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Executive Summary

1. Introduction

1.1. SHG movement proved to be the most effective antipoverty and women empowerment tool in the country. Currently there is an all round interest in, and support for, the promotion of SHGs. As a result the number of SHG-bank linkages increased from mere 255 in 1992-93 to 2,238,525 in 2005-06 and loan amount grew from Rs.2.9 million to Rs.113.97 billion. Its impact is amazing both in economic and social fields. However there are areas for concern such as low quality; uneven development across the states, regions, communities, families and members; uncertainty about sustainability and social cost.

1.2. Rajasthan is the land of contrasts within and a unique state among Indian states. It has largest area and lowest density. It has desert, greener belts, hills and plains. The state is home to green revolution peasantry and subsistence farmers; traditional artisans and trading empires; and nomadic herders and stall-feeding dairy farmers. People prefer to be self-employed rather than wage labour.   

1.3. Though NGOs started SHG work some time ago and developed good models, the real thrust for SHG movement come in late 1990s with the entry of DWCD as a promoter. Estimated number of SHGs in the state is around 150,000, of which, DWCD alone promoted over 2/3rds. The state is catching up the advanced states in terms of numbers of bank linkages, however, the average loan size is quite low Rs.24,126 in the state, i.e. 47.4% of national average. Low average loan size partly reflects the low quality of the groups. There are alarming inter district inequalities in the bank linkages ranging from 147 in Jaisalmer to 10,045 in Ajamer in March 2005. The loan amount varies from Rs.3.43 million in Karauli to Rs.247.65 million in Ajamer.  

1.4. To catalyze the orderly development of SHG/ mF in Rajasthan, CmF was established in Jaipur in February 2005. To get research inputs for its action plan for next few years, CmF took up this study in collaboration with APMAS, with financial support of CASHE program of CARE India.

1.5. The objectives of the study are to explore quality issues in SHG/ mF, identify constraints, assess capacity building needs, enumerate resource institutions, point out gaps and provide inputs for CmF action plan.

1.6. Sample covered in the study includes 202 functioning SHGs from 89 villages, from 15 blocks of five districts. The districts covered are Bharatpur, Bhilwara, Dungarpur, Jalor and Bikaner. Data was also collected from 14 FGDs, 30 bank managers, 27 block level officials, 8 NGO heads and 16 district level officials including bank officials.

1.7. As sampling is done purposively, generalization of findings need to be done with care.

2. Profile of sample members, groups and promoters

2.1. Currently there are 2,416 total members in 202 sample SHGs. Majority of members are from poor and vulnerable communities such ST, SC, BC communities, landless and marginal farmers, non-farm labour, illiterate, living in Kuchcha houses, from BPL, etc. Proportion of sample members from vulnerable communities/ families is more than that of their share in state. It implies that SHG movement is focusing on really poor. 

2.2. Average size of sample groups is 12, it vary from 11 in Bharatpur, Bikaner and Jalor to 15 in Dungarpur. Majority of groups 67% are neighbourhood groups, followed by economic class groups 55% and social class groups are 43%. About 55% of groups are of below three years. Majority of the groups in Bharatpur and Bhilwara are of age 3 years and above. Majority of Dungarpur groups are of less than 3 years old. 

2.3. In the sample of 202 groups, 123 are promoted by DWCD, 67 are by NGOs and 12 by ZP. Nearly 50% groups have banks at less than 5 km. Majority of groups is situated over 20 km away from the block headquarters with exception of Bharatpur. Majority of groups have bus facility within one kilometer distance except in Dungarpur.

2.4. Proportion of presidents is more from OC, primary level educated, agriculture and employees categories compared to their membership. 

2.5. The sample groups have three types of promoters, viz. DWCD, ZP and NGO. One of the objectives of the study is to look into quality of groups as per SHPIs. DWCD is major promoter using its vast ICDS infrastructure. ZP is primarily focusing on SGSY loans. NGO promoted groups in the sample are promoted by 10 different NGOs. Of these five NGOs promoted five and above number of sample groups. These are LUPIN, PEDO, URMUL, PRAYAS and RIPROD. Among these, PEDO’s major activity is SHGs, URMUL is trying to bring SHGs to the centre of their all other activities, LUPIN is mixing its SHPI and MFI roles and PRAYAS and RIPROD are new to the field.  

2.5. The extent of training provided by SHPIs and its outreach is quite inadequate. Duration of most of the trainings is less than a day, in majority cases only leaders participated and there is not much dissemination.

3. Quality of groups through grades

3.1. Out of 202 sample groups, 30% are ‘A’ grade, 50% are ‘B’ grade and 20% are ‘C’ grade. District-wise, in Bhilwara 40% of groups are ‘A’ grade, 35% of groups of Bikaner, 33% of groups in Dungarpur are ‘A’ grade groups.

3.2. Highest percentage of groups is in ‘B’ category in the initial years, i.e. up to 4th year. Nearly 40% groups are in ‘A’ category between one and three years. After 4th year the number of groups in ‘B’ grade tend to move either to ‘A’ or ‘C’ categories. Here it is observed that majority of groups have moved to ‘A’ category. It implies that the quality of groups is positively correlated with the age. But in this study only functional groups were covered. The sample bias might have influenced the observed trend.

3.3. The overall performance of NGO promoted groups is better in terms of grades. Among NGO groups 31.3% are ‘A’ grade, 55.2% are ‘B’ grade and 13.4% ‘C’ grade compared to GO groups of 28.9%, 47.4% and 23.7% respectively.

3.4. Among select NGOs, 100% groups of PEDO are ‘A’ grade, followed by URMUL 47%, PRAYAS 20%, LUPIN 17% and RIPROD 14%. Combining of SHPI and MFI roles might be causing low quality of LUPIN groups.

3.5. In terms of infrastructure, i.e. distance to bank, block headquarters and bus point, the quality seems higher when the distance is least and also maximum. Correlation between high quality and least distance is expected, but not the positive correlation between high quality and longest distance. It could be because that when groups have to travel a lot, only serious groups/ members would join and remain in the business.     
3A. Quality of groups through systems

3.6. Though the groups have norm of monthly meeting and usually report that they are conducting monthly meeting, in reality the frequency of meetings is quite less than monthly in most of the cases. 

3.7. As actual number of meeting are quite less, the reported information regarding venue, date and time of meeting, transactions in the meetings, etc should not be taken at face value. However conducting night meetings in Bhilwara, at members house in rotation in PEDO groups are useful hints for quality enhancement.

3.7. There are norms related to attendance 31% groups, related to savings 42% and loan related 34%. However, very few of them are implementing.

3.8. Over 55% groups maintain all their transactions in one book. Remaining groups are maintaining minute book plus one or other records. Among other records saving ledger 34.2% groups and loan ledger 30.2% are more common. In all 47% groups have members’ passbook.

3.9. In 60% cases records are kept with leader and in 28.2% cases with SHPI. In 62% cases records are maintained by SHPI staff and in 24.3% cases, leaders maintain the books. The real situation is a bit fluid as the leader and SHPI’s staff is one and the same in majority of DWCD groups.

3.10. Only 13 groups have change in their leadership.

3.11. In total 155 members (i.e. 6% of original total members) dropped from 25% of groups. In older groups of 6 plus years, the dropout is highest 30%. In ZP promoted groups the drop out is 9% compare to overall drop out of 6%.

4. Financial transactions 

4.1. Almost all groups following monthly thrift norm. The average thrift is Rs.41. Predominant rates of saving is Rs.20 and odd (42.1% groups), Rs.50 and odd in 30.2% groups. Total cumulative saving of sample groups is Rs.2.7 million. The average cumulative saving per groups is Rs.13,380, varying from Rs.8,400 in ZP promoted groups of Bhilwara to Rs.30,439 of NGO promoted groups in Dungarpur.

4.2. In total Rs.1.8 million or 66% of cumulative saving is kept as idle funds. Apart from inefficiency on the part of leadership and SHPIs, bankers ‘illegal’ practice of impounding savings and also linking loan amount to the bank balance at the time of sanctioning of loan are contributing for accumulation of huge idle funds.

4.3. In the total 75% groups have bank linkages, of these 10 groups got SGSY loan. Out of ten SGSY groups seven are in Bhilwara, two in Bharatpur and one in Jalor. Five groups of each of DWCD and ZP got SGSY loans. The average loan size of 10 SGSY groups is over Rs.300,000, which is almost 10 times of other groups’ average loan size. 

4.4. Majority of groups got smaller loans, 12% got loans of less than Rs.5,000, another 23% got between Rs.5,001 to Rs.15,000 and another 37% got between Rs.15,001 to Rs.30,000.

4.5. In the sample 151 groups (75%) got cumulative loan amount Rs.8.49 million. These groups got loan amount equal to 3.7 times of their cumulative saving.  It varies from 1.7 times to 21.7 among district-wise and SHPI-wise categories.

4.6. Sample groups have over Rs.4 million as loan outstanding to banks and at the same time 44% of that amount as idle fund. This is a cause for concern.  

4.7. Currently 59% of members have loans from their groups and it varies from 27% in NGO groups of Jalor to 95% of NGO groups in Dungarpur. In total 1,751 loans worth of Rs.8.04 million are being given to the members. The average loan size per members is Rs.6,337. It varies from Rs.1,250 in ZP groups of Dungarpur to Rs.17,440 in ZP groups of Bhilwara.

4.8. In total 1.18 times of current bank loan amount is being given as loans to the members. It varies from 0.24 times in ZP groups of Bharatpur to 2.61 times of NGO groups of Dungarpur.

4.9. Though the DWCD and ZP groups got large loan amounts, the NGO groups lend money more efficiently to their members.

4.10. Majority of general loans, which are normally small, are distributed on need basis and almost all SGSY loans were distributed on equity basis. This is in sharp contrast to the practices observed elsewhere in the country. Lack of interest in bank loans on the part of some members could be the reason for need base lending. Equal distribution of SGSY loans could be the beginning of the end, i.e. a signal for possible winding up of the group.

4.11. Overall 29% of loanees have overdue to their groups. It varies from zero in ZP groups of Bhilwara and Dungarpur to 63% in NGO groups of Bharatpur.  In terms of amount, 10% of loan amount is overdue. Again it varies from zero in ZP groups of Bhilwara to 55% of DWCD groups of Bharatpur. It is interesting to note that ZP groups of Bhilwara have highest average loan amount per member and have no overdue. It implies that when loan size goes up, the members’ repayment behavior improves. This is obviously the result of increased repayment capacity.  The possible reasons for highest percentage of defaulters in NGO groups of Bharatpur could that the concern NGO (LUPIN) might be totally focusing on its own mF activities. 

4.12. Low percentage of overdue amount compared to the percentage of defaulters suggests that average overdue amount is quite small. It was also observed that majority of defaulters and bulk of the overdue amount is confined to a few groups. It implies most of the groups do not have the problem of default. Low default in some cases, e.g. Jalor groups, may be due to small number of loans. In some other cases (4% of groups), members are borrowing from other sources including from money lenders to repay the loan installment.

4.13. Analysis of profits reveals that profits reflect existence or absence of checks and balances in group and can be considered as one of the powerful quality indicators. From PEDO’s experience it can be deduced that distribution of dividend every year could be an effective tool for increasing the involvement of primary stakeholders in group’s functioning.

4.14. By introducing dividend distribution system along with additional saving products, SHGs can attract a larger percentage of household savings.

5. Impact of SHGs

5.1. Saving habit is the most widely felt economic gain, followed by easy access to credit, free from money lender, increase in family income and employment generation in that order.

5.2. Among districts, relatively more number of groups from Bhilwara experienced economic gains followed by Bharatpur and Dungarpur. Large number and amounts of loans might have contributed for better performance of Bhilwara groups. Practice of using saving for internal lending might also contributed. Bharatpur groups’ out performance of Dungarpur groups could be because of good micro-enterprise promotional activity of LUPIN and better market access.

5.3. Though accessed large loan amounts, many ZP groups’ experience in accessing credit is not encouraging compare to other promoters’ groups. Only 17% of ZP groups experienced freedom from money lenders.

5.4. Among caste groups, higher percentage of ST groups positively responded for economic indicators, apart from three minorities group. This is an
 encouraging sign. However, SC, the other vulnerable groups, experience is not that good compare to BC and OC groups.

5.5. It seems that overall district-wise impact on social development and gender equity broadly follows the economic impact pattern. Among listed indicators, ‘increase in confidence’ is more widely realized, as many as 63.4% groups positively responded to this indicator.  Decision making and group solidarity are second and third widely felt benefits. Less dependent on others and leadership qualities are also experienced benefit by about half of the sample groups. 

5.6. Majority of secondary stakeholders feel that SHGs have significant impact on women empowerment, medium impact on household income and employment and negligible impact on health and education matters.

5.7. It appears that participation in SHGs saved members’ families from slipping down the economic ladder during prolonged drought conditions.

5.8. The participating bank branches also experienced positive gains. Though branch managers realized those benefits, yet many of them are feeling if not treating SHG lending as social service.

6. Constraints

6.1. The analysis reveals three kinds of constraints that hampering balanced and quality growth of SHGs in the state. These are structural constraints, strategy related constraints and operational related constraints.

6.2. The structural constraints include widespread habitats, very high level of female illiteracy, cultural practices, predominance of agriculture, migration, fatalistic mentality, etc. Use of IT and introduction of flexible saving products and repayment options can help to overcome some of these constraints.

6.3. Strategy related constraints include emphasis on numbers, SHPIs taking main role and relegating members’ role to mere beneficiaries, not reflecting on, and learning from own experiences, no mechanisms to make the members to own the group, ignoring inbuilt strengths of SHG, etc.

6.4. Operational constraints include misinformation and false promises, group operations at the convenience of leaders and SHPIs, absence of checks and balances, inappropriate incentive structure for NGOs and field staff of GO-SHPIs,  combining SHG promotion with non-compatible activities like own mF, absence of user-friendly books, etc.

6.5. Banks related constraints include tedious procedures, small size loans, higher social cost of loan process, obsession with production loans, loan Melas, impounding of savings, uncertainty, SGSY impasse, etc.

6.6. Enormous dearth of human resources in primary and secondary stakeholders is the major constraints.

7. Capacity building needs and resource institutes

7.1. All SHPIs should be made to understand the fallacies in their current SHG promotional strategies and help them to overcome those. This is the major capacity building need in the state. Once the SHPIs change their promotional strategies, promotion of SHGs and facilitation of their functioning become an easy task for the field staff. The field staff should be made to understand that their role is limited to facilitation only.  

7.2. Banks should be made to understanding that lending to SHGs is not a social service but the core banking business. Banks should also be made to understand that practices such as impounding of saving, impounding of a part of loan amount and not paying interest on impounded amount, etc are not only detrimental to the growth of SHGs but also to  the image and business of those banks. 

