (free riding,
default or delinquency, breach of rules etc.). Absence of such
a well designed and implemented management system leads to
underperformance and eventual collapse of the initiative.

3.7 Lessons We Learn

a. An alternate view of commercial initiatives: A dominant
class of opinions tends to dismiss efforts like the Project
Shakthi as either tokenism or as exploitation of a social
infrastructure (that of hundreds of SHG created by NGO) by
a company for its profits. This view, that commercial
organizations cannot effectively promote livelihood is a
biased opinion, especially when compared to effectiveness
of some state sponsored livelihood promotion programs,
which achieve much less. Shakthi demonstrates that a
private sector organization can lead to significantly
livelihoods impacts: livelihoods of so many Sanghapriyas
have in fact been stabilized and some pecuniary benefit in
the form of savings on personal care products have been
derived by thousands of rural buyers due to the project
Shakthi. In response to the opinion that this is a false
saving since the expense itself was about “discretionary”
products it was opined that this was a specious argument.
It was argued that it could be seen in general that people
do buy personal care products and a saving on that
expenditure does help them. Even if one were to ignore the
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benefit of this saving, the stabilized livelihoods (at about
Rs. 12000 per year per person) of those managing the retail
operations cumulate to an income of about Rs. 30 lakhs a
year. This has happened without any explicit state subsidy.
Certainly the social infrastructure of the SHG has been put
to use by the company and the Company is also exploring
ways of giving benefits back to the society in terms of
health extension and care. To fault the company for
seeking to further its business is being churlish and
unrealistic. It is perhaps important to recognize that it
would indeed be an ideal solution if while creating
livelihoods for the rural people, private sector could also
further its own business as that would ensure a long
standing stake for the latter to engage in this work.
However, it was commonly agreed that the cost of creating
the social infrastructure is a large investment, which could
be looked at as an investment in building the distribution
channel. The exact mechanism for sharing this cost is yet
to evolve.

Simple design works well: APRLP has a complex set of
objectives to meet. It is primarily a NRM programme and by
definition, its NRM interventions tend to underplay or
obviate any direct benefits to the landless and other weak
people in the village. That is how, APRLP sought to evolve
specific strategies to directly address the needs of the
poor. This appears to be done under an ambitious and
possibly complex administrative structure, with layers of
organizations involved. While objectives like convergence
of state services at the ground level are desirable, simple,
single purpose and directly purposive structures such as the
one created by CDF seem to be more effective in
livelihoods programmes.

Stabilization of income is as important as income
generation: Livelihoods promoting agencies often restrict
their activities to generating income. Hence they keep
exploring options for income generation. As the example of
DDS shows, livelihoods stabilization is as important as
income generation. They adopted the route of grain bank
cum modified PDS. Other options could be intervening in
health sector through projects like the kitchen herbal
gardens, consumptions smoothening; reducing transactions
cost on consumptions through pooled purchase schemes



etc. The contribution of various insurance schemes is also
essentially in stabilizing livelihoods.

Aligning effort to the main purpose at hand: We have
stated this above and hence would not elaborate on this
issue. The case of CDF’s dairy project management clearly
brings out the importance of aligning the entire range of
efforts to the task of managing the activities for livelihoods
promotion (in this case dairy operations on behalf of the
members) chosen.

3.8 Issues of Scaling Up

3.8.1 CBO related issues:

There should be a uniform rating tool for SHGs, which
should be accepted by all the external agencies. So far, no
such tool has been developed; though APMAS is in the
process of developing one. There should be a quality mark
like “agmark” for SHGs too.

District/village-wise data is required for gradation.

There is need for different agencies like VOs to converge so
that they can take up this activity.

Asset building by SHG and the inputs required accordingly.
The SHG should know what kind of input is required. If land
is available, then what kind of land is available with the
SHG, and what are the inputs required for improving the
available land?

There has to be a reduction in consumption needs and
concentration on health and other livelihood needs,
thereby supporting income-generation activities.

3.8.2 Constraints in livelihood promotion:

Policy constraints

SHG or MACS is not recognized as a legal entity by any
external agencies. Now it is at the mercy of the banks or
the external agencies or the NGOs promoting it. Today the
SHG has gained credibility as a financial customer. Banks
are assured of repayment from the SHGs. The banks seek to
increase their clientele, therefore banks like the ICICI lend
to the SHGs. It becomes important that the SHG be
considered very similar to a small scale industry and is
recognized as a financial entity with negotiating powers
when it goes to the bank.
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SHG or MACS should be registered with the Dept. of
Industries, to access benefits under small-scale industries.
Some SHGs manufacture quality products that can be
exported, for instance the SHGs involved in making caps for
export to Dubai. The unfortunate part is that it is the
intermediaries who make money out of the project. If the
SHG is registered with the Dept. of Industries, then a
quality stamp will be given, a registration certificate
issued, and it can get a letter of credit opened in its name
and export directly.

3.8.3 Related Aspects

The process for legal recognition of SHGs has already been
initiated. There is already a RBI and NABARD circular, and a
micro-finance Act is expected to shortly come into force.

In terms of cost, it becomes expensive when others do the
rating, therefore the SHGs should do their own rating. But
where does the cost get absorbed and who pays for it? A
rigorous SHG rating costs around Rs.7000 to Rs.8000. It also
means identifying the capability gaps in SHGs that have got
involved in Stage lll activities, when in terms of maturity
they are still at Stage I—meeting that gap should be the
focus of the livelihood agency.

It is believed that SHGs engaged in micro finance will be
able to meet their costs by the interest spread that they
generate. However, in reality, the interest spread is
insufficient to meet their operating costs; they just about
break-even. Funds allocated for capacity building have also
dried up over the years. It is a situation of the egg first or
the chicken first. The thinking is that the interest from the
lending will take care of capacity building, but unless the
group is strengthened, it is difficult to collect interest
through lending. Everyone is looking for the promotional
money.

The cheapest way is to develop the skills in change agents
within the village itself and get them to disseminate the
skills in the SHGs.

The data indicates that the target people are at various
levels. There are some who are not assured of their basic
subsistence, while others are forced into indebtedness due
to cash flow uncertainties. Livelihood efforts for these
categories cannot be uniform, e.g., the intervention
required to stabilize a subsistence-level person may be



different from the one necessary for people at a higher
level, who have the necessary skill sets and abilities.

However, there are a plethora of agencies implementing
different interventions, and it is unclear if these interventions
are tuned in to the stage at which the target group is.
Convergence is unlikely to occur at the level at which the
institutions intervene. Convergence is possible only at the
bottom level, at the village level. At this level, Velugu or

Deepam can come together and maintain an inventory of the

people and mix and match the interventions that are required.

This requires that strong institutions be built at the village

level. The requirement is of an agency at the village level that

can integrate input available from the external world and mix

and match to suit local needs. Groups of mature SHGs can take

on this role of converging all the external help that comes to
the village, which in itself will contribute to the process of SHG
maturation.

e To graduate from scattered efforts to make an impact on
rural livelihoods on a larger scale, there is an urgent need
to make the existing assets more productive. Land, water,
animals have to be made more productive. These assets
have to take care of the consumption needs of the people.
It has to be ensured that the basic needs of the people are
met - health, reducing the consumption needs, etc.

e Resource mapping and identifying activities across groups
and building enterprises on these activities that cut across
villages will be another requirement.

As of now, there is no policy framework in place for the SHGs

to link with the external agencies.

Future Trajectories

e Require a better understanding of what has led to
increased food security in the present survey.

e Invest in capacity building, which is extremely important;
allocate requisite funds; and identify sources for these
funds. Prof. Amartya Sen put it very aptly: "In poverty, the
problem is not lack of assets, these are actually symptoms.
The problem is actually with the capabilities.”

e Establish flexible and non-flexible livelihood institutions at
the community level.
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Give sufficient weightage to qualitative indicators when
selecting your survey tools. A significant lacuna of the
study was that it lacked a qualitative tool to evaluate the
contribution of the CBO to empowerment. What
contributions had the CBOs made to self-image, giving
women a voice and the space to articulate their needs and
views, which is, in fact, and important part of livelihood
promotion?

Design programmes/interventions in the small-scale
manufacturing and trade that specifically target the
poorest of the poor.

Develop effective indicators for non-financial transactions
of the CBO.

Have a better understanding of the role of external
facilitation.

Document and disseminate cases where federations have
handled a variety of social issues, invested in marketing
efforts, etc. Further research needs to be done to
determine whether livelihood and financial interventions
can be tackled by the same organization successfully. A
state level network has to be created to take this up
Develop indicators to determine SHG maturity for taking up
livelihood promotion.
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Background and History

The report primarily looks at dairy as a livelihood promotion
intervention. Two interventions in Warangal / Karimnagar
district of Andhra Pradesh were studied, viz., the Mulukanoor
Dairy promoted by CDF-Cooperative Development Foundation
and the Rudramma MACS Dairy jointly promoted by DRDA and
Velugu project teams. The purpose of this report is to
understand the strategies and roles of the promoting agencies
and how the interventions impacted the livelihoods of the rural
poor in the area. Both interventions are fairly recent and hence
it might be premature to discern the impact on livelihoods.
Dairy has been a promising livelihood option, particularly so,
for small holder resource poor farmers in Andhra Pradesh

The two cases differ not only in design and structure, but also
in terms of scale, outreach and financial allocation. In order to
write this case-study, interviews and field visits were carried
out with experts, people involved in promotion of the
intervention, and representatives of the ‘target group’/
beneficiaries.

The next two sections contain a general description of the two
dairies and the following section presents specific issues
related to the intervention promotion agencies, their strategies
and management of the interventions. The next section
discusses the extent to which the interventions have been
successful. Success, obviously, is taken in a broad sense
referring not only to official objectives, but also factors related
to long-term sustainability of the enterprise and its impact on
peoples’ livelihoods. The report concludes with a section
summarizing the key learnings emerging from the comparison
of the two dairy interventions.

1. Mulukanoor Dairy: Promoted by CDF

The Cooperative Development Foundation (CDF)*, an NGO
involved in promoting and strengthening the cooperative

* Cooperative Development Foundation, popularly known as Sahavikasa is a registered
society/ trust (NGO) formed in 1975. Their main aim is to promote self-reliant
cooperatives (Swa-krushi Cooperatives) under the Andhra Pradesh Mutually Aided
Cooperative Societies Act, 1995 (MACS Act). It is actively involved in disseminating the
contents and implications of the Act in A.P. and other states. Since its inception, CDF has
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movement in Andhra Pradesh over the past twenty years played
the key role of establishing the Mulukanoor Dairy plant and
village level cooperative institutions in Karimnagar area.

In 1996-99, severe persistent drought resulted in low
agricultural yields and consequent high debts, therefore
seeking reliable livelihood options became a priority. Women
thrift co-operators in Warangal and Karimnagar districts were
looking for ways to utilise excess (idle) funds and approached
CDF for ideas. Together they conceived the idea of setting up
Mulukanoor Women’s Cooperative Dairy (MWCD). Mulukanoor
was the obvious choice to initiate the activity, as the goodwill
of the Mulukanoor Co-operative Rural Bank (MCRB) and the
presence of CDF promoted Thrift Co-operative Societies (TCS)
was abundant in the area.

Mulukanoor Dairy Coverage

No of villages covered 72
No of rural households 23,623
No of milk producing households 11,000
Marketable surplus as % of production 77

MWCD has had a consistent average procurement of 18000 lpd
covering around 11,000 producers in 91 all-women Dairy
Cooperative Societies (DCS).

The plant has a processing capacity of 25,000 lpd, with a
potential to expand upto 50,000 lpd. Milk is collected twice a
day, in the morning and evening, in 5 milk routes, each route
being monitored by a route supervisor. Every village DCS owns
and uses EMT (purchased through a start-up loan of Rs. 50,000
at 9% p.a. given by MWCD). Testing is done in the presence of
the pourer. Price is determined on the basis of fat and SNF
readings.

MWCD is governed by all-women, 12 member board elected
from DCS (dual board membership in DCS and TCS is not
allowed); each board member is responsible for 6-7 villages for
follow-up regarding procurement and membership issues. As

been implementing an extensive thrift and credit coop promotion program in Warangal
and Karimnagar districts
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per the byelaws CDF, MCRB and NDDB representatives are
special invitees / advisors on the board of MWCD.

The milk is marketed under the “Swakrushi” brand in Warangal
and Karimnagar market, through 3 distributors and 40 retailing
agents.

2. Rudramma Dairy Promoted by DRDA, Karimnagar

The Rudramma Dairy (RD) was set up as a commercial venture
of the Rani Jhansi Thrift MACS in Karimnagar district. It is one
of the first dairy interventions promoted by the Velugu Project’
in the State.

In October 2003, on the instance of the then local MLA, who
wanted to do “something for the rural women”; the Velugu
program director approached De Laval to install a 2500 lpd
mini-dairy plant to cater to 15 villages around Chennaraopet.
They estimated an average procurement of 2,000 lpd. This
required an initial investment of Rs. 36 lakhs, including working
capital, which was mobilized by the MACS through their own
funds and by loans from the Velugu project, DRDA, and the
State Bank of Hyderabad.

RD procures milk through a network of 14 Milk Collection
Centres (MCC). Trained staff, namely a collector and tester
each, runs the centres and the concerned MACS board member
oversees the procurement for that village. Payments are made
on the basis of quality, initially based on fat content but of late
it has been on a fat/SNF double axis chart. The milk collected
is processed and marketed in Warangal city, through a
distributor, under the brand name “Rudramma”. While the
MACS board (consisting of Village Organisation (VO) presidents)

Velugu — Andhra Pradesh Rural Poverty Reduction Project —APRPRP is the largest
poverty project in the state working in over 860 mandals in 22 districts and aims to reach
29 lakhs of the poorest of rural poor. The project is a micro-credit based, poverty
alleviation program and is managed by the Society for Elimination of Rural Poverty
(SERP) in conjunction with respective DRDAs. SERP is an autonomous implementing
agency set up by the government of Andhra Pradesh for the purpose. The project
envisages that with proper capacity building the poor women’s federations would begin
to function as self-managed and self-reliant people’s organizations. It reaches the rural

poor families thru social mobilization processes and formation of SHGs, federation of

these into Village Organizations at village level and Mandal Samakhyas at the mandal
level.
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governs and manages operations of the dairy, they have
appointed a general manager, a qualified dairy technologist, to
manage day-to-day affairs. Nonetheless, most decisions are
taken in consultation with and as directed by DRDA/ Velugu
officials.

In October 2003, round 2000 lpd was procured and the number
of pourers was 896, it came down to 283 in February 2004 with
an average procurement of 610lpd. Velugu loans have led to
the induction of around 169 high yielding animals (upgraded
Murrah buffaloes) into the area. However, owing to
irregularities in payments, producers have shifted allegiance
from the dairy to local vendors, resulting in a serious drop in
procurement.

3. Details of the Interventions
3.1 Leadership

CDF’s credibility originates from the Mulukanoor Co-op Rural
Bank established in 1956. Legacy of an exceptional leadership
(Vishwanath Reddy) lends vigour to the organization and its
endeavours. Rama Reddy is the present head of CDF and his
skills lie in organizing the village women into thrift
cooperatives, and in making them believe in the power of co-
operation. In the earlier years of CDF, Rama Reddy worked
closely with the farmers in Warangal to set up thrift co-
operatives, mobilised savings and set up cooperatives that
would help the poor small-holder farmers come out of the
clutches of the local moneylenders. He planned and executed
the operational details of the milk co-operatives with great
diligence. Under Rama Reddy’s leadership CDF has played a
key role in convincing the government of Andhra Pradesh (and
subsequently nine other State governments namely MP,
Chhattisgarh, Jharkhand, Orissa, Karnataka, Bihar, J&K and
Uttaranchal Pradesh) to adopt the Mutually Aided Coop
Societies Act of 1995 (MACS Act).

3.2 Strategy

From the beginning, CDF invested time and effort in building
capacities of MWCD’s board and simultaneously developed; a)
their member-producers’ loyalty through assured quality and
timely delivery of services, and b) their customer base by
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making their products affordable and guaranteeing value to the
consumer. While the core activity of MWCD remains
procurement of milk, and processing and marketing of milk and
milk products, other services such as sale and distribution of
products is done through distributors and a retailer network
whereas cattle breeding services are entrusted to BAIF, as a
third party service provider.

The Rudramma Dairy is a commercial offshoot of the thrift
MACS, and has a similar strategy with core activities of the
dairy limited to milk procurement, processing and marketing.
The MACS board (consisting of VO presidents) governs and
manages operations of the dairy. Before setting up the dairy,
Velugu organised exposure visits for them to Sangam Dairy in
Guntur and to the Mulukanoor Dairy. There have been no
specific efforts to build the management competencies of the
board members, and they depend on DRDA/ Velugu for
guidance and resources (pricing, marketing strategy, etc.);
most of the times Velugu/ DRDA officials are obliged to
facilitate managerial decision-making as well.

Finance Strategy: MWCD’s finance strategy is primarily to be

self-reliant and depend on internally generated resources for

financing its growth and development. While mobilizing the

initial investment in 2001, CDF lent Rs. 3.3 crores, generated

from its own funds and some soft loans from donors, at 8% p.a.

interest; Rs. 60 lakhs were idle funds invested by 22 Thrift

Coop Associations’. Subsequent amounts borrowed by the dairy

are:

= 2002-03: Rs. 40 lakhs@8% as working capital from CDF
(repaid within 4 months)

= 2003-04: Rs. 97 lakhs invested as FDs from TCAs

= 2003-04: Rs.12 lakhs@8% as loan for contract-fee to BAIF
for provision of cattle breeding services (to be repaid only
if services found useful and satisfactory by producer
members)

® A credible NGO implementing a successful cattle development program throughout
India, for over three decades.
7 Thrift Coop Associations — TCAs — are cluster level associations of Thrift Coops... ...



The dairy has provided each DCS with a start up loan of
Rs.50,000 towards purchase of equipment; around 23 of the 91
DCS have cleared their loans.

Another evidence of their insistence on self-reliance is their
decision to raise the share capital at Rs 100 per member
instead of the prescribed Rs 10 plus admission fee of Rs 10 (till
2003 (they had patronage-based shares, i.e., one share per
litre of milk poured); moreover 5% of the milk bill is set aside
as a regular thrift (vikasa podupu).

In 2003-04 the dairy made a net profit of Rs.1.3 crores and has
accumulated a share capital of Rs. 2.4 lakhs and has set aside
Rs. 50 lakhs as development fund. Moreover, till date the dairy
has repaid Rs. 2.5 crores of their initial loan to CDF.

The Velugu program is funded through a World Bank to the
Government of A.P. The program contributed Rs. 6 lakhs as an
interest-free loan towards the initial investment of Rs. 36
lakhs. Of the remaining, Rs.6 lakhs was contribution of the
Thrift MACS (Rs.3.75 from share capital plus 2.25 through
investment/ FD per SHG), Rs.6 lakhs as DRDA grant and Rs.18
lakhs at13.5% (incl. Rs.5 lakhs for working capital) as a loan
from State Bank of Hyderabad. All transactions have taken
place between the Thrift MACS and the concerned financial
institution.

3.3 Organization

MWCD is organized as a separate, two-tiered, business identity
(i.e., each village society, a cooperative in itself, is a member
of the Mulukanoor Milk Union) thereby deriving a distinct
advantage in terms of scale and business. This has helped them
access markets (MCRB goodwill/ brand), technologies (NDDB),
services (BAIF) and support in the form of loans, training,
managerial guidance and logistics. In the earlier days, CDF
(with technical guidance from NDDB) deputed one of their staff
who spent time with the elected board in establishing
procedures for milk collection, testing, payment for milk
purchased from member-pourers and its subsequent sale to the
dairy, accounting, ensuring timely collection and dispatch of
milk on milk routes established by the dairy, etc.