7.3. Primary stakeholders do need trainings in various aspects of SHG and new livelihood options. However under current cultural practices, women may not be able participate in training programs that involve night stay outside their own village. Therefore, to the extent possible, trainings should be made at decentralized level. At least training venues should have secure and comfortable facilities for women.

7.4. Current resource institutions include NABARD, SRTT, WSHI, national NGOs like BASIX, DHAN Foundation, BAIF, etc, and State NGOs like ARAVALI, PEDO, members and resource persons of Sa-Dhan and CBOs like Sakhi Samithi. Though primarily to promote their own business private banks, insurance companies and other kinds of companies are in the field of promotion in their own way. 

8. Agenda for CmF

8.1. Obtaining a conducive environment for healthy growth of SHG should form an important part in the action plan of CmF. Towards this CmF may have to undertake research into dynamics of various constraints, promote a network with all key players in the sector and bring out a news letter for the benefit of primary stakeholders.

Quality Issues in the Microfinance Sector in Rajasthan

CHAPTER – 1: INTRODUCTION

1.1. SHGs in India 

SHG movement proved to be the most effective antipoverty and women empowerment tool in the country. Because of this reason, various state governments and the central government found that SHGs as effective partners in providing services like implementation of watershed program, midday meals, public distribution systems (PDS) and various poverty reduction programs. International donors also found SHG as effective partners in disaster preparedness and recovery operations (Wilson, Kim, 2002).
Currently there is an all round interest in, and support for, the promotion of SHGs. As a result the number of SHG and number of SHG-bank linkages are growing at phenomenon pace in recent years in India as a whole in most of the states.  According to the NABARD website, that in every hour more than 400 women is joining in the SHG movement. Bank linkages grew from mere 255 in 1992-93 to 2,238,525 in 2005-06. In these women groups constitutes over 90%. During the same period loan amount grew from Rs.2.9 million to Rs.113.97 billion. In the program, 501 banks and 41,082 branches are participating. Of these 47 are commercial banks, 124 are RRBs and 330 are cooperative banks. The program reached 32.98 million families in 572 districts in 31 states and Union Territories. The average loan size is Rs.50,913 per SHG and Rs.3,637 per member/ family. 

If the growth rate of SHG-bank linkage is impressive, its impact is amazing. Reviewing existing SHG-bank linkage studies Seibel, H. D. (2005) and Tankha, Ajay, (2002) pointed out, that SHG members realized major increase in assets, income and employment. In the borrowing patterns a shift has been observed over time from consumption loans to loans for income generating purposes. Increased savings and capital formation improve the self-financing capacities and improved their risk absorption capacity and made them less vulnerable. Access to formal finance has substantially reduced dependency on informal money lenders and has diminished capital costs. The financial services and their impact on incomes also raise the capacities of SHG members to increase their household expenditure for basic needs such as better nutrition as well as for education and health (Seibel, H. D., 2005) 

Membership in SHGs is contributing substantially to human capacity building and women’s empowerment. The women members have become more competent and more self-confident; they also are participating in family decision-making. By creating opportunities for communication and co-operation among group members, SHG membership and active participation in group affairs has improved capacities for problem solving (Ibid). It also resulted in more women’s participation in local politics and elections (EDA Rural Systems and APMAS, 2006).

SHG lending helped many participating bank branches to improve their operational margins. As SHG lending is carried without any additional investment or working capital, it helped in optimum utilization of existing capacity. Overall recovery rate is over 95% (NABARD, 2005). In a study Seibel, H. D, and Harishkumar R. Dave (2002) found that in some branches, non-performing loans to SHG are zero compare to overall non-performing loans of 2.6% to 18% and in case of agriculture term lending, the non-performing loans are as high as 62% in those branches. Majority of RRBs have turn around from the brink collapse during last decade.  SHG lending played a crucial role in turn around of some of these banks if not all.
   

1.1.1. Major Concerns:

At any standard the rate of expansion of SHG lending in India and its impact is phenomenal. At the same time, it is a well known fact that target driven approaches largely contributed for the current growth. Target oriented approaches are not limited to the state governments only. Even some banks have target oriented approaches.  Target driven approaches became both strengths and weakness of the SHG movement in India. The way various official agencies, departments and public sector banks operate in India present growth of SHGs would not have been achieved without a strict target driven approach. On the negative side because of targets, SHGs were formed without proper awareness and capacity building and at times groups are formed only on paper.  Banks also sanctioned loans to blatantly very low quality groups albeit nominal amounts say a thousand rupees as loan to meet the targets.  The very fact that only about 15% of bank linked SHGs are getting second time bank linkage indicates the overall poor quality of SHGs and SHG-bank linkage in the country.
 Apart from overall quality problems, other serious shortcomings are:

· Widespread inequalities in the development of the sector.  

· Big uncertainty about sustainability of SHGs.

· Social cost of SHGs and bank linkage

The first two are well recognized but the third is yet to be acknowledged and analyzed. 

1.2. SHGs and Bank Linkages in Rajasthan

1.2.1. Rajasthan the State

Rajasthan the land of Rajas (kings) and Ranis (queens) is also the land of contrasts within and very special state among the states of Indian union. It is India’s largest state with a total geographical area of 342,239 square kilometers. The population of Rajasthan is over 56 million (2001), with a density of 165 persons per square kilometer. The proportion of Scheduled Caste (SC) population is 17.2% and Scheduled Tribe (ST) population is 12.4%. More than 60% of the area is desert, with diverse physiography ranging from desert and semi-arid regions of Western Rajasthan to the greener belt east of the Aravallis, and the hilly tribal tracts in the Southeast. Set within this diverse geographical terrain, Rajasthan encompasses a wide range of livelihoods. The State is home to, on one hand, prosperous “Green Revolution” peasantry in Ganganagar, and, on the other hand, subsistence farmers in Dholpur. Other contrasts are between the small artisans engaged in traditional crafts and the trading empires of the Marwari community, as well as the nomadic herders of sheep and camel to the dairy producers relying on stall-fed milch cattle.  Unit cost of providing basic services is very high in the state owing to widely dispersed habitats.

Rajasthan is deficient in water resources. Because of inadequate coverage of irrigation potential, particularly protective irrigation in rain-fed areas, animal husbandry is a more stable source of livelihood than farming. Poverty rates in Rajasthan are in sharp contrast to national rates. While rural poverty in the sate is significantly lower than that of national average, the urban poverty is significantly higher than that of national average. Proportion of self employed in both rural and urban areas 79% and 51% respectively are significantly higher than those of national rates of 58% and 42% respectively. Unemployment rates 0.4% in rural areas and 1.8% in urban areas are significantly lower than national rates of 1.8% and 5.2% respectively. Agriculture, which employs majority of working population, is stagnant. In contrast there has been a boom in the off-farm sector as far as income generation is concerned. As men migrating to non-farm sectors like mining, quarrying, construction, etc agriculture increasingly becoming responsibility of women. Other social and economic infrastructure is also deficient.

Rajasthan is one of the most conservative states in the country, where gender disparities are conspicuous. Female literacy rate is one of the lowest in the country. Proportion of male and female workers employed in non-agriculture sectors is 44.8% and 16.8%. Proportion of female cultivators among total female workers 67% is three to four times higher than that of other states. The proportion of female cultivators is in the state is significantly (10% points) higher than that of males in the state. Among all other states in the country, only Haryana has similar picture, but the difference is small.   

1.2.2. SHGs in Rajasthan
Rajasthan has long and rich experience in SHG movement. PRADAN initiated SHGs in late 1980s and federation in 1993 in Krishnagar Bas block of Alwar district. PRADAN promoted federation known as Sakhi Samithi proved to be one of the most successful models in the country. Similarly PEDO started work on Mahila Mandals in mid 1980s and transformed into SHGs latter on in Dungarpur district. Recently PEDO started systematically the federation work with technical support from DHAN foundation.  URMUL Trust started SHG work in Bikaner district long ago. However, the real thrust for the SHG moment came with the entry of DWCD in the promotion activity in late 1990s. DWCD has been using its vast existing infrastructure of ICDS program to promote SHGs in the state. By March 2006, DWCD promoted 109,998 SHGs in the state. This group of SHGs constitutes about 2/3rds of total estimated SHGs in the state. 

Though Rajasthan started late in the SHG movement and bank linkage program, it is quickly catching up in terms of numbers. Rajasthan share in bank linkages increased from 3.1% in 2003-04 to 6.2% in 2005-06. In cumulative linkages also the share increased from 3.1% to 4.4%. But scenario is not that rosy in terms of loan amount, in which the state’s share increased from 1.8% to 2.1%. In fact the average cumulative loan amount per SHG as percentage of national cumulative average loan amount has declined from 58.9% in 2003-04 to 47.4% in 2005-06. The same for current average amount has declined more steeply from 45.4% to 35.1% (Table – 1.1). 

	Table – 1.1: Trends in Bank Linkages in Rajasthan vis-à-vis India

	Year


	SHGs Linked
	Amount in Rs. Million
	Average loan size in Rs.

	
	During the year
	Cumulative


	During the year
	Cumulative


	During the year
	Cumulative



	2003-04
	11,104
	33,846
	258.7
	721.3
	23,298
	21,311

	2004-05
	26,160
	59,906
	672.3
	1,393.6
	25,700
	23,263

	2005-06
	38,165
	98,071
	972.5
	2,366.1
	25,481
	24,126

	Rajasthan figures as % of India figures

	2003-04
	3.1
	3.1
	1.4
	1.8
	45.4
	58.9

	2004-05
	4.9
	3.7
	2.2
	2.0
	46.3
	54.6

	2005-06
	6.2
	4.4
	2.2
	2.1
	35.1
	47.4

	Source: For Rajasthan Malhotra, R. 2006 and for all India www.nabard.org as on June 20, 2006


Low loan amount is one of the indicators, not necessarily the only indicator, for low quality of SHGs. It also reflects lack of awareness and/ or apathy on the part of bank branch officials. DWCD, which contributed immensely for the growth of SHGs in the state, is appeared to be the major cause for low average loan amount. Out of total 98,071 groups, which got bank linkage in the state, 56,697 are DWCD groups (Pradhan, Veena 2006). But these groups got total loan amount of Rs.1050.3 million (ibid) out of Rs.2,366.1 million sanctioned in the state. The average loan amount of DWCD groups is Rs.18,525, compare to that of other promoters’ groups of Rs.31,798. 
Out of total 3,034 bank branches in rural and semi-urban areas in the state, 2,095 are participating in SHG program. Of these 962 out of 1,631 are commercial banks, 938 out of 1013 are RRBs and 195 out of 330 are DCCBs (Malhotra, R 2006). Out of total 59,906 bank linkages by March 2005, RRBs share is 25,898 and DCCBs share is 8,776. Out of total loan amount Rs.1,393.6 million as on March 2005, RRBs’ share is Rs.633.84 million and DCCBs’ share is Rs.207.8 million.    

Average number of SHGs linked per district is little over 1,000 in March 2004. It has increased to about 2,000 by March 2005 and over 3,000 by March 2006. However there are alarming inter district disparities in bank linkages. By March 2005, the cumulative number of SHGs got credit linked is as high as 10,045 in Ajamer district, whereas it is only 147 in Jaisalmer district compared to districts’ average number of about 2,000. Similarly the cumulative loan amount is also as high as Rs.247.65 million in Ajamer and as low as Rs.3.43 million in Karauli district. The number of credit linkages is around two times to districts’ average in Alwar (4,685), Bhilwara (4,635), Tonk (4,104) and Jaipur  (3,953) and Jodhpur (3,750). The lowest linkage districts are Jalor (229), Nagaur (310), Dholpur (339) and Karauli (365).
1.3. Centre for Micro Finance (CmF)

The secondary data and information that available from different sources clearly indicates that overall quality of SHGs is poor in the state and there are marked inter-district/ regional variations and the sector needs support for capacity building and obtaining conducive environment. SRTT, which is playing an important supportive role in promotion of SHG/ mF in the state, asked Prof. V. S. Vyas to recommend institutional structure to be promoted in the state for catalyzing the orderly development of the mF/ SHG in the state. After reviewing the existing situation and expected changes in SHG movement/ mF in the state, Prof. Vyas (2005) recommended for setting up of an autonomous nodal institution with the following objectives:
· to help in coordinating and channeling actions and programs of various stakeholders – government departments, banks, civil society institutions,

· to strengthen micro credit movement in Rajasthan, and 

· impart strength to the grassroots organizations and Groups. 
Following his report the Centre for Micro Finance (CmF) was set up at Jaipur in February 2005 to widen, deepen and upscale the mF movement in the state. Since then the centre is quickly emerging as an important resource institution for SHG movement and mF sector. It is offering capacity enhancement services to government departments, bankers, NGOs and SHGs. It is focusing on generating resources internally through ‘services for fee’ policy. The services that are being offered include quality enhancement services, piloting innovations, market research, designing of mF products, impact assessment studies, monitoring and evaluation studies. Idea incubation is another activity of the center. Under this activity CmF has planned a workshop to design suitable micro insurance interventions and mF services for migrants during 2006-07. The center is rapidly emerging as important knowledge hub in mF by collecting, compiling and making available all mF studies, government policy documents, success stories and other relevant experiences. Yet another area the centre took up is networking and collaboration. Under this head, CmF carrying activities like building of SHG database, email discussion groups, etc.
1.4. Present study

To understand the current status of SHG movement through a rigorous research in the state and finalize its action plan for next few years, the CmF has taken up the present study entitled ‘Quality issues in the microfinance sector in Rajasthan’ in collaboration with APMAS, Hyderabad.  The CmF got financial support from CASHE Project of CARE India for this study. 

1.4.1. Objectives of the study

The study is aimed at generating a roadmap for addressing capacity building and growth related requirements in the SHG movement in Rajasthan, besides generating baseline data on quality of different microfinance organizations. The study proposed to explore: 
· The quality issues of SHGs, SHG federations, promoters, banks in the SHG movement. 
· Issues constraining improvement in quality, growth and spatial distribution. 
· Capacity building needs. 
· Current sources of technical services. 
· Possible strategies for addressing emerging gaps and the role of CmF therein.

1.4.2. Sampling Design

Major criteria applied in selection of sample units are:

· Locations with higher number of functioning SHG - to identify the operational problems of functioning groups.

· Variations in geographical, social and economic conditions.

· Diversity in SHPIs.

· Operational needs of CmF.