53

<OCHovo mmn>»0O >»

<A-—2>0



54

<OCHovo mmn>»0O >

<A-—2>0

On the other hand, the Rudramma Dairy does not have an
exclusive structure. Despite their experience in setting up
SHG-based structures, Velugu chose to work with and build
upon an available structure - they federated a thrift MACS of
SHGs originally promoted by LODI® and added another tier,
namely Village Organization (VO) to the structure to comply
with their funding norms. As far as the dairy is concerned, the
producers have no formal stake and no role in the decision-
making and management of the enterprise. SHG leaders and
book-keepers are responsible for collecting milk in each village,
and the milk is brought to the dairy in auto-rickshaws. Besides
this, there is no specific mechanism for interface with the
producers for issues related to quality improvement, dispute
resolution, pricing etc. The project advanced loans (of
approx.Rs.12 lakhs for 200 upgraded animals) and engaged
services of an experienced senior veterinarian to provide
advice for purchase of high yielding animals.

3.4 Marketing

In consultation with Velugu, the Thrift MACS appointed a
distributor to sell milk in Warangal area. Despite comparatively
lower price (Rs.15 MRP for DTM), dwindling volumes (from
2,000 lpd in 2003 to 600 lpd in 2004) resulted in poor recoveries
from the distributor. Owing to outstanding payments of
approximately Rs.4 lakhs , RD has not been able to pay
producers regularly for the past 6 months.

Marketing linkages in MWCD have been developed in close
consultation with CDF and MRCB. Heads of both organizations
were involved in the selection and appointment of a dedicated
marketing team consisting of one manager and 4 marketing
executives- who market milk through a network of 50 agents,
who in turn service retail outlets in Warangal, and through two
distributors in Karimnagar and Godavari. At present, MWCD has
11% of the 20% market share of milk sale by the organized

8 LODI Multipurpose Social Service Society (LMSSS) is an NGO operating in
Karimnagar and Warangal districts since 1966. To date it has promoted over 1500 SHGs
in 1000 villages with a total of 22500 women members and a savings over Rs.I crore.
They were involved in mobilizing and forming women’s SHGs in Chennaraopet mandal

for 6 years before Velugu entered the area. As per LODI’s assessment the people’s

organization was not ready for federating.



sector in Warangal (14-15,000 lpd out of 1,30,000 lpd). For the
present, MWCD has limited its operations to 100 village
societies within a 20 KM radius; quality control being one of the
main reasons for this decision. Plans for another dairy plant at
Narsampet are in the pipeline and discussions are on to
decide if milk as well as products of that dairy will be sold
under the same brand name of Swakrushi.

3.5 Operations

The primary business of the Rani Jhansi MACS is thrift. There
are sub-committees in the board that look after purchase and
marketing functions for RD. All board members are VO
presidents, and in that role they monitor milk collection
operations for their village. The president and vice president of
the Thrift MACS spend 2-4 hours for overall supervision in the
dairy everyday; the earlier board members were paid for their
contribution (the GM informed us that this arrangement was
resisted by the pourers as it ate into profits and reduced
possibility of getting a better price); the present board
members are not paid.

As mentioned earlier, the milk producers/ pourers have no say
in the decision-making in dairy affairs; whether they discuss
them in the thrift institutional platforms is not known.

Design and practices in MWCD are strongly driven by CDF’s
objective of establishing an extensive network of cooperative
institutions. They have developed mechanisms for robust
coordination ranging from ensuring fair share allocation of
benefits to producers (annual bonus) and other stakeholders
(dividends?) to coordinated planning of production and
marketing efforts. Staff is constantly reminded that they work
for the producers, and the entire enterprise is geared towards
providing the best returns to the women producers, the real
owners of the cooperative.

Each village DCS elects a president and vice-president from
amongst its members; 12 of these presidents are elected to
form the board of directors of the dairy (Union); the president
of MWCD is elected from amongst these members. The general
manager is a professional (dairy technologist) and reports to
the president and the board. It is important to note that all
members of all boards in the chain are women producers who
pour milk each day in their respective village DCS. The two-
tiered interlocking structure and mechanism ensures that
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producers’ interests are kept at the top of the agenda through
their representatives at different levels.

CDF provides a range of support services to the cooperatives
that it has promoted and/or is associated with. These are- a)
Cooperative audit services for all primary cooperatives and
their associations; b) Member education, and management
training in its own training facilities in Warangal town, and c)
Exclusive Cooperative Revolving Fund (CRF) for the use of
cooperatives within their operational area. Additionally, MWCD
has a tie-up with New India Insurance Ltd to provide cattle and
human insurance to its members.

4. Livelihood impact of the interventions

The concept of livelihood promotion strategies builds on the
widely accepted definition of a livelihood provided by Robert
Chambers and Gordon Conway (in Carney, 1999) - ‘a livelihood
comprises the capabilities, assets (both material and social)
and activities required for a means of living. A livelihood is
sustainable when it can cope with and recover from stresses
and shocks, and can maintain or enhance its capabilities and
assets both now and in the future, while not undermining the
natural resource base.’ People have a range of strategies and
activities on which they base their livelihoods - In both the
cases, the people were involved in dairy as an economic
activity even before the dairies were set up. Nevertheless, the
direct beneficiaries of the interventions have particularly been
the women owning milch animals and producing milk.

CDF identified these women from within the thrift coops and
organized them to form dairy cooperatives, thereby reaching
over 11,000 women farmers. By providing them with an assured
and fair market alongwith the requisite backward linkages such
as feed supply, health care services - camps, vaccination,
medicines, Al services, and raising their awareness about
animal husbandry CDF not only enhanced milk production but
also improved their ability to utilize the available credit facility
appropriately. The intervention has increased the return on
investment; earlier the producer used to get only Rs. 6/-ltr.
Where as now they get paid at about Rs. 9 ltr.
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Availability of DRDA/ Velugu funds motivated people to borrow
money and buy better breed of buffaloes thereby increasing
individual surpluses from 1-2 lpd to 6 lpd.

In both locations, there is no specific evidence to say that the
migration has reduced due to the interventions.

5. Learnings

1. In both the cases, dairy was seen as a way of investing
accumulated capital and the vision and mission of the
promoting institution influenced the strategy. The
Mulukanoor Dairy was inspired by CDF’s need to build
strong cooperative institutions of character. For the
Rudramma dairy the strategy was driven purely by business
and the dairy was seen as means to generate revenue for
thrift cooperative.

2. An exclusive structure helps enhances the perception of a
personal stake, and therefore more ownership of the
business endeavour. A defined structure helps put in
place, norms and procedures and the requisite financial
transparency and discipline essential to conducting
business.

3. By defining a more specific role for themselves, the
promoting agency seeks to maintain control over the
peoples’ organisation. This is evident in both the cases
where representatives of the promoting agencies attend
board meetings as advisors/ nominees. CDF exercises
further control by taking up all audits for the Mulukanoor
dairy and its constituent DCS.

4. The background (and knowledge + far-sightedness about
dairy sector) of the promoting agency has an influence on
the organizational culture within the producers’ institution.
However, this might come in the way of the growth,
autonomy and self-reliance of the producer institution in
the long run.

Discussion on institutional models in dairy intervention®:

The two dairy interventions studied were namely the
Mulukanoor Dairy promoted by the Cooperative Development
Foundation (CDF) in Karimnagar and the Rudramma MACS Dairy,

? This discussion point emerged during the workshop, and has been appended to the case.
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jointly promoted by the DRDA and Velugu project teams. The
two interventions differed not only in design and structure but
also in terms of scale, outreach and financial allocation. While
one could be termed successful in terms of impact on
livelihoods and sustainability, the other’s performance has
been unsatisfactory. A better and more grounded
understanding of what has enabled performance could be got if
one looked at the following four aspects: operations, finances,
organisation and governance. If governance in not effective,
this is reflected in the kinds of decisions that are made.
Indirectly it also affects operational issues. Members are
directly affected by the operational issues.

Tables 1 & 2 compare the two dairies on a range of parameters
and also list the similarities.

Table 1: Similarities between the two dairies

1 Agro-climatic: drought-prone; same social stock; similar terrain as
Warangal and Karimnagar are adjacent districts.

2 | Same groups.

3 | Both are built on thrift groups.

4 Technology used in both is similar (one is a tiny plant and the other is
a micro plant).

Entire supply-chain is similar
(From the village to the retail point).

The promoting group became a kind of intermediary. Generally, they
6 | provide a milch animal to a family and only expect regular repayment,
but here all producers pour in one market and it goes to the dairy.

7 | Veterinary support organized

8 Marketed in 500 ml sachets (Rudramma also has 200 ml. sachets); both
produce pasteurized milk.

Table 2: Differences between the two dairies

Rudramma | CDF
Operations
Distribution : No retailer 3 retailers
Testing not done in the presence of Testing done in the presence of
the members both parties
Payments have been irregular in the | Regular payment + bonus
recent past
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Building own accountability (as seen
in payment to BAIF)

Market has let down

Top down—push comes from the
local MLA./ Velugu ( Rs.6 lakh
surplus was there with the SHG, and
a vacant DRDA building)

More participatory—push comes from
the members, because they have
financial surplus and high milk
availability They have 14,000 litres
marketable surplus. This information
was gathered through a survey by
CDF.

Revenue for the thrift MACS

Synergy and looking at profits from
surplus.

Very little infrastructure

Own infrastructure. CDF purchased
the infrastructure, buildings from
the profits. BAIF employed on
performance-linked payment.

No continuity in the governing body

Continuity in the governing body

Some training to technical staff

Comprehensive training organized

Organizational (promotional)

MACS is the owner. 100 out of 2500
SHG members are pourers (but they
have a share in the MACS)

Many businesses, one out of which is
the dairy.

(Not pouring because the pourer is
not paid in time. If the 6 lakhs can
be got back from the retailer, then
the pourers can be paid and they
may be more regular.

The difference in pouring may not
be due to the ownership.)

Pourers themselves own the dairy
(co-operative). They have a stake.

Dairy is the only business.

Absence of an exclusive structure.
Three tiered.

Organized as two-tiered structure.

The decision makers comprise:
e  Asst. Dir. DRDA

e  SBI official

e  Manager

e MACS President

e  Velugu member

(The other members invite
themselves for the meetings)

All. members of all boards are
women producers who pour milk in
their villages, and they are the
decision makers.

Fina

ncial

. In the case of Velugu, the
members have virtually put no
money into it. It is the MACS
that owns it. The members
own a share in the MACS, which
is seen as a round-about way of
owning what you have. MACS’s

. In the Mulukanoor dairy, CDF
provided a bulk of the
investment and  generated
resources from donors at 8 %
interest and Rs.60 lakhs were
idle funds invested by thrift
cooperatives.. Much of the loan

investment is Rs.2.5 lakhs, in a

is now repaid, and the
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total investment of 36 lakhs,
i.e. less than 10% of the total
investment. Rs.18 lakhs (half
the total investment) is a loan
from SBI at 13.5% interest.
DRDA invested 6 lakhs and
Velugu 6 lakhs.

ownership is with the members
directly. Through systematic
repayment they have been able
to take control.

Governance

No direct ownership. Link
between dairy and members is
weak.

Patronage design is not even
present in the Velugu case.
There is no process to pass the
ownership to the pourers but to
the members, which means
patronage responsiveness is not
even designed in the Velugu
case.

Members have greater control
over the functioning of the
dairy

Patronage design is
incorporated into the design.
Initially, those who poured
more milk had greater voting
power. The decisions were
closely aligned with those who
were pouring more milk,
moving away from the one
member one vote philosophy of
the cooperative. This
contributes to greater
patronage responsiveness. You
are being responsive to those
giving greater patronage.
Patronage responsiveness is
part of the design and as a part
of the process, it is slowly
happening.

In time, it will be owned by the
pourers completely.
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History and Background Of The Organization

The Deccan Development Society (DDS) was established in
1985 by staff of IDPL, and started field interventions in
approximately 70 villages of Medak district in 1987. Initially the
organization worked with men from the farming community,
but due to poor response, shifted its strategy to focus on
women, and creation of women’s groups (sanghams). Its
activities include land development of wastelands allotted to
dalit households and other marginalized communities by the
government; setting up of balwadis and running night schools in
programme villages, running a special school for out-of-school
working children (Pachashala or the Green School),
management of a Krishi Vigyana Kendra and an innovative
alternative public distribution system in programme villages.
The principle around which DDS work, is the empowerment of
sangham members to initially address sustenance needs of
communities whom they represent, and subsequently address
larger issues of food security, natural resource management,
education and health and nutrition needs of the region. To
enable sharing of lessons learnt from the various initiatives,
DDS helped sangham members to develop skills in documenting
their work through the use of video and film. This led to the
establishment of a community FM radio, controlled and
operated by the women themselves, and creation of a rural
women’s media collective - the DDS Community Media Trust in
2001.

Livelihood Enhancement Interventions

Formation Of Sanghams- Savings And Other Activities

The establishment of women’s groups is often the first
initiative undertaken by DDS in a new village. Members of old
sanghams nominate possible new villages to a “suggestion
committee’, that selects villages by a set of criteria such as,
villages with a large fallow land, and the possibility of DDS
working in a contiguous block. These are often villages where
the government has assigned land to scheduled caste and other
marginalized groups (ranging from 1 to 5 acres per household).
Since scheduled caste households often work in groups, this is
often the starting point for a dialogue for formation of a



women’s group. Sangham members primarily comprise dalit
women, women headed households and single women.
Exposure visits are conducted to villages where such sanghams
are in place, and women willing to come together are
motivated to start a thrift group. DDS provides a matching
grant after the group has saved regularly for three months
(ranging from a minimum of Rs250 per member to a maximum
of Rs.1000). Loans are given to members, and the amount is
linked to the individual member saving. Savings are deposited
by each sangha with DDS, and loans are disbursement by DDS
on the basis of a resolution passed by the particular sangha.
DDS is considering opening bank accounts for each sangha.
The sangha is required to meet every week at the village, and
once a month at the DDS office in Pastapur.

The sanghams have been the focal point of subsequent
interventions by DDS, notably the establishment of balwadis,
and in some cases the sangha has purchased land with support
from DDS to set up balwadis. The sanghams have also been
agents of change in the area, and have led successful
campaigns on various issues. For example, in 1995, sangham
representatives from four villages organized a dalit women
march to highlight the increase in the cultivation of cotton, and
its ill effects on the food security and livelihoods of the
Telengana region, as cotton does not provide food or fodder for
livestock. Linked to this was the growing practice of farmers
from the coastal regions leasing land to grow cotton. 60
women from these four villages put together their savings and
leased 30 acres of land for cultivation of food crops.

Other activities initiated by the sanghas and facilitated by DDS
were the establishment of plant nurseries as an income
generating activity, regeneration of 300 acres of forestland
near village Algole for which the village sangha was awarded
the Indira Gandhi Vrikshamitra Award in 1993. In addition, DDS
facilitated the women sangha in one village to apply for a State
government scheme for allotment of an acre of land to single
and women headed households. Presently, DDS works with 5000
women members of various sanghams in its 70 programme
villages.
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Land Development And Alternative Public Distribution
System

Government had allotment large tracts of land to scheduled
caste households and other marginalized groups in the area
(the primary target group for DDS interventions). These were
often fallow as limited resources were available with recipient
families to  develop this land into a productive asset. To
address this problem a loan scheme for land development was
proposed by DDS in its programme villages. Under the scheme,
participating families would be given a loan of Rs.4200, spread
over three years and linked to land clearing and development
activities, to be repaid in the form of grain and cash to the
sangham (reference Table 2).

Process For Sanctioning Loans

Step-1: Identification of fallow lands- meetings with farmers, assessment of
status and discussions on proposed interventions

Step-2:  Conduct PRA-detailed information on resource base and
authentication or certification by revenue officials. Recording of names of
farmer partners, survey numbers of their lands

Step-3: Finalizing modalities for program implementation with farmers-costs,
norms and roles of stakeholders for a consensus between DDS and farmer
partners

Step-4: Land development-credit and training by DDS

Step-5: Investment amount repaid both in the form of cash and grain over a
period of five years in prefixed quantities and pre-fixed rates

The land development scheme was open to all beneficiaries of
government assigned land in the village. Under the scheme a
maximum of two acres of land of a farmer could be developed.
The implementation of the scheme was preceded by extensive
discussions with sangham members and other land allottees,
using PRA techniques, ascertaining the extent of fallow lands in
the village, land requirements, availability of livestock and
farm-yard manure and discussions with farmers to facilitate the
development of contiguous blocks. While land development
interventions were not routed through the existing sanghams, a
sangham representative was appointed as supervisor’ over
every 20 acres of land that was to be developed to monitor
implementation and ensure that beneficiaries complied with
the terms and conditions of the land development programme.




Terms and conditions:

. Farmers permitted to grow food crops only, including
oilseeds and pulses on the developed land. Major crops
promoted were jowar, bajra, finger millet, fox-tail
millet, pigeon pea (red gram) and sesame.

o The developed lands could not be sold or leased out and
had to be regularly cultivated by the farmer and his/ her
family.

o Farmers were not permitted to use pesticides or chemical

fertilizers. Only farmyard manure produced by the
household could be used on these lands.

o From every crop, farmers were required to retain seed
for use in the next season.

Table 1 : Role Distribution Among Stakeholders

Stakeholders | Role \ Specific Activities |

DDS-NGO Promoter Credit for farm
development, training to
farmers

Village Community | Planning and program

Sangham level monitoring, discussions

facilitation with the farmers

Farmers Implementer | Land development,
production and seed
development, following the
set norms in production

The land development initiative was preceded by trainings and
exposure visits to the Krishi Vigyana Kendra where farmers
were apprised of the benefits of mixed cropping, cultivation of
onions and other vegetable crops on field bunds, non-pest
management, collection of uncultivated greens as a
supplementary source of nutrition and fodder for livestock. DDS
also promoted a crop insurance scheme to instill confidence in
farmers, but it had few takers. Vermi-composting was also
promoted, and DDS subsidized construction of compost pits by
providing bricks, cement, earthworms and 50Kg of rice to
participating households. However, it did not get the expected
response, probably due to limited replication of the initiative.
The land development programme was initiated in 56 of the 70
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DDS programme villages, but is currently under implementation
in 45 villages.

Table-2 : Loan Disbursement For Land Development
(Amount Per Acre)

Farm Operations | Year-1 Year-2 Year-3 Total
Ploughing with tractor 700 - - 700
Application of farm yard 720 - - 720
manure (8 carts)

Vermi compost (two 400 400 - 800

quintals)

Ploughing with animals 380 300 200 880

Weeding 500 300 300 1100
2700 1000 500 4200

With the objective of ensuring food security, the land
development scheme was linked to the establishment of an
innovative alternative public distribution system (PDS)
managed by the sanghas. The loan for land development was to
be repaid back in the form of grain and a small cash
component'® to the sangha over a period of five years.

An alternative scheme was put in place to overcome the flaws
of the existing one where rice was distributed to families
identified as ‘below the poverty line’, many of whom had been
allotted land by the government, but had no incentive or
resources to develop this land. These families were therefore
dependent on the poor quality subsidized rice distributed by
the PDS, and at the same time worked as wage labourers on
the lands of others or on government programmes. The
alternative public distribution system promoted by DDS was
also linked to a movement for the revival of traditional grains
and food of the Telengana region, which were both more
nutritious and drought resistant as compared to rice. The
establishment of the alternative PDS followed the land
development scheme and was preceded by participatory wealth
ranking exercises amongst the village community, and the

! The loan was to be repaid over five years as Rs.3600/- worth of grain and Rs.600/- as
cash.




allotment of cards of different colours'' based on community
perceptions of poverty and ranking of different households.
Families who had availed of the land development loan were
required to repay in the form of grain' as per the schedule
outlined below.

Table-3 : Loan Repayment In The Form Of Grain

Grain (jowar, bajra,

Year | finger millet, pearl

millet etc)

Value Cash Total
(Rs) (Rs) (Rs)

1 150 kg 675 125 800
2 200 kg 900 125 1025
3 150 kg 675 125 800
4 150 kg 675 125 800
5 150 kg 675 100 775
Total 800 3600 600 4200

The grain is stored by the sanghams in low cost storage bins
provided by DDS and treated with neem leaves to protect from
insect attacks. The grain is distributed in times of need by the
sangha to the poorest households in the village at a subsidized
rate of Rs3.5 a kilo - black card households are given priority
and receive 25 kg of grain per family member, while red, green
and yellow card holders are given 20, 15 and 10 kg of rice per
member respectively. The money earned by the sangha through
the subsidized sale of grain is deposited in a bank account as
the Community Grain Fund, to be used for purchase of
additional quantities of grain whenever the community requires
it.