1.4.2.1. Selection of districts

For this study five sample districts were selected representing the geographical, historical, cultural, social and economic diversity of the states. These districts were purposively selected. One of the criteria for selection of sample districts is pilot program of CmF, which is being taken up in Bhilwara, Bikaner and Dungarpur districts. The study covers all these three districts. Apart from these three, Bharatpur and Jalor districts were selected which have relatively very high and very low number of bank linkages in the state respectively. These two districts also bring balance to the sample. Five sample districts represent five administrative divisions and diverse socio-economic condition of the state. 

1.4.2.2. Selection of blocks

In each sample district, three blocks with maximum number of SHGs having bank account were selected. If the information regarding bank account is not available, the criterion of maximum number of SHGs is taken. Among blocks with highest number of SHGs/ bank account groups, diversity of SHPIs was also considered, i.e. even if a particular block has a few less number of SHG/ bank account groups but has NGOs as SHPIs, it is selected. It was assumed that as majority of SHGs in the state are being promoted by the government agencies, government departments promoted SHGs are expected to be there everywhere but NGO promoted groups may not be obtained easily. Therefore special emphasis was given for the presence of NGOs while selecting the block.

1.4.2.3. Selection of villages

It was planned to select five villages from each of selected blocks. Of these are three were to be large villages and two were to be small village. For this purpose, one large village and one small village with highest number of SHGs/ bank account group were short listed on each of the four directions to the block headquarters. The research team visited short listed villages in random order gathered information from first five villages. If the functioning groups are not availability in required number the remaining short listed villages in the block were visited and data was collected. The same process was applied in every block. Though the number of originally fixed villages is 75, the research team visited more number of villages and collected information from 89 villages. 

1.4.2.4. Selection of sample SHGs

In each sample village two or three most active
 SHGs were selected depending upon the size of the village. Among all active SHGs groups with different SHPIs were selected. Social and other diversities were also considered while selecting SHGs.

While selecting SHGs in every village SHGs of different SHPIs are deliberately selected in order to study variations across the SHPIs. As a result the composition of sample groups in terms of SHPIs may not reflect SHPI-wise total groups in the state.

The above description clearly indicates there is some element of randomness in the selection, though sample was drawn purposively.
1.4.3. Sample size

The present study has covered 202 SHGs in 89 villages of 15 blocks in 5 districts in the state of Rajasthan. Of the total 81 individual interviews, the study team has conducted 16 at district level, 27 at block, 30 at bank branch level and 8 are with heads of NGOs. The district officials include AGM of NABARD, CEO of Zilla Parishad, Project Director or Asst. Project Director of Women and Child Development, Lead Bank District Manager, Chairman of Regional Rural Bank. Block Development Officer, Community Development Project Officer, Bank Manger were interviewed at block level. Interviews with heads of NGOs which have been promoted SHGs were conducted at district or block level depending upon their presence and availability. Out of 15 sample blocks, focus group discussion (FGD) was conducted in 14 blocks in one of the three large villages of each block. In Sanchare block of Jalor distrct, FGD could not be conducted because of non availability of groups, other than sample groups in any of the sample villages. Table -1.2 gives the number of interviews and the persons interviewed at district and block level and the heads of NGOs in each district.  
	Table – 1.2: Number and category of Interviews and Focus Group Discussions Conducted

	Item\ District
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Number of Blocks 
	3
	3
	3
	3
	3
	15

	Villages/ hamlets 
	15
	18
	19
	19
	18
	89

	District level official 
	2
	4
	4
	2
	4
	16

	Block level officials
	5
	5
	6
	5
	6
	27

	Bank branch managers
	6
	6
	6
	6
	6
	30

	Number  of NGOs 
	2
	1
	2
	1
	2
	8

	Number of FGD 
	3
	3
	3
	2
	3
	14

	Number of SHGs
	38
	41
	42
	42
	39
	202


1.4.4. Data collection techniques

Both qualitative and quantitative data were gathered from primary as well as secondary sources at all levels by using quantitative and qualitative data collection techniques. An interview schedule was prepared to obtain the data from SHGs through group discussion/Focus group discussion/Individual interviews. It covers SHG members’ profile, savings details, external sources of funds, internal lending, meetings, book-keeping and sustainability of the group. Structured Interview Schedule was prepared to know the SHPIs vision and mission, level of efforts and the nature of inputs they are providing to the SHGs issues relating to SHGs, strategies for overcome the problems to achieve the targets. Checklists were prepared to conduct structured individual interviews with NGO heads, District Officials and Bankers and focus group discussions with SHGs. 
A research team consists of 9 members – 6 Research Investigators and 3 Research Supervisors two from APMAS and the other from CmF has formed to conduct fieldwork. The team has collected the field date during February and March 2006 under guidance and supervision of the Study Coordinator. 
1.4.5. Limitations and problems of data collections

One of the criteria adopted in selection of districts is pilot program of CmF. For this purpose Bhilwara, Bikaner and Dungarpur were purposively selected. The scope of study is limited as it focused on active SHGs only. 

While collecting data the research team encountered some serious problems. These include:

· Non availability of secondary data.

· Non existence of listed SHG in some of the villages and which forced the research team to visit more number of villages than originally planned.

· Non-availability of officials at district and block level due to transfer and posts being vacant are other serious problems. 
· In many cases the in-charge officers do not have complete information. 
· In few cases the officials could not give sufficient time to the research team to note down the points and go through systematically the check list. 
· Some banks could not furnish the required data because that they are in process of computerization of data. 
These factors lead to overrun of cost and time of the study. The research team could not complete the interviews with secondary stakeholders as planned. The data collected from banks could not be rigorously processed owing to number of gaps.
1.4.6. Data analysis

The data collected from the field was processed using two software packages viz. Excel and SPSS. Quantitative information was cross tabulated to know regional, social and economic dimensions of each variable and its association with other factors.  Qualitative information was used in the interpretation of the quantitative data. Using information gathered for select variables in the SHG schedule, NABARD’s CRI was prepared.  Using the CRI, all 202 sample SHGs were graded into three categories ‘A’, ‘B’ and ‘C’. The variation in the quality of groups was analyzed with respect to SHPIs, districts, social and economic category, infrastructure, etc.  

1.5.5. Structure of the report

In chapter 2 profiles of sample districts, members, groups and promoters are discussed. Quality of SHGs and related issues are discussed in chapter 3. It also covers disaggregated analysis regarding performance of groups with respect to select systems related parameters. Groups’ financial transaction such as saving, idle funds, bank linkage, loans to members, repayments, defaults and profits, distribution of income are covered in chapter 4. Impact of SHG is analyzed in chapter 5. In chapter 6 various constraints, which are hampering the quality and balanced growth of SHG in the state are enumerated. Chapter 7 list outs various resource institutions that servicing the SHG program in the state. Future agenda for CmF is described in chapter 8.      

Chapter – 2: Sample Districts, Members, Groups and Promoters

2.1. Profile of sample districts

The state could be broadly divided into three geographical zones - desert and arid zone of western part, plains of east of Aravali hill range of eastern part and hill track of south-central part. Out of five sample districts two districts, viz. Bikaner and Jalor are situated in desert/ arid zone and two, viz. Bharatpur and Bhilwara are belonging to plains of eastern part and Dungarpur is located in hilly area of south central Rajasthan. Northern part of the state that bordering with Punjab, is the hub of green revolution in the state. It also experienced the white (milk) revolution. Bikaner, located in the northern part, is highly developed district among the sample districts, especially in terms of Human Development Index (HDI) and Gender Related Development Index (GRDI). As per other developmental indicators, Bhilwara is second developed district in the sample followed by Bharatpur, Jalor and Dungarpur. Dungarpur is not only least developed district in the sample but also in the state as a whole.
 Its rank in HDI is last in the state and rural poverty is highest. According to the Planning Commission’s estimate poverty, especially rural poverty is very low in the state. But as per state government’s estimate the percentage of people below poverty line (BPL) are significantly high. The proportion of BPL families, especially in rural areas, is two times of poverty rates in plain districts of Bharatpur and Bhilwara and more than three times in western districts, Bikaner and Jalor.  There are very significant variations between male and female literacy rates especially in rural areas.

2.2. Profile of SHG members 

2.2.1. Membership

Data from 202 SHGs have been collected for this study. Total current members of these groups are 2,416. Total members in these groups at the time of their formation were 2,496. Of these, 22 members were replaced
 in 13 groups, 155 members dropped
 from 53 groups and 75 new members subsequently joined 
in 29 groups. Socio economic characteristics of the members are given at Table – 2.1. 

2.2.2. Social category
Backward caste members (37%) are numerically dominant. ST with 26.3% of members and SC with 22.2% members are second and third numerically dominant groups (Table – 2.1). ST is heavily concentrated in Dungarpur. Five out of every six members in the district are ST members. Again in the whole sample of 636 ST members, 512 belong to Dungarpur. SCs are relatively well spread among five districts. Their proportion is high in the western districts of Bikaner and Jalor. In Bikaner, SCs constitute about half of total members, BC constitutes about 2/5th and OC constitute about 12%. BCs are dominant groups in Bharatpur, Bhilwara and Jalor.  Compared to the overall population figures of the sample districts and the state as a whole, more number of SC and ST members are covered in the sample. It implies that SHGs in Rajasthan largely consist of downtrodden communities. It is a heartening feature.
2.2.3. Martial Status:

About 85% members are married women, about 12% are from women headed household and 2% are unmarried (Table – 2.1).  Highest number of women headed households is in Bharatpur district followed by Bikaner and Dungarpur.  It is observed that most of the members are belong to middle age and above category. This could be because of cultural factors, which inhibit young women from going out of their homes.

2.2.4. Literacy levels of members:

About 49% members are illiterates and over 36% members are neo-literates, who can only sign. Illiteracy is highest with 56.6% in Dungarpur closely followed by Jalor with 56.1% and Bikaner with 53.7%. Though illiteracy is lowest 25.6% in Bhilwara, the neo-literacy is as high as 55% in the district (Table – 2.1).  Because of wide spread illiteracy, educated members are most sought after for the leadership of the groups. 

2.2.5. Economic Category:

APL and BPL members are almost equal in the sample. Compared to total BPL families in the sample district, the sample consist higher proportion of BPL families. It again shows that SHG program in the state is positively discriminated for the poor. However, there is a significant inter district variations. Dungarpur alone accounts for about 50% of BPL members in the sample. In the district, five out of every six sample members are from BPL category.  It may be recalled that majority of members in Dungarpur are ST. It implies that majority of BPL families belong to ST community. 

2.2.6. Type of house:

Over 51% of members have Kuchcha
 houses and about a third of members own Pucca
 houses. This factor again indicates the positive aspect of SHG coverage in the state and Dungarpur in particular. Kuchcha houses are predominant in Dungarpur 80.3% and least in Bharatpur 19.8%.  Over 69% of members have Pucca houses in Bharatpur, the same is 7.3% in Dungarpur.

2.2.7. Primary Occupation
:

Largest occupation group in the sample is non-farm labour, consists of 33.7%.  On the other hand, only 26% of members are from cultivating families. According to the census 2001, only 12.5% of rural female workers are engaged in non-farm labour and over 70% are cultivators. This variation again indicates the positive discrimination of the program. But there are other possible explanations. As mentioned earlier that there is boom in non-farm activities in the state like mining, quarrying, construction, leather industry, etc. Men are migrating in a large numbers to these sites (UNDP, 2002). Probably the households might have categorized themselves as non-farm labour instead of agriculture. Yet another possible reason could be that some of the members from cultivator families, whose incomes are seasonal and irregular, might have become defunct especially in the backdrop prolonged drought conditions. Inter district variations confirm these hypotheses that migration is predominant in Dungarpur and Jalor, where cultivator members are 27.1% and 11.5%. In Bikaner cultivator members are 13.9%, where number of defunct groups found to be as high as 40%. 
2.2.8. Landholding Pattern:

In terms of landholding pattern, over 60% of members are from marginal landholding category, 20.5% are from landless category and over 10% from small holdings category. There are significant inter-district variations. Landless members are very high in Bikaner 34.7% and Jalor 34.1%. It is lowest with 5.2% in Dungarpur. Marginal landholding families are over 80% in Dungarpur and lowest with 45.2% in Bikaner. Relatively more small and medium landholding family members could be found in Bharatpur and Dungarpur. Positive discrimination is more apparent in Bikaner and Jalor, where SHG program started lately and government departments are playing more dominant promotional role.    

	Table 2.1 -District-wise Socio-economic Profile of SHG Members

	In percentage

	Category
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Social Category

	Scheduled Tribes
	13.0
	7.8
	83.5
	5.8
	1.3
	26.3

	Scheduled Castes
	19.1
	17.8
	8.3
	25.2
	45.9
	22.2

	Backward Castes
	52.7
	53.3
	5.5
	50.7
	33.8
	37.0

	Minorities
	0.5
	0.6
	0.0
	2.3
	4.0
	1.4

	Open Categories
	14.7
	20.5
	2.6
	16.0
	15.0
	13.1

	 Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100

	Marital Status

	Unmarried
	1.4
	1.3
	1.5
	4.3
	1.1
	1.9

	Married
	70.8
	91.3
	89.9
	88.7
	79.6
	84.8

	Widowed
	27.5
	7.2
	8.3
	7.0
	18.8
	13.1

	Divorced/Separated
	0.2
	0.2
	0.3
	0.0
	0.4
	0.2

	 Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100

	Educational Levels 

	Illiterates
	38.6
	25.6
	56.6
	56.1
	53.7
	46.8

	Neo-literates(can sign)
	36.2
	54.8
	33.1
	28.6
	29.1
	36.3

	Primary
	8.2
	7.6
	2.4
	7.9
	9.4
	6.8

	Upper Primary
	9.7
	8.9
	4.1
	5.8
	5.4
	6.5

	Higher 
	5.3
	1.3
	2.3
	0.6
	1.1
	2.1

	College(above 10th)
	1.9
	1.9
	1.5
	1.1
	1.3
	1.5

	 Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100

	Economic Category 

	BPL
	24.2
	39.7
	84.0
	43.1
	42.1
	49.4

	APL
	75.8
	60.3
	16.0
	56.9
	57.9
	50.6

	 Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100

	Type of House

	Hut
	2.4
	3.0
	0.3
	6.6
	2.0
	2.7

	Kuchcha
	19.8
	40.8
	80.3
	57.4
	45.2
	51.2

	Asbestos/thatched
	1.4
	6.3
	12.1
	11.3
	0.0
	6.7

	Pucca/RCC
	69.1
	42.9
	7.3
	20.0
	47.7
	34.8

	Other
	7.2
	7.0
	0.0
	4.7
	5.1
	4.5

	 Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100

	Primary Occupation

	Agriculture
	42.8
	35.7
	27.1
	11.5
	13.9
	26.0

	Animal Husbandry
	4.3
	6.6
	4.1
	3.8
	0.0
	3.8

	Ag. labour
	17.9
	15.6
	13.9
	16.6
	17.7
	16.1

	Tradition/caste occupation
	3.4
	5.3
	3.3
	7.7
	1.8
	4.3

	Non-farm labour
	18.8
	27.7
	36.5
	42.2
	40.7
	33.7

	Seasonal Business
	0.5
	1.5
	1.5
	0.0
	0.0
	0.7

	Job-Private/Govt.
	4.3
	4.0
	7.2
	11.1
	10.5
	7.5

	Petty Business
	4.3
	2.5
	0.7
	3.4
	3.4
	2.7

	Small Enterprise
	0.5
	0.6
	0.2
	0.9
	0.9
	0.6

	Other
	3.1
	0.4
	5.7
	2.8
	11.2
	4.7

	 Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100

	Landholdings

	Landless
	16.4
	17.1
	5.2
	34.1
	34.7
	20.5

	Marginal holding
	57.5
	50.3
	80.1
	61.6
	45.2
	60.3

	Small holding
	16.4
	15.6
	6.9
	2.3
	12.1
	10.3

	Medium holding
	8.7
	12.9
	6.5
	1.9
	4.0
	6.8

	Large holding
	1.0
	4.0
	1.3
	0.0
	3.4
	1.9

	Very large holding
	0.0
	0.0
	0.0
	0.0
	0.7
	0.1

	 Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100


One surprise in membership profile is that female employees in government and private sector, whose share in rural female workforce is nominal, constitute over 7% in the sample. It is observed that Anganwadi workers, who are promoting SHG at the village, joining the groups and invariable taking over the leadership role. This factor might have contributed for the over representation of employees in the sample.    