Revival Of Traditional Food Grains & Facilitate Seed Security

In the discussions held in some of the older sanghams of DDS,
health issues such as the increasing incidence of anemia

" The poorest in the village were issued black cards and comprised landless households,
women headed families or elderly persons. The next category comprised households with
an acre or less of land, primarily surviving on wage labour, and with a number of
dependents. These families were issued red cards. Green cards were issued to families
with 2-3 acres of land, owning a house and livestock. Families with 10 acres of land and
livestock, but still considered poor on account of low productivity of their lands were
allotted Yellow Cards.

2 The value of one kilo grain is equal to Rs. 4.5 and the subsidy between procurement
price and the issue price is Re.1.00
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amongst women and gum problems amongst children figured.
While this led to the need for local health volunteers, and the
subsequent training of health workers in 45 villages, including
documenting locally available herbs for treating common
ailments, it also prompted the sangham members to review
crops that were currently being grown, and the increasing
dependence on food that was purchased from the market,
notably rice. The region was witnessing a shift towards cash
crops notably cotton, safflower, sunflower and sugarcane
where irrigation was available. These crops did not provide
fodder and this adversely affected livestock, which was
perceived to be the backbone of agriculture in an area prone to
recurrent droughts.

Sangham members, particularly older members also recalled
numerous varieties of millets and pulses that used to be grown
in the area but were not to be found now. These issues were
discussed with DDS staff, and it was agreed that sangham
members would initiate the process of documenting the health
benefits of these varieties based on local knowledge and
scientific assessments with technical support from DDS, and
obtaining seeds of different varieties of millets, pulses and rice
that used to be grown in the area. The documentation also
covered the suitability of different varieties for different types
of land and weather conditions.



Process Involved In The Programme

Collect first hand information on the villages

!

Selection of Villages

!

Informal discussions with DDS sangham members and village
elders

!

FGDs with villages to explain the concept of APDS

!

PRA exercises for identification of village fallow lands

!

Identification of needy/partner farmers

!

Entering in to an agreement with the farmers

!

Formation of management committee and appointment of
village leaders

!

Distribution of money and material (Vermi compost, seeds, bio-

pesticides)

!

Documentation and record maintenance by respective
management committee/Sangham members

!

Opening of bank accounts

!

Monitoring of on-going farm activities by DDS and management
committee

!

Making of storage baskets

!

Repayment of the loans both in cash and kind

!

Repayment of the loans both in cash and kind

!
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Wealth ranking
i

Distribution of Jowar/other produce through APDS

The village of Humnapur took the lead in this initiative, and
approached farmers in the area who continued to grow some of
these varieties primarily for home consumption. This initial
stock of seed was multiplied on the lands of sangham members
and distributed to those who wanted to grow these crops on
the condition that, double the amount of seed would be
returned to the sangham.

The Humnapur sangha led by Laksmamma has helped revive
almost 60 varieties of crops (comprising millets, pulses,
sorghum, rice and gram), and now supplies seeds to sanghas in
50 villages. In addition, the sangha disseminates information on
the health benefits of various seed varieties and the suitability
of different crops for different types of land.

Mixed cropping is promoted, both to maintain soil fertility and
also to enable families to get yields at different times and for
different purposes. The documentation of different seed
varieties, particularly those that can be grown on poor soils and
in conditions of drought has strengthened the land
development intervention by providing farmers the benefit of
selecting from a range of cereals, pulses and gram varieties to
plant on their lands. The nutritional superiority of millets and
other coarse cereals is brought out through an annual mobile
biodiversity festival, where these seed varieties travel on
bullock carts to different villages, and sangha members and
DDS staff disseminate information regarding organic farming,
health and nutrition.

Processing And Marketing Of Agricultural Produce

Linked with the land development initiative and to provide a
viable market for agricultural produce, the 5000 women
members of the various sanghas established by DDS set up a
marketing outlet in Zaheerabad in 1998. The shop is registered
under the MACTS Act with shares costing Rs100/- each. Sangha
members have appointed a nine member executive committee
for day-to-day management of the shop. This initiative was
linked to the creation of the Zaheerabad Consumer Action




Group (ZCAG) with the objective of motivating residents of the
Zaheerabad town to purchase the organic produce and range of
millets and coarse cereals grown by the member farmers and
marketed at the outlet.

The ZCAG currently has 100 members and meets once every
month. In addition, the shop has purchased an auto that visits
villages daily to sell various products including processed,
cleaned and packaged millets, pulses and other coarse cereals
grown by member farmers. Villagers put up their requests for
various products to their village sangha that submits an indent
to the shop. Sales have reportedly steadily increased and range
from Rs10,000 to Rs25,000 per month from the sales counter at
the shop, and Rs50,000 to Rs60,000 per month through the
auto.

Salaries for staff (including a sales counter manager and
cashier, shop assistant, auto driver and auto assistant) and the
rent for the shop premises were paid by DDS for the first three
years, but are now met by MACTS. A dividend is paid to
shareholders once every three years, and last year an amount
of Rs 25 was paid against each share. In addition to sales
through the Zaheerabad outlet, DDS has also established
linkages with NIRD, MANAGE and WASSAN in Hyderabad, for
sale of products at exhibitions and workshops of these
institutions.

An offshoot of the initiative has been the setting up of a
restaurant by DDS staff to promote Telengana cuisine and the
range of millets and coarse cereals that were previously the
staple diet of the region. Café Ethnic has documented
traditional recipes (Mana Vantau Mana Vantalu - an
introduction to traditional cuisines of Medak) and also
promotes organic food. The restaurant purchases its stock of
millets, cereals and pulses from the MACTS shop, and
vegetables are procured from Sangha members in adjacent
villages.

DDS has also established a processing unit, and has installed
two de-husking machines, one of which is specially designed to
de-husk fox-tail millet which has been widely promoted in the
land development programme, and used to be an important
part of the Telengana diet. Earlier the grain used to be de-
husked at home involving a tedious process. The processing unit
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purchases grain directly from member farmers of various
sangha’s, based on projected demand from the MACTS shop.
The grain is de-husked, cleaned and packed and transported to
the Zaheerabad shop. Presently the processing unit employs
three women workers and a machine operator whose salaries
are paid by DDS. The unit runs from rented premises close to
the DDS office in Pastapur, but will soon move to a DDS owned
center. A three-member committee of sangha members and
DDS staff jointly decide the rates for different crops, which
range from Rs500 per quintal for pearl millet to Rs700 per
quintal for finger millet. There are also plans to set up smaller
decentralized processing units at the village level, where
sangha members can process grain for home consumption.
Presently, they sell the grain to the processing unit and
purchase de-husked grain from the MACTS shop.

Setting up of a marketing outlet, linked with a processing unit
and a restaurant, have been critical inputs in the expansion of
the organisation’s efforts to promote the cultivation of
traditional food crops of the region, particularly millets, pulses
and other coarse cereals of dry lands grown with little or no
irrigation. It has also motivated sangha members to cultivate
millet and pulse varieties, once an important part of their diet;
previously they did not have a market beyond their villages and
were therefore going out of production. Notable amongst
this has been the revival of fox-tail millet (Korra), and other
coarse grains Sava and Argu.

Watershed Development Interventions

DDS also implements watershed development programmes in 11
micro-watersheds in the area. Many of these watershed sites
overlap with villages where the land development programme
is under implementation; the major difference being that the
watershed programme works with all households in the village
as compared to the land development programme that targets
scheduled caste and other marginalized households allotted
land by the government. The watershed programme follows a
participatory approach and implementation follows the
development of a village plan, and prioritization of activities by
the community. Ensuring equal access to resources and
distribution of benefits is an important element of the
programme; DDS has evolved a differential contribution norms
biased towards the resource poor. In addition, capacity building



and training for women is given priority. The establishment of
SHGs, savings and credit activities and facilitating linkages with
banks are included in the watershed development
interventions.

Perhaps the most notable difference in the DDS supported
watershed development interventions is the focus on organic
farming and the promotion of drought resistant varieties of
food crops as a means to ensure food security in the area.

Krishi Vigyana Kendra

DDS manages a Krishi Vigyana Kendra (KVK) allotted to the
organization by the Indian Council of Agriculture Research,
under the Ministry of Agriculture extension and training
scheme. The DDS-KVK has a five-member staff team comprising
specialists in agronomy; horticulture; animal husbandry and
veterinary sciences; soil science; and home science and
nutrition. In addition, the KVK has a 30-acre demonstration
farm in an adjacent mandal (Rayakodu). The KVK here
demonstrates dry land agriculture and horticulture, various
millet varieties, and different models of mixed cropping. After
being tested and ratified on the farm plot, similar
demonstrations are done on farmer’s fields. The KVK also
carries out regular training programmes for different line
departments, including residential training on the campus, and
is known for its trainings on participatory techniques and
chemical-free agriculture. KVK staff has also carried out
research on the nutritional benefits of different varieties of
millets and coarse cereals, and the health benefits of
uncultivated greens, vegetables and berries that are found on
agricultural lands in the region. The information is
disseminated through the various sanghas, and the mobile
biodiversity festival that is held annually. In addition the KVK
has facilitated the documentation of local animal health care
traditions, and the use of herbs and medicinal plants. The
Kendra also publishes a quarterly journal on the benefits of
organic farming.

Balwadis And The Green School (Paachshala)

In 1986, DDS established balwadis or child-care centres where
women farmers could leave their children when they went out
to work in the fields. These centres are managed by balwadi
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committees nominated by the sanghas, whose members
contribute both in cash and grain towards the running costs of
these centres. The centres provide the children with a mid-day
meal that is freshly cooked using millets and cereals grown
under the land development programme supplemented by
uncultivated greens and vegetables collected by sangha
members. In some cases DDS has facilitated the allotment of
land by the government and subsidized purchases of land by
the sangha for these centers to enable them develop as
sustainable institutions. DDS supports the salary of the teacher,
and the purchase of educational toys and cooking utensils for
the mid-day meal. The centres use a range of creative
methods, including learning through play using locally available
seeds and other material.

DDS has also established an innovative rural school for out of
school working children (Paachshala or the Green School) that
attempts to combine formal learning with knowledge of
different vocations and life skills. The school curriculum is
based on the occupations in rural areas, that children of the
region can relate to, and seeks to build knowledge on how
these occupations could be further enhanced in a sustainable
manner. The school has strength of 200 children from the
surrounding villages, who along with the formal stream of
education, learn life skills like ecological agriculture,
carpentry, pottery, para-veterinary sciences, herbal medicines,
masonry, tailoring and book binding.

Impact On The Livelihoods Of The Poor And Lessons Learnt

The land development intervention by DDS has directly
impacted the lives of some of the poorest households in the 45
villages where this programme is currently under
implementation. Support for the development of fallow lands
and facilitating the cultivation of food crops on these lands has
enhanced the food security of these households.
Implementation through an innovative loan scheme has
potential of replication in other dry land regions of the
country.

Benefit To Most Needy Households, Often Left Out Of
External Interventions



The establishment of the alternative public distribution system,
identification of the poorest households, and subsidized
distribution of grain to these households has also enabled
programme interventions to benefit the most needy
households, who are often unable to participate in and benefit
from external interventions. During discussions, it emerged
that the alternative PDS is able to provide grain to the poorest
households for at least four months each year. During drought
years, when the amount of grain collected is insufficient to
meet demand, the Community Grain Fund is used to purchase
grain from outside for distribution in the village.

Interventions - Follow A Development Continuum

Further, DDS interventions are closely linked and follow a
development continuum, facilitating integrated development of
the region. For example, the opening of a marketing outlet and
the establishment of processing facilities have motivated more
farmers in the area to cultivate millets and other coarse
cereals that are better able to cope with conditions of drought.
Likewise the establishment of balwadis and the Paachshala
fulfils an important need of women farmers, who often are
compelled to take their children with them when they go out
to work. The focus on using farm-yard manure and non-
chemical farming methods and promotion of mixed cropping,
has enhanced soil fertility and the moisture retention capacity,
and at the same time has diversified the risk of farmers, since
if one crop does not yield the expected output, it is balanced
by the second or third crop grown on the same plot of land.
The cultivation of millets, coarse cereals and pulses has led to
an increase in fodder availability in the programme villages.

Revival of Almost 60 Varieties Of Seeds

By far the most powerful message that the DDS intervention
offers is the systematic documentation and revival of almost 60
varieties of millets, coarse cereals and pulses, as a community
movement led by the women’s groups. Linked with this is the
dissemination of knowledge on the health and nutrition
benefits of these "lost seeds’, and the capacity of these crops
to withstand drought conditions that are common in the
Telengana region.
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Impact of the Programme
Quantitative Outcomes

1. Increase in agricultural productivity

2. Employment generation

3. Change in land prices

4. Change in migration rates and patterns

Qualitative outcomes

1. Restoration of environment and ecological balance,
enhancing productivity and value of lands

2. Conservation of bio-diversity

3. Increase in food intake and improvement in health and
nutrition status

4. Fodder and livestock

5. Reduction in distress migration

6. Social capital formation with networks, norms and trust
within community

7. Empowering women

The sanghas have emerged as strong institutions with the
capacity to plan, implement and lead development
interventions, and the community holds their members in high
regard. At the same time, these institutions continue to be
dependent on DDS staff for decisions and guidance. Although
DDS has now been working in the area for almost two decades,
it has not developed a withdrawal or exit strategy, and
continues to work in the same 70 villages where it had initially
started its interventions in 1986. The sangha dependence on
DDS is also demonstrated by the fact that some of the sanghas
do not have separate bank accounts for their savings, and these
continue to be deposited with DDS, who also approves loan
disbursements. Therefore the future efforts of DDS could focus
on member managed community based organizations to address
the issue of sustainability of the programme.
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Background and History

The Shakthi project aims to set up women entrepreneurs from
SHGs [Self Help Groups] as retailers™ selling branded consumer
products, predominantly soaps and detergents in order to
promote rural livelihoods.

In the district of Nalgonda, where this effort has been studied,
the project is a tripartite venture between Hindustan Lever
Limited [HLL] India; the SHG groups in the district of Nalgonda,
and their promoting organisation, Women Empowerment and
Self Employment; Dept of Rural Development; Government of
Andhra Pradesh [At the district level, DRDA].

The project involves identifying and setting up of women
entrepreneurs from rural SHGs previously engaged in thrift
activities, building their capacities as retailers, creating market
information and feedback channels for the HLL products, and
reaching rural consumers with quality products that are
affordable from the HLL range. This study looks at the
livelihood promotion learning and potential of the project.

Background Of The Three Organisations Involved
The SHG Movement In Andhra Pradesh

In its most basic form the SHG is a self-help group, usually a
group of like-minded/common affinity group of women within a
geographic area.

Initially promoted by non-government organizations as enabling
collectives for women, with an intention of providing stronger
bargaining positions, they mainly became instruments for thrift
and credit activities. In a country where institutionalized credit
is not available to a large proportion of the population, the
SHG mechanism has been most effective in helping poor women
save, and providing credit to its members, on a sustainable
basis. In order to achieve this SHG builds its own capacities and
capital, with promoting agencies playing a facilitating role in
helping the SHG articulate and reach its goals.

3 While on the field the women entrepreneurs were referred to as retailers, HLL later
clarified that they are seen as distributors, and under the HLL umbrella.



The movement starting in the early 1980s has now spread
across India, and is being perceived as a tool to empowerment
through various initiatives.“... Initial success has attracted
considerable attention of development practitioners, policy
makers, funders, academicians, researchers and even corporate
bodies. SHG today has become a vehicle to pursue diverse
developmental agenda and even profit motive...”"

The government of Andhra Pradesh too has been actively
promoting SHG as an institutional mechanism for poverty
alleviation. Subsidies and benefits are provided to SHG
members, such as gas and power connections. SHGs in some
places participate in village development through government
sponsored programs. Banks and financial institutions are being
encouraged to lend to rural areas through the SHGs, through
the active intervention of institutions such as NABARD.
Simultaneously the State provides matching grants equal to the
savings of the SHGs, in order to improve their productivity and
income generation capability. The SHG is being encouraged to
think in terms of economic productivity and promote
livelihoods for its members, and not limit itself to thrift.

Department Of Women Empowerment And Self-Employment

The Dept of Women Empowerment and Self Employment; Dept
of Rural Development; Government of Andhra Pradesh are the
agencies which co-ordinate and provide support to the SHGs in
Andhra Pradesh. In this particular project the District Rural
Development Agency [DRDA] of Nalgonda has played a key
role in co-ordinating and implementing the program as part of
promoting rural livelihoods through SHGs.

Hindustan Lever Limited

Hindustan Lever Limited [HLL] is a subsidiary of the
multinational Unilever, a major player in the worldwide soap
market. HLL is the largest soap and detergent manufacturer in
India with a $2.4 billion in sales [2001] the largest profit centre
is soaps and detergents, with food and beverages, personal
products and specialty chemicals following.

! Background paper has developed by Sa-Dhan to facilitate the process of discussion at
sub-committee meeting on SHG standards (13 May, 2003 Hyderabad).
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HLL’s mission outlines a broad philosophy of serving all Indians
across all spectrums ‘... with branded products and services
which raise the quality of life.”"® To this end HLL has built
research and development, distribution and marketing
capabilities to the different markets.

HLL has built its brand around the issue of family health and
safety from diseases, and hopes to increase its share in the
market by using the platform of hygiene. Markets for soaps in
developed countries are expected to be staghant, with growth
potential in developing countries. Lessons in marketing from
India can also benefit Unilever in leveraging markets in other
developing countries, on the same platform if health.

Identification Of Opportunity And Women Entrepreneurs-
The Pilot Stage

A national-level organization, MART has been employed by HLL
to work in its program with the State Department for Rural
Development’s AP Rural Livelihoods program in Nalgonda
district to identify market-driven private partnership
opportunities. MART’s expertise in linking poor to the corporate
by identifying mutual needs that can be fulfilled by each other
has been achieved through work done across the country.
Mostly, they have been associated with efforts of backward
integration tie-ups wherein the poor have produced goods
required by the corporate for their operations. In this case
however, instead of a manufacturing activity, they were able
to tie-up retailing activity for HLL products like branded soaps
and toothpastes.

MART did a scan of local opportunities and felt that tie-up with
HLL for retailing their products is possible. After detailed
discussions with HLL representatives and field visits by their
senior staff, details of the collaboration were worked out. HLL,
MART and DRDA were all involved jointly in the identification of
the women entrepreneurs. In a few cases DRDA staff and
mandal officials also got involved in identification and
selection.

> The fortune at the bottom of the pyramid... ..... CK Prahlad



MART had also made random assessment of the existing SHG
federations along with DRDA staff, which was used as input for
designing the programme implementation. Initially, it was
decided to implement the programme through federations,
since this afforded a bigger scale on which to carry out the
operations. But certain practical difficulties were noticed.
Firstly, the federation was not willing to bear all the expenses
incurred, as the expenses included building infrastructure for
the retailing unit, and further the federation was unwilling to
remunerate members who managed the business for their
services; despite the fact that they were members and office
bearers of that particular federation itself. This was found
unviable, as roles and remuneration for performance was not
working out. Based on this experience, some of the members
were encouraged to take up the activity implementation on
their own, which started yielding better results. HLL, with the
help of the DRDA, then identified individual entrepreneurs in
the group who could invest and take up the activity for each
village.

HLL representatives visited many villages in the area and
identified villages with 1000 to 2000 population, which were
taken as stock point villages. Majority of the stock dealers are
sangha priyas, SHG leaders and federation leaders. However,
they identified only such people who had the capacity to invest
capital of their own, which precluded participation of members
who were not so well off. Almost all the members selected as
retailers are those who are either the group leaders or active
members of the SHGs.

Through group meetings, entrepreneurs from within the SHG
were chosen for the activity. The implementing agency HLL and
DRDA provided joint trainings to the selected entrepreneurs.
They linked ten entrepreneurs to banks for financial support.
The HLL team in Nalgonda independently built brand for the
projects through local resource people, and in schools, after
completing a survey of the area in terms of usage and access to
the HLL products. They also actively found small shops that
could directly buy from the women entrepreneurs in order to
increase turnover. They also came up with a model where the
investment and margin to the women could stay the same,
while increasing income from greater turnover. HLL
professionals also did handholding till the women
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entrepreneurs were able to be on their own, which on an
average took about a year.