Practices like more than one woman from the same family taking membership in one SHG, one individual taking membership in more than one SHG were noticed in the study area. Similar practices are noted by other studies and reports (see e.g. Murthy, Laxmi 2002).
2.3. Profile of SHGs

2.3.1. Size of groups

Average membership is 12. Highest membership is 15 in Dungarpur. In Bhilwara the average size is 12 and in other three districts average membership is 11.  Among type of promoters NGO promoted groups average size 13 vis-à-vis 12 of other two promoters. Average size of NGO promoted groups in Dungarpur is 20 (Table – 2.2).
	Table – 2. 2: District-wise and SHPI-wise average size of the groups

	SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	DWCD
	10
	12
	13
	11
	11
	12

	ZP
	12
	14
	13
	12
	
	12

	NGOs
	11
	13
	20
	11
	12
	13

	Total
	11
	12
	15
	11
	11
	12


2.3.2. Homogeneity

Majority of the groups 67% are neighbourhood groups. Given scattered habitations, this could be the only a feasible strategy. Second predominant homogeneity criterion that I s noticed is economic category, i.e. BPL or APL members. Out of 112 groups, which meet economic category criterion 71 are BPL groups and rest is APL groups.  Homogeny BPL groups are formed basically to access SGSY and other subsidy schemes. Relatively less number of groups 87 (43%) meet social category norm, i.e. groups of SC, ST, BC, etc. In other words majority of groups are caste wise heterogenic groups. This is contrary to the experience elsewhere in the sector and it is a progressive trend.
 One of the reasons could be scattered habitations (Table – 2.3). 

	Table – 2.3: Homogeneity of Groups

	In Percentages

	Category
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Economic class
	68
	63
	57
	55
	35
	55

	Neighborhood
	84
	65
	48
	67
	75
	67

	Social class
	40
	23
	86
	21
	45
	43


2.3.3. Age of Sample SHGs

About 55% of sample groups across five districts are of age of less than 3 years.  As the state started late in SHG movement and target approach has been adopted recently this is expected.  Maximum number of groups of less than three years, is in Dungarpur district followed by Bikaner and Jalor. On the other hand majority of the groups in Bharatpur and Bhilwara are of more than 3 years age category (Table – 2.4). Bharatpur and Bhilwara have number of NGOs, who initiated the program earlier than other three sample districts.  
	Table – 2.4: District wise distribution of SHGs according to the age

	
 In percentages

	Age
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	 Total

	Up to 1 year
	2.6
	2.5
	19.0
	28.6
	22.5
	15.3

	1-2 years
	15.8
	15.0
	23.8
	19.0
	27.5
	20.3

	2-3 years
	21.1
	17.5
	33.3
	9.5
	12.5
	18.8

	3-4 years
	13.2
	15.0
	7.1
	4.8
	7.5
	9.4

	4-5 years
	42.1
	35.0
	9.5
	23.8
	20.0
	25.7

	5-6 years
	5.3
	10.0
	4.8
	11.9
	2.5
	6.9

	6 + years
	 
	5.0
	2.4
	2.4
	7.5
	3.5

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


2.3.4. Infrastructure:

2.3.4.1. Distance to Bank:

Important factor, which is expected to have a large impact on overall functioning of SHGs is distance to the bank. Only 11% groups have banks within their habitat/ village, 38% of groups have banks within a radius of 5 km, 25% of groups have to travel between 5 to 10 km to get the service of the bank, 20% groups have to commute between 10 to 20 km and 5% groups have to travel over 20 km. What is surprising is that most of SHGs in western districts have banking service at less than 5 km compared to other districts. In fact Jalor district has 23.8% groups have banking service at their door step (Table – 2.5).  

	Table – 2.5: Distribution of SHG according to the distance to bank

	In percentages

	Distance in KM
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total 

	Within village
	2.6
	15.0
	7.3
	23.8
	5.0
	10.9

	0.1-5
	36.8
	40.0
	22.0
	42.9
	50.0
	38.3

	5.1-10
	42.1
	25.0
	31.7
	11.9
	17.5
	25.4

	10.1-20
	18.4
	20.0
	29.3
	16.7
	15.0
	19.9

	20.1-40
	 
	 
	9.8
	4.8
	12.5
	5.5

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


2.3.4.2. Distance to Block Headquarters:

The distance to block headquarters is expected to have far more influence on the performance of the groups as normally many of the SHPIs have their important functionaries stationed at block headquarters. More than half of total SHGs are located beyond 20 Km radius from the block headquarters. This percentage is highest in Jalor 78.6%, followed by Dungarpur 66.7% and Bhilwara 60% and it is least in Bharatpur 18.4%.  Over 55% groups in Bharatpur are located between 10.1 and 20 Km range. Overall, more than 70% groups are situated beyond 10 Km, the only exception being Bikaner (Table – 2.6). Inclusion of Bikaner Rural block in the sample could be one of the reasons.

	Table – 2.6: Distribution of SHGs as per distance from block headquarters

	In percentages

	Distance in km
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total 

	Within
	 
	5.0
	4.8
	 
	5.0
	3.0

	 < 5 
	2.6
	 
	9.5
	2.4
	17.5
	6.4

	5.1 to 10 
	23.7
	15.0
	4.8
	 
	15.0
	11.4

	10.1 to 20
	55.3
	20.0
	14.3
	19.0
	7.5
	22.8

	 > 20.1 
	18.4
	60.0
	66.7
	78.6
	55.0
	56.4

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


2.3.4.3. Distance to Bus Point

Majority of groups are well connected to the bus point in all but Dungarpur districts. About 20% groups have bus facility within their habitat. In this regard Bhilwara is favorably placed with 32.5% groups having bus facility in the village itself. About 2/3rds of groups in Bikaner and almost half of the groups in Bharatpur have bus facility within less than a kilometer distance Table – 2.7. More urbanization and presence of Bikaner Rural block in the sample appear to be having positive impact on bus facility in Bikaner district.

	Table – 2.7: Distribution of SHGs as per distance from bus point

	In percentages

	Distance in KM
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total 

	Within
	7.9
	32.5
	16.7
	26.2
	15.0
	19.8

	 < 1 
	47.4
	35.0
	21.4
	31.0
	65.0
	39.6

	1.1 to 2
	15.8
	20.0
	14.3
	7.1
	10.0
	13.4

	2.1 to 5
	10.5
	10.0
	31.0
	26.2
	7.5
	17.3

	 > 5.1 
	18.4
	2.5
	16.7
	9.5
	2.5
	9.9

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


2.3.5. Promoter-wise Groups: 
Out of total 202 sample SHGs, 123 are promoted by DWCD, NGOs promoted 67 and ZP 12 (Table – 2.8). Relatively more number of SHGs promoted by NGOs was selected to study the influence of different types of NGOs on SHGs promoted by them. Variations expected in the NGOs are (1) Size of NGO, (2) Partnership with the Government departments, (3) Type of services provided by the NGOs, and (4) Compatibility with other functions of the NGOs. Higher representation of NGO promoted SHGs in Bharatpur and Bikaner is the result of two blocks viz. Kumher block of Bharatpur and Kolayat block of Bikaner, where DWCD is collaborating with two NGOs LUPIN and URMUL respectively. In a sense the SHG in these two blocks could be considered as DWCD’s groups. If these groups are considered as DWCD groups, then the number of groups promoted by five select NGOs would roughly comparable in the sample.
	Table – 2.8: Number of SHGs promoted by different SHPIs

	Number

	Promoter
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	DCWD 
	10
	31
	32
	28
	22
	123

	ZP 
	2
	2
	1
	7
	0
	12

	NGOs
	26
	7
	9
	7
	18
	67

	Total 
	38
	40
	42
	42
	40
	202


2.4. Profile of Leadership

Almost all SHGs appear to be leadership centered groups. Because of illiteracy, cultural factors, preoccupation with household and productive activities, the groups find it extremely difficult to select leaders. As a result Anganwadi worker (AWW) and Anganwadi Assistant (AWA) become leaders in most of the DWCD promoted groups. In Bharatpur, AWW and AWA are playing an active role in SHGs promoted by NGOs (LUPIN). One can find instances of one person leading more than one group.
 Apart from these AWW and AWA are also acting as president and treasurer in some groups. Yet another practice of that president and treasurer belong to one family could also be seen in the sample groups. All these anomalies are more visible in Jalor district.
Socio-economic characteristics of presidents of groups are tabulated at Table – 2.9. Proportion of presidents from SC and ST categories is slightly less than their membership in the sample groups and that of OC is slightly higher. 

Though only 6.8% members are education up to primary level, their share in presidents is 42.1%. As one would expect that the proportion of leaders from educated category is more in all districts. 

Relatively more members from cultivating families 35.6% are presidents vis-à-vis their total membership of 26%. Second important set of leaders are of non-farm labour category 19.8%. But, compared to their share in the membership, significantly less proportion of members are leading their groups. In Dungarpur district 33.3% of presidents belong to the non-farm labour category, which is close to this category’s share in membership in the district. Though non-farm labour constitute over 40% of membership in Jalor and Bikaner, their share in leadership is below 20%. But the share of leadership from employees’ category is higher than their membership by a quarter in Bhilwara, over two times in Dungarpur and Bikaner, about three times in Bharatpur and about four times in Jalor.  As discussed earlier AWW and AWA are assuming leadership of the groups. 

	Table – 2.9: Profile of Presidents of sample groups

	In percentages

	Category
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total 

	Social Category

	ST
	13.2
	10.0
	83.3
	4.8
	2.5
	23.3

	SC
	13.2
	20.0
	9.5
	14.3
	45.0
	20.3

	BC
	47.4
	45.0
	4.8
	57.1
	35.0
	37.6

	OC
	26.3
	25
	2.4
	23.8
	17.5
	18.8

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	Occupation

	Agriculture
	57.9
	42.5
	35.7
	11.9
	32.5
	35.6

	Non-farm labour
	10.5
	20.0
	33.3
	19.0
	15.0
	19.8

	Employees
	13.2
	5.0
	11.9
	42.9
	25.0
	19.8

	Agriculture Labour
	5.3
	5.0
	9.5
	9.5
	7.5
	7.4

	Petty Business
	5.3
	7.5
	 
	11.9
	10.0
	6.9

	Others
	7.8 
	20.0 
	9.6 
	4.8 
	10
	10.5

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	Literacy level

	Illiterate
	15.8
	12.5
	4.8
	16.7
	12.5
	12.4

	Neo-literate
	28.9
	25.0
	14.3
	23.8
	20.0
	22.3

	Primary
	23.7
	37.5
	66.7
	45.2
	35.0
	42.1

	Primary +
	31.6
	25.0
	14.4
	14.3
	32.5
	23.3

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	Economic Category

	Below Poverty Line
	26.3
	40.0
	90.5
	42.9
	42.5
	49.0

	Above Poverty Line
	73.7
	60.0
	9.5
	57.1
	57.5
	51.0

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Non availability of the suitable persons for the leadership is major problem for groups, which compel the AWWs and AWAs to takeover the leadership responsibility. The SHPIs and members look for persons, who can travel out of the village and deal with banks and official, for leadership. As majority of women perceive that they do not have these qualities and time to spare, they are not offering themselves for the leadership. As the result there is hardly any rotation in the leadership even in well functioning groups. 

In majority of groups leaders are selected on the basis of consensus.  A second important criterion is proposed by SHPIs. SHPI seems to be playing dominant role in the selection of leaders in Bharatpur and Bikaner and all members consent is predominant practice in Dungarpur, Jalor and Bhilwara. 
2.5. Profile of SHPIs

One need not emphasize the importance of SHPIs in a state like Rajasthan, where women are relatively more discriminated in terms of education and mobility. The sample SHGs has three types of promoters, viz. DWCD, ZILLA PARISHAD (ZP) and NGOs. Among three, first two are government agencies. 
2.5.1. DWCD

DWCD is major promoter. It has promoted over hundred thousand SHGs. It has very elaborate network in the state. The structure of DWCD is  - at district level it is headed by District Director (DD), at block level by Child Development Project Officer (CDPO), at sector level by Lady Supervisor (LS) and at village level Anganwadi worker (AWW). One Anganwadi worker is available for every 1,000 population. Anganwadi workers, who play an important role in the formation and functioning of SHGs, have very low educational level ranging from illiterate to below 10th class. The Anganwadi helper, known as ‘Sahayogini’ (henceforth as AWA) also assists AWW in SHG activities. 
DWCD has been working strictly on target basis for promotion of SHGs and bank linkages.  Invariably it resulted in poor quality of groups. At times AWW and AWS resort to forceful formation of groups, impersonate to dropped out members, create fiction groups to meet their targets. The focus group discussions revealed that Lady Supervisor forced the SHGs to have bank linkages. In few cases she forced the members to repay the loan amount within two months.
 It is not difficult to imagine the motive behind such practices, i.e. to meet her and bank targets. Some of the higher officials are aware of these practices and admitted to the present research team that DWCD as a whole not properly geared for this task. There is no budget support to take up awareness and capacity building activities at local level. Low salary structure adds to the problem. Staff members at all level are looking for trainings regarding SHG work. DWCD recognized these problems and promoted an institution known as Women Self-Help Institute (WSHI) in 2005 to provide training and technical advice to its staff, who is involved in SHG promotion.
2.5.2. ZP

Though ZP also has an elaborate structure up to the village, it is not able to promote SHGs on the scale of DWCD. According to available estimates, ZP might have promoted about 10,000 SHGs. The village secretary, who supposed to play an important role in promotion of SHGs, is preoccupied with a number of development programs and administrative matters of the village. A helper known as ‘Satin’ was provided to the village secretary to help him/ her in SHG related matters. Unlike DWCD, whose mandate is ‘women’, irrespective of economic category; ZP is focusing on women of BPL families only. 
It is believed that by default DWCD is focusing on APL groups and ZP is focusing on BPL groups. Both DWCD and ZP are taking the services of NGOs in promotion and sustainability of SHGs.

2.5.3. NGOs

NGOs have long and rich experience in the promotion of SHGs. However, the number of NGOs working in SHG sector appeared to be limited. According to the informed estimates, NGOs might have promoted about 15,000 SHGs in the state. NGOs are promoting SHGs with the support from different sources. These include, their donors, NABARD, ZP, DWCD and Rastriya Mahila Khosh (RMK). ARAVALI, a prominent NGO in Rajasthan, has information about 127 NGO working in the state. Out of these 39 are working on SHGs. NABARD has partnership with 104 NGOs in the state for promotion of SHGs (Malhotra, R. 2006). Apart from these RMK is also extending financial assistance to a few NGOs every year. Among RMK supported NGOs, LUPIN is the major NGO. It received Rs.5 million in 2002-03 and Rs.8 million in 2004-05.

Out of total 202 sample SHGs, 67 are promoted by ten NGOs. But sample coverage is limited to one SHG of each of three NGOs and two SHGs of each of two NGOs. These five NGOs were ignored in disaggregate analysis of SHG grades and other issues. Remaining five NGOs promoted five and above number of sample SHGs. These five NGOs are – LUPIN, Bharatpur – 24, URMUL Trust, Bikaner  – 17, RIPRO, Jalor – 7, PEDO, Dungarpur – 6 and PRAYAS, Bhilwara – 5. A brief description about each of these five NGOs is given below.

2.5.3.1. LUPIN, Bharatpur: The LUPIN Human Welfare and Research Foundation (LUPIN) was established in 1988. It is one of the largest NGO in the state sponsored by a private company of the same name. It works for rural transformation. Its major thrust is on skill up-gradation and micro-enterprise promotion to enhance incomes of rural poor. Till March 2006, LUPIN promoted 1,401 SHGs with aggregate saving of Rs.26.95 million. LUPIN is a NGO-MFI, carrying its own mF activities along with regular bank linkage and internal loan activities. Till March 2006, LUPIN got Rs.29.85 million from RMK and Rs.9.44 million from SIDBI for its mF work. Members of LUPIN promoted groups got Rs.111 million loan amount in 21,168 individual loans (Paliwala, B 2006). Of these 43% of loans and 49% of loan amount is under MFI activity and remaining under regular SHG activity. 
SHG members revealed in the FGD that grassroots workers of LUPIN primarily concentrate on MFI activities and repayment of LUPIN loans. Repayment of bank loan installments and internal loan installments are not given enough attention. Mixing up of MFI and SHG appears to be dampening the SHGs functioning.
2.5.3.2. URMUL Trust, Bikaner: Upper Rajasthan Milk Union Limited (URMUL) was established to take care of milk producers of the region. It has taken up a number of activities for the benefit of the people in the region. It has promoted a number of satellite organizations to be close with the primary stakeholders. Its SHG work began in 1995. SHG has been taken up as a strategy to run other programmes and projects of URMUL Trust in long run. URMUL believes that SHGs should not jump to micro-enterprise initially rather it should go step by step saving; internal lending; bank linkage; and finally micro-enterprise. URMUL also believes that to make income generation (IG) activity a success, it should not be seen as development programme but as a commercial programme. The organization apparently has very clear understanding and good strategies to attain its mission.
2.5.3.3. RIPROD, Jalor: Research Institute of Plenary Rural Development (RIPROD) was established in 1992. It began its operations with education program and gradually added new programs. Currently RIPROD runs three broad programs viz. Basic Needs program, Strengthening of Livelihoods and Basic Rights.  In the beginning of this century, RIPROD, besides addressing women’s rights, felt for the need to develop strong federation of women groups, which can take up issues related to gender atrocities, gender discrimination, both at the micro and macro levels (RIPROD, 2002). Its SHG program began in 2001. Up to the end of 2003, it promoted only 17 SHGs. In 2004 it promoted 50 SHGs with the financial support of NABARD.  The organization needs technical support for SHG work.  

2.5.3.4. PEDO, Dungarpur: People's Education and Development Organization’s (PEDO) focus was to build institutions for rural development and empowerment of marginalized communities and sections. It started organization of women through Mahila Mandal in late 1980s. It gradually transformed into current SHGs. Over the years PEDO experimented a lot and gained valuable experience and expertise in mF/ SHG. Recently it has started federation work with technical support of DHAN foundation. As on March 2006, it is working with about 1,000 SHGs and seven federations. Some of the good practices initiated by PEDO in group and federation functioning is given at box – 1 below. It appears that PEDO’s could be one of the best technical support organizations in SHG work in the state.
	Box – 1: PEDO’s innovations in SHG promotion

PEDO started its work with women in 1980s with Mahila Mandals. Now it started promoting SHG federations with the technical support of DHAN Foundation, Madurai.  Some good practices adopted by PEDO in SHG/ Federation promotion activities are: 

1. Group meetings take place at the house of every member in rotation.  Advantages of such practice – acceptance by male members, mutual trust among members, houses are cleaned, awareness about SHG in the neighbourhood, openness and mobility among the members.

2. In the meetings members collect saving @ Rs.100/-. Women discuss personal problems especially health issues.

3. Meetings are conducted on a fixed date.

4. At cluster level, each SHG organize cluster meeting in rotation.  Benefits – it act as training platform, members of the SHG, who organize the meeting get chance to participate in cluster meeting and learn about the process. Meetings are conducted on a fixed date of every month.

5. Each SHG is divided into four sub-groups for better collection and recovery.

6. Recovery is done by a number of people – SHG president, SHG treasurer, sub-group leader, members, who need loan and NGO workers.

7. Groups have well laid norms, which are written in their books. Elections are mandatory after 2 and half year. But 80% of leaders are continuing since inception.

8. PEDO take the services of leaders, who have not got reelected, as resource persons for new group formation work.

Source: Field data  Feb – Mar 2006


2.5.3.5. PRAYAS: Prayas Seva Samstha (PRAYAS) is one of the oldest NGOs in the state working in a few districts in the southern part of the state. It has been working on a Rights Based Approach with the excluded communities mainly on issues related to education, NRM, dalit rights, land alienation, right to food, employment guarantee act, right to information and women's empowerment. PRAYAS started the SHG work in 2001 and promoted 100 SHGs in Bhilwara district. PRAYAS needs technical and financial support for SHG and livelihood promotion works.
All five sample districts of the study are covered either one of the five select NGOs. However, the five NGOs are quite different from each other either in size, focus, length of experience in SHG, etc. PEDO’s main focus is on SHGs. URMUL, though covering a number of programs, trying to give central place to SHGs and has clear understanding about implications of social and commercial activities. LUPIN is also working on a number of programs, but it is treating SHG as an additional program. LUPIN is also working as MFI. RIPROD and PRAYAS are newly entered into SHG program. Both need technical support in mF.

Other five NGOs, whose groups are covered in the sample are (i) Consumer Unity and Trust Society (CUTS), Jaipur has two groups; (ii) Jalgrahan, Dungarpur has one group; (iii)Khadi Mandir, Bikaner has one group; (iv) Society for All Round Development (SARD), Bharatpur has two groups; and (v) Rajasthan Adivasi Sangh, Dungarpur has one group in the sample.

2. 5.1. Coverage of Poor and Vulnerable

It is assumed in the state and also in the country that NGOs normally work with poorest and vulnerable and benefits from government programs usually go to non poor. But except in case of single women, government agencies are covering larger proportion of vulnerable categories. Within government agencies, ZP has higher proportion of vulnerable sections in its membership expect ST and marginal farmers’ categories.

2.5.2. Experience in SHGs

NGOs have long experience in SHG program. Out of total seven sample SHGs of six plus years in the sample, four are being promoted NGOs and out of 14 SGHs of 5 to 6 years age, six are being promoted by the NGOs.

2.5.3. Type and extent of inputs provided by SHPIs

Groups were asked what kind of input they received from their respective SHPIs. To facilitate the groups to respond, three sets of indicators were provided. These are: 

(a) Basic orientation – it includes:

(1) Concept of SHG, 

(2) Group process, 

(3) Self management, 

(4) Book keeping, 

(5) Government programs, 

(6) Federation concept, 

(7) Financial management, and 

(8) Others.

(b) Livelihood promotion – it includes: 

(1) Skill based training, 

(2) micro-enterprises, 

(3) Agriculture, 

(4) Non-farm sector, and 

(5) Others; and 

(c) Social development – it includes: 

(1) Health, 

(2) Nutrition, 

(3) Gender, 

(4) Women’s rights, and 

(5) Others. 

Obviously these are illustrative lists. Out of these, on eleven items at least one group received inputs. Groups response on these 11 items is presented in the graph below.  
Figure – 2.1
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	1. Concept of SHG, 2. Group process, 3. Self-management, 4. Book-keeping, 5. Government programs, 6. Federation concepts, 7. Skill based training, 8. Micro-enterprises, 9. Health, 1. Nutrition, and 11. Gender. 


From the graph it is clears that only in five areas, i.e. SHG concepts, group process, book keeping, health and nutrition at least 10% groups got training and related inputs. In SHG related inputs over 72% groups are provided with training in SHG concepts, 24.8% groups got training in group process, 13.4% groups were provided with training in book keeping and 5.4 groups got training in self management. 
To assess which groups receive what type of services and which SHPIs can provide what type of services, all services received by at least five groups are cross tabulated at Table 2.12. In total, relatively more number of groups promoted ZP got training in SHG related and social related issues followed by NGO and DWCD promoted groups respectively. Though it is mandate for ZP to provide skill based training and micro-enterprise training, it did not provide such training. Among five select NGOs, highest percentage of groups promoted by PEDO got training in selected issues. Groups promoted by LUPIN and PRAYAS got training in more number of areas.
	Table – 2.10  Type and extent of Inputs provided by different SHPIs 

	% within name of the Promoter 

	SHPIs
	1
	2
	3
	4
	5
	6
	7
	8

	Government organization

	ICDS
	69.9
	21.1
	5.7%
	14.6%
	2.4
	4.9
	30.1
	30.1

	ZP
	76.9
	38.5
	
	7.7%
	7.7
	
	53.8
	53.8

	Five select NGOs 

	LUPIN
	87.5
	16.7
	4.2
	12.5
	8.3
	
	70.8
	70.8

	PEDO
	100.0
	33.3
	16.7
	16.7
	
	
	66.7
	66.7

	PRAYAS
	80.0
	60.0
	20.0
	40.0
	
	20.0
	20.0
	40.0

	RIPROD
	85.7
	42.9
	
	
	
	
	14.3
	14.3

	URMUL Trust
	47.1
	17.6
	
	5.9
	
	
	23.5
	23.5

	Other NGOs

	CUTS
	100.0
	50.0
	
	50.0
	
	
	50.0
	50.0

	Jalgraha
	100.0
	100.0
	
	
	
	
	
	

	Kadhi Mandir
	100.0
	100.0
	
	
	
	100.0
	100.0
	100.0

	SARD
	50.0
	50.0
	50.0
	
	
	
	50.0
	

	Rajasthan
	
	
	
	
	
	
	100.0
	100.0

	Total
	72.3
	24.8
	5.4
	13.4
	3.0
	4.0
	37.1
	37.1

	Note:- 1 – SHG concept, 2 – Group process, 3 – Self Management, 4 – Book Keeping, 5 – Micro enterprises, 6 – Skill based training, 7 – health and 8 - Nutrition


Though in quantitative terms, it appears that SHPIs provided a reasonable training and other input to the groups, actually the extent of training provided and its outreach is quite inadequate. According to the information gathered by the research team, duration of most of the trainings are less than a day, in majority cases only leaders participated and there is not much dissemination. 

There are marginal variations among SHPIs specialization skills. However, it appears that Khadhi Mandir and PRAYAS can provide skill based trainings and LUPIN can provide micro-enterprise trainings.

2.6. Conclusion

· Sample districts broadly represent most of the diversity in the state. 

· Majority of members are from poor and vulnerable communities, much above their proportion in general population. It implies that the program is targeting well the poor and vulnerable. 

· However, common membership in multiple groups is a negative factor.

· Though average group size is 12, there are groups functioning with as high as 20 members. Majority of groups are below 3 years of age due to late start of target approaches. Majority of groups are situated over 20 km away from block headquarters. It implies that the chances of them getting good inputs such as guidance, handholding, monitoring and supervision are less. 

· Proportion of leaders from OC, BC communities is slightly above compare to their share in membership. Proportion of leaders from educated categories, agriculture and employees category is quite high vis-à-vis their percentages of membership. This could primarily because of non availability of volunteers from other categories.

· DWCD is overemphasizing on numbers. It could invariably lead low quality of groups. 

· Though NGO is considered as one category of SHPI, it consists of variety of organizations. Studying variations across individual NGOs may give more interesting and deeper insights. 
· In the select five NGO, one ‘NGO cum MFI’ is noticed. PEDO is a model and PRAYAS and RIPROD need capacity building.
CHAPTER – 3: QUALITY OF SHGs

SHGs need large amounts of external funds to meet their consumption and production needs. Indian banks can provide the required funds only if the quality of SHGs is good. Grading of SHGs using NABARD’s CRI
 is the most popular formal tool to assess the quality of SHGs.  The CRI basically consists of two sets of variables, viz. governance or systems related variables and financial variables. Governance related parameters are periodicity of meetings, attendance in the meetings, decision making process in the meeting, observation of norms, saving and loan installment collection methods, lending procedure, rotation of leadership, book keeping, etc. Economic parameters include periodicity and regularity of saving, use of savings for internal lending, lending rates, lending norms, regularity in loan repayment, etc. CRI is aggregate of the points scored on above described parameters. According to the aggregate score, each group is assigned grades ‘A’, ‘B’ and ‘C’.  Grade ‘A’ can be considered for loaning, grade ‘B’, capacity building is required and grade ‘C’ imply intensive capacity building is required
3.1. Grades of the Groups

Out of 202 groups, 60 SHGs (30%) are 'A' grade, 101 SHGs (50%) are ‘B’ grade and 20% are ‘C’ grade groups (Figure – 3.1). Overall grades of SHGs are reasonable compared to general impression about the groups.
 Possible reasons could be:

· Sample coverage of only (well) functioning/ active SHGs.