HIl’s Strategy To Reach Rural Markets

Prior to this project HLL had already set up its own distribution
network, in towns of population more than 3000, through HLL
stockists who stock the company’s products like soaps
detergents and beauty products for women. Project Shakthi
sets up women entrepreneurs from SHGs to take up marketing
of these products in villages with populations less than 3000.
Small shops that stocked and supplied HLL products along with
other consumables and provisions for the village were
previously servicing these.

HLL strategically chose villages of populations between 1500
and 2000 to pilot its distribution through the SHG as the stock
point. Villages less than 1500 population were seen as satellites
that could be serviced by nearby stock points. In the district of
Nalgonda, there are a total of 1021 such villages and of these
currently only 10-15 are yet to be covered. 231 stock points
have already been created, with women entrepreneurs from
the SHGs taking up the responsibility of sole distribution and
sale of HLL products. Since the SHGs themselves reach a lot of
households in each village, automatically most households in
villages are covered, and as the movement grows and accesses
more women, organically the product too will reach these
women.

Recognizing that the returns on sale to individual customers
was not very remunerative on the capital investment, HLL
undercut its own stockiest in the semi-urban areas that
provided stock to the local shops in villages where SHG
entrepreneurs took up stock points.

Typically a stockiest in a semi-urban town provided the stock to
local shops in nearby villages at 92% of retail price, allowing for
an 8% margin for the local shop owner. The semi-urban
stockiest himself was supplied stock at 88% of retail price,
allowing him a margin of 4% when he sold in bulk to the local
shop owner. HLL, parallel supplied stock to the SHG
dealer/stock point at 89% of retail price, with a condition that
she could supply to the same local shops in the area at a 3%



margin, the transport cost being borne by the company. The
advantage to the local shop owner was that he was able to get
stock at 92% of retail cost, which was the same as from the
semi-urban stockiest, but he did not have to pay transport cost,
as the woman entrepreneur in his own village delivered stock
at his doorstep as and when required.

This tie-up was encouraged by the HLL professional in order to
increase the volume of sale at the stock point and improve
returns to the SHG dealer on her capital. The monthly sale is
proportional to the number of times the initial working capital
was rotated in a month. Depending on the dealers’ skills, 30%
to 70% of monthly sale came from volume sale to small shops.
The rest of the sale was mostly to SHG members, who could
avail a 5% discount on the retail price, leaving a margin of 6%
to the dealer on direct sales. The dealer herself was committed
to sell only HLL products, except in non-competitive segments
like biscuits or women’s imitation jeweler or groceries.

Since the company bore the cost of the transport, local shops
chose to order from the SHG dealers’ stock point as against the
nearby stockiest. The SHG member got a discount of 5% on the
product and also some credit period that worked for her. Out
of three dealers visited, two sold only to SHG members in her
village, while one also had non-SHG customers. No transport
cost also encouraged the SHG stock points to re-order in small
lots as and when stock was needed; increasing the monthly
sale, and returns to the stock point, without needing additional
capital injection.

Revenue Model For Shg Leader, Support Provided By HIl-
Scaling Up

While originally the activity had been seen as a livelihood
intervention by the SHG, it was found that individual
entrepreneurs from the group were much more effective in
setting up and running the enterprise. Typically either a
prominent woman with visibility in the village or a functionary
of the group took up the activity after some training from HLL.
The woman also had the ability to raise the necessary capital
that ranged from 10,000 to 50,000.
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In one case the woman was the chief animator of four SHGs
herself, and had a captive consumption in her SHG members.
Her village has a population of around 1500, of around 300
families most of who are SHG members. Her customer base is
of 116 families who on an average buy between Rs.50 to
Rs.300" worth of soaps, detergents, and some cosmetic
products such as talcum powder. There are four larger shops,
which stock most of what the village needs in terms of
provisions or consumables. The infrastructure costs included a
stock room, which doubled as the outlet. Products other than
the HLL included saris, insurance policies, provisions,
stationary and locally made food items in small quantities.

In the second case, the woman had additionally invested Rs
50,000 in saris, which she sold along with HLL products. In the
third case, the entrepreneur had an elastic stock range,
borrowing and buying provisions for sale during the festive
seasons. In all the stock points women are encouraged not to
sell competitors products in the HLL range of products.

While the woman entrepreneur had to invest in stock, HLL
guaranteed an exchange on products that were unsold over a
month. Since perish ability was not a concern for soaps and
detergents, this mitigated the risk of investment in unsold
stock. In order to further supplement the entrepreneur’s
income, the distribution to local shops of HLL products was also
done through this stock point, adding to her income. This was
done by HLL at the cost of undercutting their own stockiest in
the nearest township; by providing free transport at the same
cost of product to the shops that placed orders through the
stock point. A professional from HLL, who actually made and
maintained contact with local shops, also supported the woman
entrepreneur during the initial stages.

Each individual family in the village earning 1500-2000 on an
average spent between 100 to 300 on soaps and detergents.
Branded products like HLL were more expensive, especially as
locally made non-branded products were available. Most local
shops stocked both products; but SHG members were given a
5% discount on their purchases from the SHG stock point. The

S HLL clarified that the average consumption on these goods in each family would be
Rs.100 per month



SHG member was also treated as valued customer by the
woman entrepreneur and given some credit as the woman
entrepreneur generally knew her circumstances, and could wait
for payment. This was an incentive to shift to the HLL-SHG
stock point for the SHG members, even though cheaper
products were available in the local shops.

The SHG mechanism ensured that there were no defaults on
the payments. Products such as fair and lovely priced at Rs.26
per tube also sold, due to the exposure of these customers to
the television ads, which promoted the product. Assuming a
break-up of 50-50 of the total turnover between sale to the
shops at 6% margin and to the SHG members and other
customers at 4% margin, an average of 5% turnover is made as
profit by the individual entrepreneur. On an average this
amounted to Rs.1500 to Rs.2000 rupees return on an
investment of Rs.20, 000. On HLL’s commitment to the local
economy, sourcing of locally produced limes, sweet oranges for
their food and beverages section have been tentatively
discussed.

Building Brand And Promotion, Market Creation And
Competition

A combination of awareness campaigns, direct and through
media; mostly television, incentives to distributors and
customers, special Shakthi camps as well as covering schools
created market penetration, supported distributors and built
brand in the target group.

A pracharini who is a local woman working with HLL to build
brand gave further support to the product through brand
promotion. These promotion agents organized events where
they demonstrated the better quality of their product in
promoting hygiene. Women used soap and detergent, products
like one rupee sachets of shampoo and dental products, to
build awareness of the brand and utility of the product
demonstrations were held at schools targeting children and
youth, strategically turning them into consumers.

The HLL professional monitored the sale volumes in each
village; handholding till the stock point entrepreneur was
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confident and stable. To quote the HLL marketing executive in
charge of the project in Nalgonda; in response to queries on
the growth potential in the villages “all we need to do is make
the product available, and people buy.” This is probably
resulting of media campaign. The brand equity of the product
is high, and access to television is one of the main criterions
in promoting partner stock points; 70% of households own
televisions.

Another huge investment in brand was done through the I-
Shakthi project, which was conceptualized as the Internet
service point offered in conjunction with the stock point.
Information on health, agriculture, personal care, etc. is
offered on an online basis on the HLL site. A tie-up with WIPRO
allows the users to access adult literacy programmes on
demand. Children’s games are also available on registering with
the stock point entrepreneur. This strategically involves
children as well as youth, who use this information to access
examination results and job prospects in distant towns.

A matrix is thus formed, as strategy across ages and sex,
covering the geographic area as well, divided into urban, semi-
urban and hamlets. Currently the sale from the district of
Nalgonda; not including Nalgonda town is 23 Lakhs, with a
target of doubling the figure in the next year. Initially starting
work with a team of 7, now HLL is able to service the entire
district with two field staff, supervised by the area manager for
Andhra Pradesh. The HLL staff, which initially needed support
from DRDA in starting the venture, is now independently
negotiating with the women, without the intervention or
mediation of either the SHG, or the DRDA.

Impact On Entrepreneur: SHG, Local Economy and HLL

The tripartite project has had cost and investment implications
to all the partners concerned. The SHG movement has been
hugely invested in by the department of Andhra Pradesh.
Empowering of women has been a critical agenda, and support
from DRDA-Velugu has been constant over the past ten years.
Infrastructure, capacity building, production and marketing
support, loans and subsidies have been provided in order to
build the institution of the SHG and its credibility and
effectiveness. Each SHG has also invested in itself, in terms of



time and resource; most of the leaders are women who have
seen the SHG through the teething troubles of credit activity.
Their entrepreneurial skills have been built through the SHG
activity, supported by the various NGOs and government
projects that have been ongoing for the past many years.

HLL has piloted and taken to scale the SHG retailer model from
a couple of villages in Nalgonda to the entire district and
they’re on to entire State of Andhra Pradesh as well as
neighbouring States. Investments in manpower, capacity
building for the women entrepreneurs, brand building locally as
well as through the media have been made, with the intention
of increasing reach into the rural market. Innovative ways of
reducing costs have been used, using local networks as well as
local resource persons such as the Pracharini for campaigning.
Existing networks of distributor points have been harnessed in
order to further reduce cost and gain effectiveness.

Comments On Some Parameters For Impact

e Livelihood promotion through SHGs: the SHG movement
has been able to build the entrepreneurial skills of rural
women SHG leaders, but livelihood activities are still
incipient.

e Scalability and expansion for HLL: HLL has piloted and
taken to scale the idea from a couple of villages in
Nalgonda to the entire district and to entire State of
Andhra Pradesh and neighboring States also. HLL’s
systematic investment in building networks and capacities
to reach rural households shows a formidable strategy in
dealing with dispersed and small consumers.

e Creating livelihood opportunities by corporates: using
the SHG as a base to enter the rural market, HLL has used
awareness campaigns, incentives, special Shakthi camps,
reaching schools in order to increase the consumption of its
products. Initial investment costs have been reduced with
use of local resource persons for campaign and existing
HLL distributor networks in small towns as stock suppliers.
This in turn has created an opportunity for women
entrepreneurs from SHGs to earn Rs.1500-3000 depending
on turnover. The women also have an opportunity to link
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with the larger HLL resources, which if committed to the
delivery channel of the SHGs, increases stability and has
possibility of growth in income for the women. On the
down side, lack of documentation of the investment made
in creating the SHG or the women entrepreneur by the
Government of Andhra Pradesh or concerned NGO has led
to an under valuation of the channel created. As a
consequence, the corporate does not recognize the
investment does not contribute its share by paying for its
use, to the Government of Andhra Pradesh or to the SHG.