· Purposive selection of more NGO promoted SHGs to study the variations across the NGOs.

· Good financial transactions. There are no defaults only delays. In fact members normally prepay the loan amount in order to get subsequent loan, which usually would be a larger amount.

· Prepayments and accessing of subsequent loans imply higher loan velocity, which increases the rating of the group.

Figure – 3.1
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3.1.1. District wise distribution of grades

Maximum number of ‘A’ grade groups 16 is located in Bhilwara followed by Bikaner and Dungarpur. Higher number of ‘A’ grade SHGs in Dungarpur and Bikaner are not expected given the overall situation and macro picture of these districts such as high percentage of ST and BPL groups in Dungarpur and less intensity of banking infrastructure and low average loan size in Bikaner district. These issues would be examined in more detail later in this section. Highest number of ‘B’ grade SHGs 26 are located in Bharatpur district and relatively more number of ‘C’ grade SHGs are in Dungarpur and Jalor districts (Figure  – 3.2). 

Figure – 3.2
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3.1.2. Age wise distribution of grades:

Age of group is believed to be one of the critical variable influencing the quality and grade of a group. Groups are cross tabulated according to grades and age of groups (Figure – 3.3). Highest percentage of groups is in ‘B’ category in the initial years, i.e. up to 4th year. Nearly 40% groups are in ‘A’ category between one and three years. After 4th year the number of groups in ‘B’ grade tend to move either to ‘A’ or ‘C’ categories. Here it is observed that majority of groups have moved to ‘A’ category. It implies that the quality of groups is positively correlated with the age. But in this study only functional groups were covered. The sample bias might have influenced the observed trend.  

Figure – 3.3
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3.1.3. Quality of SHGs as per SHPIs: 

As discussed earlier the sample SHGs have three types of SHPI, viz. DWCD, ZP and NGOs. Distribution of SHGs grades according to SHPI are given at Table – 3.1. In the state as a whole about 30% of groups are grade ‘A’ groups. About 42% of groups promoted by ZP are ‘A’ grade groups. It is most surprising result compared to general impression of the research team. Coverage of less number of SHGs promoted by ZP in the sample may be one of the reasons. Another reason could be that as ZP provides SGSY subsidy, therefore it strictly scrutinizes the groups. As a result, groups, which are not qualified to get subsidy loan, usually defunct instead of getting normal bank linkage.
 Yet another reason could be that ZP might have taken help of NGOs for promotion or capacity building of these groups.
 It is worth noting here that ZP pays Rs.8,000 per SHG (of BPL) as promotional charges to select NGOs compare to NABARD payment of only Rs.1,800 per SHG (of any category) as promotional charges to SHPIs. Except high ‘A’grades of ZP, the overall performance of NGOs is marginally better than other two. Among NGOs promoted SHGs, 31.3% are ‘A’ grade, 55.2% are ‘B’ grade and only 13.4% are ‘C’ grade groups. Compared to government (GO) promoted groups NGO promoted groups are more by 2.4% points in ‘A’ grade, by 7.8% points in ‘B’ grade and less by 10.3% points in ‘C’ grade. 

	Table – 3.1: Distribution of SHGs grades according to type of SHPI

	% within Type of promoting organization 

	SHPI
	'A'
	'B'
	'C'
	Total 

	DWCD
	27.6
	48.8
	23.6
	100.0

	ZP
	41.7
	33.3
	25.0
	100.0

	GO (DWCD+ZP)
	28.9
	47.4
	23.7
	100.0

	NGO
	31.3
	55.2
	13.4
	100.0

	Total
	29.7
	50.0
	20.3
	100.0


3.1.3.1. Quality of SHGs promoted by select five NGOs
The overall quality of groups promoted by NGOs is appeared to be not significantly different from that of GO promoted groups. One of the reasons could be that NGO sector itself consists of organizations, which are quite different from each other. To illustrate the point variations in the groups promoted by select NGOs is analyzed. To assess variations across the groups promoted by five select NGOs, the groups are cross tabulated and presented at Figure – 3.5. The five select NGOs together promoted 59 out of 67 total sample SHGs promoted by NGOs. The overall quality of the groups promoted by the major five NGOs is higher than that of all NGO groups. However within the select NGOs, there are marked variations. PEDO’s promoted all six groups got ‘A’ grade. On the other hand only one out of seven groups promoted by RIPROD got ‘A’ grade. As RIPROD and PRAYAS are relatively new to SHG program, one can understand low proportion of their groups in ‘A’ category. But LUPIN has good experience in the program still only 17% of its groups are in ‘A’ category. One of the reasons could be that LUPIN has partnership with DWCD in Kumhere block of Bharatpur district for promotion of SHGs. The sample groups in the block could be promoted by DWCD and LUNPIN might have just provided support service. If that is the case all these should have been classified as DWCD groups. But the groups reported LUPIN has their SHPI. Another reason could be that combining of MFI activities with regular SHG programs might be having an adverse impact on its SHG program. LUPIN might be the cause for less than expected proportion of ‘A’ grade groups in Bharatpur district and NGO sector as a whole. Similarly PEDO and URMUL might have contributed for observed good performance of Dungarpur and Bikaner districts in terms of grades.
A part of the average performance of SHGs promoted by NGOs could be attributed to the incentive package that they receive from NABARD and ZP. NABARD provides promotional incentive at the rate of Rs.1,800 per SHG, until first bank linkage. ZP also provides incentive fee at the rate of Rs.8,000 per SHG until grounding of livelihood activities. Both last about one year. After that the groups are abandoned. This may not sustain the groups and movement. Sustained models elsewhere in the country indicate that the groups need support for three to five years and promotional cost vary from Rs.8,000 to Rs.16,000 (Thankha, Ajay 2003). 

Figure – 3.4
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3.1.4. Quality of SHGs and Infrastructure: 

Under this section distance to bank, block headquarters and bus point are considered. It is expected that if the groups are well connected, they will receive proper inputs, get proper monitoring and supervision and expected to perform well.
3.1.4.1. Distance to Bank

Bank distance is expected to be a crucial factor for SHGs growth and functioning. Grades of SHGs are divided according to the distance from bank (Table 3.2). About 41% groups, which have bank facility within their village, are ‘A’ grade groups, 50% of these category groups are ‘B’ grade groups and only 9% are ‘C’ grade. Proximity to bank would ease the operation of bank account, i.e. depositing of saving and loan amounts, applying for loans and follow up of loan application, etc. Bank officials can also easily interact with the groups and extend advices in times of need and easily remind the members, leaders and their family members about loan installment due etc. As the distance increases the quality appears to be declining with one exception of 20 Km and above category. However, the trend is not significant. About 64% of SHGs in 20 to 40 km range are ‘A’ grade groups, remaining are ‘B’ grade groups and there are no ‘C’ grade groups. It implies that when groups have to travel a lot, only serious groups/ members would join and remain in the business.

	Table – 3.2: Grading of SHGs according to distance to bank

	% within distance (in km) from bank

	Grade
	Within
	0.1 to 5
	5.1 to 10
	10.1 to 20
	> 40.1 km
	Total

	'A'
	40.9
	27.3
	25.5
	25
	63.6
	29.9

	'B'
	50
	54.5
	43.1
	52.5
	36.4
	49.8

	'C'
	9.1
	18.2
	31.4
	22.5
	 
	20.4

	 Total
	100
	100
	100
	100
	100
	100


3.1.4.2. Distance to Block headquarters 

Except within block headquarters groups and over 20 km distance category groups, it appears that quality of groups decline as distance to block headquarters increases. Highest percentage 42.2% of ‘A’ grade groups is located in the 5 Km radius from block. In this distance range ‘C’ grade groups are also lowest 15.4%, except 20 Km and above category 14% (Table – 3.3). The reason for good quality of long distance groups - 32.5% ‘A’ grade groups, 53.5% ‘B’ grade groups and 14% ‘C’ could be that when groups have to travel a lot, only serious groups/ members would join and remain in the business.
	Table – 3.3: Distribution of grades according to the distance to block headquarters

	% within Range of distance  (in KM) to block HQ 

	 Grade
	Within
	 < 5 km
	5.1 to 10 km
	10.1 to 20 km
	 > 20.1 km
	Total

	'A'
	16.7
	46.2
	26.1
	21.7
	32.5
	29.7

	'B'
	66.7
	38.5
	39.1
	47.8
	53.5
	50

	'C'
	16.7
	15.4
	34.8
	30.4
	14
	20.3

	Total
	100
	100
	100
	100
	100
	100


3.1.4.3. Distance to bus point:

Distribution of groups’ grades according to the 
distance to the bus point is given at Table – 3.4. Quality of groups is significantly high in the category of groups having the bus point within the village. The quality appears to be least in more than 5 Km distance range. Except within category groups, the relationship between distance to bus point and quality of groups is not very clear.  
	Table – 3.4: Distribution of grades according to distance to bus point

	In % within distance range

	Grade
	Within  
	< 1 km
	1.1 to 2 km
	2.1 to 5 km
	> 5.1 km
	Total

	'A'
	47.5
	23.8
	25.9
	28.6
	25
	29.7

	'B'
	35
	53.8
	55.6
	54.3
	50
	50

	'C'
	17.5
	22.5
	18.5
	17.1
	25
	20.3

	 Total
	100
	100
	100
	100
	100
	100


3.2. Performance of SHGs as per systems 

Grades are aggregate picture and do not throw the light on issues like in which areas the groups are performing well and in which areas the groups need support. To overcome these shortcoming a disaggregate analysis of groups’ performance on individual indicators is carried. This analysis goes deeper into each issue with the assistance of material collected through group discussions and interactions with the secondary stakeholders. This analysis helps to identify the problem areas for further action.  

Critical issues in SHG functioning can be grouped into two categories, viz. governance related issues and financial related issues. Governance related issues include - meetings, decision making process, book keeping, rotation of leadership, norms, sustainability, etc. Financial related issues include saving amount, collection process, frequency of saving, use of saving amount, accessing external funds, lending process, collection of installments, repayment of loans, earning on saving and rewarding members, etc. In the remaining part of this chapter governance related issues would be discussed and financial related issues would be discussed in the next chapter.
3.2.1. Meetings:
3.2.1.1. Frequency

One of the important indicators, which reflect the quality of a group, is regularity of meetings and savings. Out of 202 SHGs studied, 174 reported as having monthly meeting. Monthly meeting is predominant in all five districts. However, the discussions in FGD reveals that average number of meetings is 2 to 3 per year. Rest of the time the SHPI staff or leader collect signatures of the members in the register to show that meetings have taken place. Some of NGO staff conducts the joint meetings of all groups in the village, when they visit that village. The frequency of those meetings could be one in three or four months.  The research team collected information regarding meetings conducted during last twelve months from the records of the SHGs. 
The information regarding meetings was analyzed with respect to ‘attendance’ and ‘saving collection’. The number of meetings differs according the two criteria. According attendance in the books, 126 groups (62.4%) have 12 meetings during last twelve months and 25 (12.4%) groups do not have any meeting and remaining groups have meetings between 1 and 11. According to saving collection information in the book, 138 (68.3%) groups have 12 meetings during last 12 months and 10 (5%) groups do not have any meeting and remaining groups have 1 to 11 meetings.  Invariably the actual number of meetings is far less than recorded in the books. But there are  a few cases, though the meetings took place, they were not recorded in the books, as updating takes place with considerable time lag in some cases.
3.2.1.2. Meetings Venues

About 43% of groups meet in community place followed by leaders’ house 25% and 11% at the members’ houses. Out of 22 groups having meetings at members house 15 are located in Dungarpur. As discussed at box 1 above meetings at member’s house have certain advantages. PEDO, which is advocating for meetings at members house, is located in Dungarpur. It appears that PEDO’s practice is influencing other groups in the district. In all, 18 groups reported that they do not have any meeting. Out of these 18, 10 are situated in Jalor and five are located in Bikaner district.     

3.2.1.3. Meeting time
Most common time of meeting is afternoon. About 41% groups meet at afternoon. Afternoon meetings are more common in Bharatpur, Dungarpur and Bikaner. Most number of SHGs’ meetings in Bhilwara district takes place at night and in the morning. As the district leads in overall grades, there could be some positive correlation between quality of the group and timing of the meeting. FGDs revealed that afternoon time is convenient to Anganwadi worker, who is normally the leader of the group. By that time she completes her duty and organizes the meeting. But that time is not convenient to most of the members as they would be busy with their wage employment by that time. As a result usual attendance in the meetings is poor and the leader and other active members find it very difficult to bring members to the meeting.

3.2.1.4. Transactions in the meeting

Most of the groups 35.6% carry their transactions partly during the meetings. In Dungarpur 57.1% groups follow this practice. About 33% of sample groups carry all their transactions within the meeting. In Bhilwara as many as 63.2% groups carry all their transactions within the meeting followed by Bikaner 32.5%. Over 11% groups take decisions in the meeting and carry transactions outside the meeting. Over a quarter of groups in Bharatpur district follow this practice followed by Bhilwara 18.4%. About 37% groups carry transactions partly during the meeting, 40% of Bikaner groups, one-third of Jalor and 32% of Bharatpur groups follow this practice.  Over 20% groups take all decisions and carry all transactions outside the meeting and Jalor is leading district in this category with 35.7% groups following the practice followed by Bharatpur 23.7% and Bikaner 22.5%.
3.2.1.5. Saving collection method
Over 58% of sample groups reported that the saving are being collected in the meeting itself. In this practice Dungarpur leads with 71.4% groups collecting saving amount in the meeting followed by Bhilwara and Bikaner, where 65% groups are collecting saving amount in the meeting. What is surprising is that Bharatpur is last with only 34.2% groups following the practice. In all, over 33% groups follow door to door collection method. In this method Jalor and Bharatpur leads with 54.8% and 47.4% groups.  