Risk management: since the product was non-perishable,
and was interchangeable with cash, the investment of the
women entrepreneur was protected. HLL was willing to
exchange leftover stock for more saleable stock at any
point of time, which reduced risk of being left with dead
stock to the entrepreneur. The investment risk was HLL’s,
which it amortized over its larger holdings, in the interest
of increasing brand penetration in the rural market.

Sustainability and revenue model: market/future market
has been created for continuation of the business, however
at the moment the costs are partly covered by HLL
(transportation costs). 231 active
members/leaders/facilitators of SHG movement in the
district are engaged. Using these entrepreneurial skills,
these individuals have a greater scope for long-term
business.

Impact on the SHG movement: not conducive to building
affiliation for the group, as the combination of investment
and entrepreneurship which needs to be put in does not
offer enough margins for the returns to be split between
the two inputs. This forces the individual entrepreneur to
raise her own capital, and the SHG does not earn anything
out of the enterprise.

Coverage and growth: possibility of growth in number of
livelihoods promoted does not seem to be very large.
Despite huge investments made by HLL in building brand,
investments made by the State in the SHG entrepreneurs,
the total number of entrepreneurs whose livelihoods have
been promoted in the district of Nalgonda is 231, with little



more then 10-% potential growth in number. Any increase
in income for the woman entrepreneur depends on the
local economy improving, which the project does not
directly address. While the model accesses the rural
consumer as market for the HLL product, not much is put
back into the local economy. Out of Rs.28 lakhs sale in the
district of Nalgonda through SHGs, the roll back into the
local economy through the entrepreneurs is Rs.1.4 lakhs.

Collaborations-leverage and flexibility: the project
exhibits excellent collaboration between WE&SE, APRLP,
SHGs and HLL. Started with federation of SHGs-SHG as
stock points, in the interest of scaling up business, the
stock shops were managed by members as individual
retailers. By investing in this model, HLL is able to build
brand, but there is no MOU or formal agreement either
with the entrepreneur or the Dept of Women’s
Empowerment/Government of Andhra Pradesh through
which it is bound to support the woman entrepreneur from
the village. If for instance HLL were to start charging
transport costs, it would wipe out the margin for the SHG
entrepreneur.

Cost of the subsidy: HLL invested in its own brand, in a
well thought out and implemented strategy which made
maximum use of its own media investments targeting the
market segment where it wanted to grow, while enhancing
the capability of its own human resource in reaching the
rural market. The financial bottom line in this case needs
to be measured carefully, in order to be sustainable for
both, the woman entrepreneur and the HLL Company. The
same rigour does not seem to exist within the government,
where no evaluations on ‘social’ or financial coasts are
being made, either in terms of cost of investment in the
SHG itself, or the fallout on the movement because of
breaking up the activity and offering it to individual
entrepreneurs within the SHG. Other social indicators such
as, effect of converting from using local products to
branded ones, veracity of improvement in general health
from the use of the said branded products, and the cost
benefits of the same need to be studied, given the large
investment made by the government into the SHG
movement. While consumption patterns are being affected,
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production patterns and equity within the production value
chain stay low, which is a cause for concern. Livelihood
promotion activities that increase cost of living in rural
areas without sufficient benefits cannot be tenable in the
larger social framework of livelihood promotion as a means
of empowering women.

The following issues were discussed during the workshop'’.

Public Private Partnership: The HLL Project SHAKTI

This case study focuses on HLL’s livelihood intervention in the
Nalgonda district (a pilot project), where women entrepreneurs
from SHGs were initiated and supported to become retailers
selling branded consumer products, predominantly soaps and
detergents. For HLL, the motive was two-pronged: on the one
hand they were supporting rural livelihoods and on the other, it
was a well thought out strategy to access the rural market,
especially the smaller hamlets with a population of 1500-3000.

Some points/questions to be noted:

e The activity was taken by the individual and not the group.
More of individual entrepreneurship rather than social
entrepreneurship.

e 231 women entrepreneurs are earning through this
intervention. Individually, if they do business for around
Rs.15,000, they can earn Rs.800 to Rs.900 per month.

e Livelihood promotion has happened with a small group of
people and the investment in that group has been huge.

e The state’s investment in terms of giving credit etc. has
not been documented.

e Performance on social indicators has not been documented.

e HLL is increasing rural accessibility to these consumer
products.

e To what extent do branded products improve the quality of
life, self-perception and dignity?

"7 the case study was discussed during the workshop, and some of the issues which
emerged from the discussion have been appended to the case study.



Questions to be asked about the Shakthi project in the
context of livelihoods:

Has it led to an increase in the income of households?

Has it led to a reduction in expenditure compared to what
the members were spending earlier?

Has it led to an improvement or deterioration in the quality
of life?

Has it improved self-perception and led to greater self-
dignity of the individuals/groups involved?

Is the sustainability market-based or donor based?
Enterprise building is present, but has livelihood promotion
really happened?

Highlights of the intervention in the context of livelihood
promotion

Project Shakthi has contributed to income generation.

The livelihood intervention is not linked to the state for
meeting its expenditure. Since it is market-based, a degree
of sustainability has been built into it.

There is no data to suggest that there has been no
improvement in the quality of life.

There is a possibility that HLL has impacted the
consumption pattern of the people. Substitution has been
noticed, but spending on essential items has not come
down.

231 people’s livelihoods have been promoted, and they are
playing larger retailing roles then they had earlier. To that
extent, may be the self-perception of these women has
been enhanced.

The expenditure-saving is probably understated, as it
seems to be leading to a larger expansion of the retailing
role of the women, thereby saving on the consumption cost
of the people. HLL may be reducing the buyer’s transaction
cost by helping the SHG women dealers to stock other
related non-competitive products like oil, rice and pulses.
With 60 milk pourers, if Velugu claims to have done
livelihood promotion, then with 231 women HLL can also
claim to have done livelihood promotion.
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Areas of concern:

Lack of positive feeling among the other SHG members
towards this member who has turned entrepreneur.

HLL’s actions could have a social cost. Has that been taken
into account in the economic calculations?

If HLL is piggy back riding on an already existing social
structure, which has taken time and investment to build,
how is it paying for this?

Is HLL eroding a social structure? Does the SHG not stand
for more than credit and thrift? What happens to the fabric
of social capital? Is it right to incentives and use the skills
of the leader, which have been built up over years, to just
promote certain products?

Current saving is Rs.5 per member for every Rs.100 that
s/he spends on these products. What needs to be examined
is what the consumer was spending on these products
earlier? How is this expenditure met?



A CASE STUDY

WATERSHED PLUS
APPROAGH OF APRLP

Case study authors
Mr. N. L. Narasimha Reddy , Chief Executive Officer, PLG
Mr.P. Narendra, Team Leader, Water Resources , PLF
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Background

Watershed development programmes therefore have been
implemented in India, particularly in Andhra Pradesh, on a
large scale. There are different set of guidelines based on the
departments that implement like NWDPRA, DPAP etc. Several
bilateral agencies have also been supporting the programme on
a significant scale involving various Government and non
government agencies.

GOAP initiated watershed development programmes in the
early 1980s on a small-scale for development of rain fed areas.
From 1994 onwards, efforts went in a big way into this
programme and a large amount of resources have been
invested in order to cover all rain fed areas of the State.

The programme was launched in October 2000 and grounded in
five drought prone districts of Andhra Pradesh, viz., Anantapur,
Kurnool, Mahabubnagar, Nalgonda and Prakasham to initiate
activities in 500 new watersheds and work with 2,000 on-going
and completed watersheds, distributed equally. Natural
resource development activities taken up in new watersheds
(500) with livelihood or watershed ‘plus’ activities in ongoing
and completed watersheds along with new watersheds (2500)

The project intended to follow the national watershed
guidelines and pilot
new approaches to The project has 4 main components with overlap and
help GoAP identify : synergy between them:

POhCy Changes to A. Watershed based sustainable rural livelihood
increase impact on caa

rural poverty. The B. Capacity building for primary and secondary

approach aimed to stakeholders,

h elp reduce C. Exploration of innovative approaches to enhance
overall impact of the watershed programme

poverty and D. Lesson learning and policy influence

vulnerability to

drought,  through
land rehabilitation, improved farming practices, social
mobilisation, employment and non-land based income
generation. Sequencing initiatives to match progress in
capacity building and examining ways to maximize access or
involvement by the poor are two distinct features.




The programme takes its origin from the Sustainable Rural
Livelihoods (SRL) Strategy based on the analysis of capital
assets. The capital assets are natural, physical, social, human
and financial, from which rural poor make up their livelihoods.
Besides agriculture production the project aims at
interventions to strengthen the capital addressing non
agricultural livelihood needs, non land based income
generating activities and access to health and education
services.

Envisaged Outputs From The Programme

1. Productivity of land and water sustainably and livelihood
initiatives equitably increased in 500 watersheds

2. Higher incomes and employment opportunities (Land and
non-land based) created for the poor in 500 watersheds

3. Capacities of GO/NGOs/ PRIs enhanced to support
secondary stakeholder’s watershed based rural livelihoods
for poor women and men in 2,500 watersheds

4. Community capacity enhanced for the integration of equity
and gender concerns in resource management in 2,500
watersheds

5. Innovative approaches tested to enhance the overall
impact, equitable sharing of benefits and the sustainability
of watershed plus approach

6. Approaches developed (land and non-land based) and
replicated widely

7. Policy strengthened to ensure greater impact for women
and the poorest with more effective working partnerships
between Government and NGOs.

Watershed programmes have been implemented in the
Prakasam district since 1995. APRLP is being implemented in
the district in 100 new watersheds covering 14 mandals and 400
ongoing and completed watersheds spread over 38 mandals.
500 watersheds are being implemented in 482 habitations.

Implementation Strategies

APRLP interventions are in three types of watersheds namely,

new, ongoing and completed watersheds. New watersheds are
those where the all the interventions are supported including

natural resources development, community organization,
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