Variations in number of meetings according to different norms such as attendance information, saving collection information, venue etc suggest that actual number of meetings are different from the members response or recorded in the books. The FGDs also clearly said that actual number of meetings is far from monthly. It may be surprising that when sample is drawn from most active groups, the study still find groups without a single meeting or without any saving collection during last 12 months. After scrutinizing the entire data, it was found that every group organized at least one meeting or collected one saving. It also highlights the overall quality of groups in some places. As the actual number of meetings is different from the reported number of meetings, the reported information regarding collection practice of saving and loan installment, attendance in the meeting can not be taken on the face value. However, the inter-district variations observed above can be taken as indicative trends. Night meetings reported in Bhilwara and meetings at members’ houses in rotation as practiced by PEDO groups appear to be good practices to be adopted by others. Many members in the FGD said that meeting time of afternoon is not convenient to them as they have to forego wage for the day if they choose to attend the meeting. Some members complained that they do not have information about the meeting and therefore not able to participate in the meetings. Yet another reason cited by members for not attending the meeting is that there is no agenda to discuss.
3.2.2. Group norms and practices: 

Out of total 202 groups, 62 groups have norms about attendance and out of these only 17 are practicing. Out of 62 groups, which have attendance norm, 25 are situated in Bharatpur, 17 in Bhilwara and 18 in Dungarpur. Out of 17 groups that practicing this norm, eight are in Bhilwara, five are in Bharatpur and three are in Dungarpur. However norms regarding loan repayment and saving are more common and more strictly practiced compared to attendance related norms. In total 75 SHGs have norms for loan repayment across the districts and 24 groups are practicing. Similarly 84 groups have norm regarding saving and 31 are practicing. Dungarpur leads in saving related norms and practice with 27 and 10 groups respectively. Bhilwara leads in norms and practice related to loan repayment with 26 and 9 groups respectively. In Jalor district only six groups have norms yet none of them practicing. However in Bikaner, 11 groups have norms and ten of them are practicing (Table – 3.5).
	Table – 3.5: Number of groups having norms and practicing them

	Category
	Norm/ practice
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Attendance related
	Norm
	25
	17
	18
	1
	1
	62

	
	Practice
	5
	8
	3
	0
	1
	17

	Loan related 
	Norm
	25
	26
	18
	1
	5
	75

	
	Practice
	7
	9
	4
	0
	4
	24

	Savings related
	Norm
	22
	26
	27
	4
	5
	84

	
	Practice
	6
	10
	10
	0
	5
	31

	Total sample groups
	38
	40
	42
	42
	40
	202


Among various functions of group, saving is one o the powerful indicator reflecting the group functioning and quality. Attendance can be manipulated but not savings. Loan repayment affect every member therefore there is a pressure from everyone for loan repayment but not for saving. In this way saving norm eases the work of leaders. Prominence of saving among all other norms indicates dominance of leaders in the group functioning.

3.2.3. Book Keeping:
3.2.3.1. Type of records
There is no group in the sample, which does not maintain at least one document. Recording all transactions in one book is more prominent in the sample groups. In total, over 55% groups maintain all in one book, 75% of groups in Bhilwara, 60.5% groups in Bharatpur and 57.1% groups in Dungarpur are maintaining only ‘all in one book’. Minute’s book is second popular record maintained by the sample groups 46.5%. Jalor and Bikaner leads with 66.7% and 57.5% groups maintaining minute’s book (Table – 3.6). Strictly speaking the groups maintaining all in one book should not have any other book. Remaining groups should be maintaining more than one book. Perhaps majority of remaining groups should have been maintaining minute’s book along with saving ledger and loan ledger. But total number of groups maintaining all in one book and minute’s book is more than 100% in total sample and four districts, viz. Bharatpur, Bhilwara, Jalor and Bikaner. This anomaly is largest in Jalor district. Two possible reasons are (a) that groups did not understand the question and could not give correct answers, and (b) groups deliberately giving wrong information. Either of the causes indicates poor quality of the groups.   Deliberate wrong answer seems to be important reason. E.g. in Jalor 38.1% groups reported having loan ledger, where there is hardly any lending to the members from either internal or external sources. 

	Table – 3.6: Type of records maintained by the groups

	Type of record
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Transaction sheet
	2.6
	2.5
	4.8
	2.4
	5.0
	3.5

	Savings ledger
	39.5
	22.5
	42.9
	40.5
	25.0
	34.2

	Loan ledger
	34.2
	20.0
	23.8
	38.1
	35.0
	30.2

	Minutes Book
	42.1
	27.5
	38.1
	66.7
	57.5
	46.5

	Receipts
	10.5
	
	
	4.8
	5.0
	4.0

	All in one book
	60.5
	75
	57.1
	40.4
	45
	55.4


3.2.3.2. Who maintain the books

About 62% of groups’ records are being maintained by SHPI’s staff. It is highest in Dungarpur 76.2%, Bhilwara 72%, Bharatpur 70%, Bikaner 70% and Jalor 40.4%. SHG’s leaders maintain in 24.3% case. It may be noted that in many cases SHG’s leader, in case of DWCD promoted groups, is also a SHPI’s staff. Unpaid non-members maintain records in case of 16.8% groups. In Jalor 38.1% groups records are being maintained by unpaid non-members. Probably husbands or family members of leaders and AWW might be maintaining the records in these cases.
In all 47% of groups have members’ individual pass books. Over 71% groups in Dungarpur, 63.2% groups in Bharatpur and 47.6% groups in Jalor have individual pass books. Most of the members having passbooks are keeping those with them only. As it gives clarity about their saving and other details, it may be considered as one of the important indicators for quality of the group. It is surprising that only 17.5% groups in Bhilwara have individual pass book system.
3.2.3.3. Where the records are kept

Over 60% groups keep their records with leaders, 28.2 groups keep with SHPI and rest do not have a fixed place. Record keeping at leaders’ house is more prominent in Jalor 81%, Bharatpur 65.8% and Bikaner 57.5%. SHPIs’ keep books more prominently in Bhilwara 45%, Dungarpur 31% and Bikaner 30%. It may be recalled that leader and SHPIs’ staff is common in majority of DWCD groups, the response of groups to this question is defends on subjective judgment.

The research team verified the documents and found that quality of record keeping in terms of updating and accuracy of details as average.    

3.2.4. Rotation of leadership

Almost all members perceive that leadership is a responsibility rather than authority. As there are no volunteers for leadership, there are not many changes in leadership. In few cases it might be because the leaders may be reluctant to leave their office. Out of total 202 sample SHGs, only 13 groups experienced change in leadership. Out of these, nine are in Bhilwara, three in Bharatpur and one in Dungarpur. Seven of DWCD promoted groups, five of NGO promoted groups and one of ZP promoted groups experienced change in leadership. Change of leadership does not automatically imply that it is a positive development. Leaders might have been changed because of negative reasons like misuse of funds, internal disputes and dissents.  Continuation of same leadership may not be a serious problem, if it gets reelected regularly. If there are no elections/ selection and leadership continues as a default, it is a cause for concern. What is more serious concern is absence of checks and balances on the functioning of leadership. It appears that in the sample groups the leaders are by and large given free hand in running the SHG. 

As a result misuse of funds and authority are taking place albeit in small scale and sporadically.
If not dealt in the initial stages the problem may assume a serious proportion and may derail the whole SHG movement in the state. 

3.2.5. Sustainability of Groups:

Sustainability here is defined in narrow sense of permanence. Will the groups continue perpetually is important question.  In total 155 members dropped from 25% of groups. Similar trends can be observed in other studies in the state (e.g. EDA Rural Systems and APMAS, 2006). In total, members got dropped is 6%. It is not alarming as such but disaggregating picture is alarming. Year-wise drop outs and SHPI-wise drop out positions are given at Table – 3.7. Among groups promoted in the 1990s, 30% members got dropped. Earliest groups last significant proportion of their members in all three types of SHPIs. E.g. it is 33% in NGO promoted groups, 23% in DWCD groups and 13% in ZP groups. These trends put a question mark about sustainability of groups. One of the reasons, according to the research team, is that in many cases the SHPIs give wrong information about the timeframe of SHGs. Many groups were informed that group would function for five years.
 Another most important reason could be that the members might have found it that it is not worth continuing in the SHG. If it is true the secondary stakeholders have to work a lot on this issue. Another possible reason for higher drop out in older groups, 
Among three types of SHPIs in the study, ZP groups experienced largest percentage of drop outs. It could be because of that most of ZP was formed to get subsidy loan and if the group does not get that kind of loan, members might have lost the interest and opted out of the group. Even if the group got the subsidy loan, the members might have thought that major objective of the group was accomplished and there is no need to continue in the group. 
	Table – 3.7: Year-wise and SHPI-wise drop out percentages

	Year\ SHPI
	DWCD
	ZP
	NGO
	Total

	1990s
	23
	
	33
	30

	2000
	15
	
	7
	11

	2001
	5
	13
	6
	5

	2002
	9
	0
	10
	10

	2003
	3
	18
	0
	3

	2004
	5
	8
	2
	4

	2005
	2
	8
	1
	3

	Total
	5
	9
	7
	6


3.2.6. Decision making

In overall SHPI seems to be the principal player in decision making process, particularly in issues like membership, external loans and norms setting. Members play important role in membership, meetings, setting and observing of norms, default management. Leaders play important role in bank transactions, decision about loan distribution, cash in hand etc. Family members take decisions about personal and political matters.

3.3. Conclusions

On the whole, the grades of groups are reasonable.  However, clear trends are conspicuously missing in the relationship between grades on one hand and other indicators like distance to bus point, bank, block headquarters, SHPIs and age. Dr. Vyas’s hypothesis that when program operates on target mode, individual performance at ground level have a larger impact than any other parameter on the quality of the program appears to be true here (Vyas, V. S. 2005). However, the early trends indicate that as the sector progress, the infrastructure could play an important role. Some positive correlation is observed between age and grades. This could be because of sample coverage of only functional groups. It was noticed elsewhere in the report that drop out are more in older groups which may probably leads to their defunct. Observed insignificant difference between GO and NGO groups in terms of grades could be because of: (a) Wide variations within NGO sector, (b) incentive pack given to NGOs for promotion of SHGs, (c) reclassification DWCD groups as NGO groups in Kumhere of Bharartpur and Kolayat block of Bikaner, where DWCD has collaboration with NGOs, (d) according to LUPIN groups experience that SHPIs role is not compatible with own mF activities, and (e) NGOs too need capacity building.

In terms of systems variables such as meetings, norms and practices, rotation of leadership, sustainability, decision making process, etc the quality is far from satisfactory. However, there are inter-district and inter-promoter variations. Some of these such as night meetings in Bhilwara, meetings at members’ houses in rotation in Dungarpur, etc could give useful insights for enhancement of the quality of the groups in the state.   

Absence of checks and balances on group functioning is a serious issue. Since the groups primarily deal with money, proper checks and balances are all the more important.  

CHAPTER – 4: FINANCIAL TRANSACTIONS

4.1. Savings

Saving is the centre of SHG movement. In the earlier years saving was the main source of loans. In the early 1990s, while launching SHG-bank linkage program, NABARD asserted that it is bringing a paradigm shift in rural credit from lending centre to saving centre. In this section saving related issues like thrift rate, changes in thrift rates, cumulative saving amounts, saving ranges, how the saving being used etc would be analyzed.

4.1.1. Thrift rates

Over 98% groups have monthly saving as norm. Remaining 2% groups did not report any period, therefore it is assumed that these groups are also following monthly thrift norm. Saving range followed by sample groups are given at Table – 4.1. There are four predominant rates of savings, viz. Rs.10. Rs.20, Rs.50 and Rs.100. A few groups save a little above of each of these four rates. About 52% of groups are saving Rs.10 and plus and Rs.20 and plus categories. In these categories Bhilwara leads with 65% of groups and Bikaner with 60% of groups.  In total 44.6% groups are saving above Rs.50 per month. In this category, Bharatpur with 55.2% of groups leads, followed by Jalor 52.3% and Dungarpur 50%. The poorest districts, in the sample, Jalor and Dungarpur have highest proportion of groups 19% and 16.7% with individual thrift of Rs.100 and above. In contrast, in the relatively better of districts, highest number of groups have low individual thrifts. 

	Table – 4.1: Distribution of groups as per thrift rate

	In district percentages

	Saving range
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	10 to  19
	5.3
	10.0
	11.9
	11.9
	10.0
	9.9

	20  to 29
	31.6
	55.0
	38.1
	35.7
	50.0
	42.1

	30 to 49
	7.9
	2.5
	 
	 
	7.5
	3.5

	50 to 99
	44.7
	20.0
	33.3
	33.3
	20.0
	30.2

	100 & above
	10.5
	12.5
	16.7
	19.0
	12.5
	14.4

	Total
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0


Average monthly thrift of a SHG is Rs.490 across all sample districts. It is Rs.612 in Bharatpur, Rs.407 in Bhilwara, Rs.441 in Dungarpur, Rs.630 in Jalor and Rs.490 in Bikaner. The saving amount is very low compared to overall surpluses available with the families and the amount and variety of savings the families doing. In its Cash Flow study, CmF found that 73% of families save and over 82% of saving instances are informal savings and cash in hand (CmF, 2006). Instances of saving in SHG and MFI are very limited, just 2%. About 70% of saving amount is put in banks, cooperatives, insurance companies and post-offices. Over 20% of amount is saved in informal sources including cash in hand and rest of the amount in other kinds including SHGs. The share of SHGs in total saving amount is negligible (Ibid). 

It is not difficult to imagine that households prefer formal institutions for safety and security of deposits and also for assured returns and flexible saving products.  People are also putting a part of their funds in informal saving instruments including cash in hand because of their preference to liquidity. If SHGs provide flexible saving products and reasonable return on the saving, household could take SHG as a serious mechanism for saving. Being ‘self help’ groups, the groups could have flexibility in terms of saving amount and periodicity. In the past some SHGs, elsewhere in the country, used to provide two saving products, viz. (a) voluntary saving, under which members can save according to their convenience and (b) compulsory saving, under which each member has to save a predetermined amount compulsorily. Now in the rush for numbers, almost all SHPIs gave up voluntary saving component and focusing only on compulsory and equal saving practice to keep the procedure simple. Now the very common practice is to use saving as bait to get loan. In all sample SHGs only compulsory saving of equal amount is in practice. As many members are not sure about their ability to save perpetually, they are keeping the thrift rate at bare minimum.

4.1.2. Changes in thrift rates

Out of 202 sample SHGs, 45 have changed their thrift rate. Out of these 42 have increased and 3 have reduced their saving rates. Most of the increased groups are located in Dungarpur 16, Bikaner 11 and Bhilwara 9. Main reason for increase in thrift amount is to access lager loans. Well functioning of groups might have increased the members’ interest in the groups’ activities and might have resulted in an increase in saving. Quality of groups is relatively high in the district where thrift rates have increased. In NGO promoted groups of Dungarpur, rate of increase in thrift is highest among all district-wise and promoter-wise category of groups. BPL groups are saving higher amounts and also leading in increases in thrift amount. Other reasons increase in saving cited by the groups are – repay loan amount quickly, chances of earning more money by lending groups funds to non-members, to meet members credit needs, to increase internal lending amount, development of trust among members, previously saving small amount because of variety of reasons, motivation by SHPI, to increase corpus of the group and expected to get a number of benefits. 

4.1.3. Cumulative saving

All 202 SHGs together have over Rs.2.7 million as cumulative saving as on December 2005, with average saving amount of Rs.13,380. Jalor has highest amount of cumulative saving of Rs.657,410, closely followed by Bharatpur Rs.611,126 and Dungarpur Rs.601,561. Bhilwara has lowest saving amount of Rs.375,870. In terms of averages Bharatpur has highest saving of Rs.16,082 closely followed by Jalor and Dungarpur. Bhilwara has lowest average saving amount of Rs.9,397. It may be recalled that Bhilwara has relatively more number of high quality groups compared to other districts. It indicates that saving amount may not be the prime indicator of the quality of a group. ZP groups have significantly higher average saving compared to other two SHPIs. Small sample could be one of the reasons for the observation. It may also be due to the fact that most of the ZP promoted groups look for grants and subsidies and are induced to save more and adhere the rules more systematically. The average saving amount of NGO promoted groups is significantly higher than that of DWCD (Table – 4.2). 
From the FGD it came out that in some groups, members are not aware of where the money is kept, how it is being used, whether they get any interest on their saving, etc. In Jalor one of the group’s members said that they are not aware of the purpose of their saving.  

	Table – 4.2: Cumulative and average savings of the groups as on December 2005                        in rupee

	SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	DWCD
	112,900
	283,110
	320,587
	453,350
	252,870
	1,422,817

	ZP
	72,200
	16,800
	7,020
	152,650
	
	248,670

	NGOs
	426,026
	75,960
	273,954
	51,410
	203,922
	1,031,272

	Total
	611,126
	375,870
	601,561
	657,410
	456,792
	2,702,759

	Average saving amount per SHG

	DWCD
	11,290
	9,133
	10,018
	16,191
	11,494
	11,568

	ZP
	36,100
	8,400
	7,020
	21,807
	
	20,723

	NGOs
	16,386
	10,851
	30,439
	7,344
	11,329
	15,392

	Total
	16,082
	9,397
	14,323
	15,653
	11,420
	13,380


4.1.4. Range of cumulative saving amount

Majority of groups - 30% have cumulative saving in the range of Rs.5,001 to 10,000. Over one quarter of groups have accumulated saving in the range of Rs.10,001 to 15,000. About 20% of groups have total savings of less than Rs.5,000. Over 17% of groups have saving amount over Rs.20,001 (Table – 4.3). What is most surprising is that 10 out of 35 groups with largest saving amounts are located in Jalor district, followed by Bharatpur – 9, and Dungarpur – 8. 

	Table – 4.3: Distribution of groups according to cumulative saving range

	Percentage in district

	Range of amount
	Bharatpur
	Bhilwara
	Dungarpur 
	Jalor 
	Bikaner
	Total

	Less than 5,000
	15.8
	17.5
	16.7
	19.0
	27.5
	19.3

	5,001 to 10,000
	26.3
	32.5
	33.3
	23.8
	32.5
	29.7

	10,001 to 15,000
	23.7
	27.5
	21.4
	31.0
	22.5
	25.2

	15,001 to 20,000
	10.5
	12.5
	9.5
	2.4
	7.5
	8.4

	20,001 & above
	23.7
	10.0
	19.0
	23.8
	10.0
	17.3

	Total
	100
	100
	100
	100
	100
	100


4.1.5. Distribution of saving

Out of total 202 sample SHGs, 17 groups have distributed their savings at least once. Of these 7 are located in Jalor, 6 in Bhilwara, 3 in Dungarpur and one in Bikaner. Majority of groups (12 out of 17) that redistributed saving are of four years and above age. The reasons cited by groups are – (1) ‘our money so we distributed’, (2) it is very difficult to manage large amount, (3) group completed five years, (4) it very difficult to manage five years books, (5) saving amount became large, (6) it is very difficult to manage books, (7) due to drought, (8) to show as internal lending for the sake of group’s grading, (9) it may be risky to lend to one or a few members in the group, (10) seven members joined in a new SHG and want to use the money to save in the new group, (11) seven members left the groups so they distributed the saving, (12) no knowledge of internal lending, (13) banks give very low interest rate on savings, (14) saving and loan amount are not being deposited in bank regularly, (15) no use of saving (not getting any income by keeping saving amount), (16) not getting bank loan, (17) need money, (18) they may loose money if it is more and (19) doubt on leader. 
4.1.6. Problems in saving

Majority of members reported that they are not able to save regularly owing to the severe drought conditions and non-availability of work on regular basis. Migrating families have another serious problem. Two important reasons cited for drop out of members in a study by EDA Rural Systems and APMAS (2006) are ‘unable to save’ and ‘migration’. In the present sample also 25% of groups have experienced drop outs. In all 155 members have dropped from the groups. The reasons could not be significantly different from the above cited. Leaders also reported that collection of saving on monthly basis is a Herculean task. 
Because of difficulties in collecting saving on regular basis, leaders often have to save themselves on behalf of the defaulting members and in some cases on behalf of the entire group. E.g. in Ganga SHG of Sagar village of Bikaner Rural block, the leader contributed Rs.5,000 toward saving amount of defaulting members. The members subsequently repaid the amount to the leader. The experience of Ma Santhoshi SHG, Bhagavanpura, Bhilwara is another extreme case. In this group, all, but one, members are nomadic tribes. Before leaving the village, they pay the entire saving amount at once and do all the signatures for each scheduled meeting. These couple of examples indicates the ground realities. The real life experience demands flexibility in saving practices hitherto followed. It should be recognized that saving is a voluntary activity, which members do primarily for their own sake. Members, who could not save at a given moment, should not be compelled and panelized. Rephrasing of popular saying would ideally suit here - all people can save some times, some people can save all the times but all people can not save all the times.  

4.2. Idle funds and internal loans

Compared to total Rs.2.7 million saved by the members, about Rs.1.8 million, i.e. 66% remain as idle funds as on December 2005 either in saving accounts of the banks or in the form of cash in hand (Table 4.4). Idle funds are primarily would be in the form cash in hands and balance in saving accounts. Fixed deposits could also be considered as idle funds. But none of the sample groups reported any fixed deposits. The sources of Idle money consists of the following sources - (a) part of saving amount, (b) interest earned on bank deposits, interest earned on internal lending, (d) part of loan amount retained by the banks as collateral and (e) revolving funds received by groups from different sources. One of the serious constraints, which forcing the groups to keep idle funds, is that banks are impounding savings as collateral for the loans (Malhotra, R 2006). Share of each component in the idle fund is not known, however most of it, assumed to be, consists of saving amount. It need not be understood that remaining 34% funds were lent internally. The research team observed that though some of the members are not able to pay their monthly installments in time to their groups, the groups are paying the banks’ monthly installments regularly using the saving amounts. It indicates that there is very little internal lending. 
One of the important objectives of savings is to earn some interest/ return. In this respect groups’ performance is poor as they kept 2/3rds of funds idle and using a part of remaining funds for non-remunerative purposes.   DWCD promoted groups have about 75% of their saving amount as idle money. Groups promoted by ZP have kept 74% of funds as idle and groups promoted by NGOs have kept 52% of funds idle. One of the reasons for relatively higher idle funds of groups promoted by ZP and DWCD could be that a part of loan amount under SGSY
 is kept in the bank account. Out of 10 sample SHGs, who got SGSY loan, ZP and DWCD promoted five each. Since the proportion of SGSY groups is near 50% in case of ZP, its idle cash ratio might have significantly influenced by funds retained by the banks. In Jalor over 100% saving amount is kept idle. It could have included the interest earned from the saving accounts. It is reported that members of Jalor groups are deliberately keeping the money in the bank for two reasons. Firstly they are using SHG for saving purpose and secondly they wish to access a large loan from the bank to start micro enterprises. 
It is worth to recall that one of the important livelihood options for the poor in Jalor is migration to Gujarat. Perhaps they may need a secure saving opportunity and SHGs could be a good option. But SHG leadership and SHPI could not do justice to the members by not putting the funds for productive purpose either by lending internally or at least keeping the money in fixed deposits. In Bikaner also 76% of funds are kept idle. What is more surprising here is that groups promoted by NGOs have over 100% of saving amount as idle funds. Though the predominant livelihood sources of the poor in Dungarpur is also migration to Gujarat, the idle cash ratio 36% is lowest among all districts. Good practices introduced by leading NGOs like PEDO in the district might have a good impact. Groups promoted by NGOs have only 26% of saving amount as idle in the district. The observed unexpected high percentage of idle funds in Bhilwara could be because of SGSY loans. Out of total ten SGSY loans in the sample, seven are located in Bhilwara. The groups promoted by NGOs, which do not have any SGSY loan, have only 20% funds as idle (Table – 4.4). Groups may be primarily focusing on SGSY loans/ bank loans completely ignoring internal lending using savings as bait to attract bank loans/ governments’ grants and subsidies. Two groups from Bhilwara reported that they came to know about their SGSY loan sanction five months after the amount credited to their account. According to the members, they had to pay interest for the loan amount, which they do not know and used it. If this is the state of affairs in Bhilwara, relatively good performing district, one can imagine the overall situation in the state and poorly endowed districts like Jalor and Dungarpur.     

	Table – 4.4: Idle funds with groups as on December 2005

	In rupee

	District
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	76,226
	188,262
	143,137
	527,073
	134,729
	1,069,427

	ZP
	43,406
	37,672
	4,379
	97,921
	
	183,378

	NGOs
	187,757
	14,864
	69,974
	48,319
	212,497
	533,411

	Total
	307,389
	240,798
	217,490
	673,313
	347,226
	1,786,216

	Idle funds as % of total saving

	DWCD
	68
	66
	45
	116
	53
	75

	ZP
	60
	224
	62
	64
	 
	74

	NGOs
	44
	20
	26
	94
	104
	52

	Total
	50
	64
	36
	102
	76
	66


4.2.1. Cash in hand

Idle funds, apart from not earning any return, give ample scope for misuse. Instances of misuse of funds were encountered by the research team at many places. In total idle funds of Rs.1.8 million, Rs.146,000 is kept as cash in hand. In this amount DWCD groups have over Rs.85,000 and NGO groups have about Rs.61,000. Among the districts Bharatpur leads with about Rs.64,000 followed by Jalor with over Rs.30,000. Dungarpur has least amount of Rs.4,680 as cash in hand. One of the reasons for keeping cash in hand is irregular payment of saving and loan installments. As a result the leader or any other person carrying bank transactions may not be able to deposit the amount every time a member pays her due. 

The analysis between distances from the bank on the size of cash in hand reveals that there is no trend. Cash in hand appears to be influence by the cultural factors and better awareness. Families in Bhilwara do not encourage the women to go to bank to deposit the money. The members also reported that bank pays a paltry interest rate of little over 3% per annum on their saving. They also reported problems related to travel. It implies mere distance is not correct indicator. Factor like mode of transport, frequency of service, cost of travel, etc are also important apart from distance.  


4.3. Bank linkages
Banks are the principal external sources for credit and financial services covering over 97% of funds. Out of total 202 sample SHGs, 51 groups did not get any loan from outside. In the remaining 151 groups, 10 SHGs got SGSY loans, and remaining 141 have regular loans (Details of SGSY loans are given at box – 2 below). SGSY loan amounts are substantially higher than regular loans. The average loan size of SGSY groups in the sample is over Rs.300,000. These unusual amounts of few cases have an effect on the overall picture.  In total 149 groups have current loans from banks ranging from Rs.1,000 to Rs.880,000. The average loan size of all groups is about Rs.33,000. If the non-linked groups are excluded, the average turns out to be Rs.45,000. It is significantly higher than the state average of about Rs.23,000 and closer to the national average. If the 10 groups, which got very high amount of SGSY loan and grant are excluded, the average loan size of remaining groups is little over Rs.19,000. If the non-linked groups are excluded the average turned out to be Rs.27,000, which is almost equal to the state average. This turn out to be about Rs.2,500 per member. The amount is too little to take up income generation activity. In an earlier study, BASIX, which is the pioneer in promotion of livelihood programs, mentioned that each member needs about Rs.5,000 (in 1998 prices) to take up income generation activities (APMAS, 2001). Average rate of interest charged by banks is 9.66% and average number of installments is 19.
	Box -2: SGSY loans

Swarna Jayanthi Swarojgar Yojana (SGSY) is a revamped version of the Integrated Rural Development Programme (IRDP), launched in 1999. It has been conceived as a holistic programme of self-employment covering all aspects of self-employment. SGSY is financed on 75:25 cost sharing basis between the Centre and the States. Below Poverty Line families in rural areas constitute the target group of the SGSY. Within the target group, special safeguards have been provided to vulnerable sections, by way of reserving 50% for SCs/ STs, 40% for women and 3% for disabled persons. Assistance to individuals/ SHGs under the SGSY is given in the form of subsidy by the government and credit by the banks. Subsidy under the SGSY to individuals is uniform at 30% (50% for SC/ ST) of the project cost subject to a maximum of Rs. 7500 (Rs.10,000 for SC/ ST). For groups of Swarozgaris, the subsidy is 50% of the cost of the scheme, subject to a ceiling of Rs.125,000. Subsidy is back ended in order for it to work as an incentive to pay back the loans. The scheme is being implemented by the DRDAs/ ZP with the active involvement of PRIs, the banks, the line departments and NGOs.

Because of the subsidy component SGSY loan become the most sought after loan for most of the BPL groups. It can be seen in certain parts of Dungarpur and Jalor that people forming themselves as groups and saving regularly usually at higher rate of thrift than other groups. But because of back ended subside, the banks have to bear the entire risk. Therefore banks strictly scrutinize these groups/ application and reject many applications. Groups who did not successful in getting the SGSY loan would get dissolved and most of those got loan focus about pocketing subside component rather than running their micro-enterprise.

    
In the total, only ten groups got SGSY loans worth of about Rs.3 million, with average loan size of about Rs.300,000. One of the groups in Bharatpur district promoted by ZP got Rs.880,000. Out of ten groups seven are located in Bhilwara, two in Bharatpur and one in Jalor. Out of ten SGSY loaned groups, five are promoted by ZP and another five by DWCD. Nine out the ten SGSY groups got distributed the amount on equal basis. None of the sample groups promoted by NGOs got SGSY loan.


4.3.1. Current loans
Currently 148 groups have bank linkage with total loan amount of Rs.6.83 million. District-wise and promoter-wise total and average loan amounts are given at Table – 4.5. Among districts Bhilwara has highest total loan amount of Rs.2.31 million followed by Bharatpur Rs.1.9 million. Inter-district are striking inequalities. Effect of SGSY loans can be seen in the loan amounts of Bhilwara, Bharatpur and some extent on Jalor. Among SHPIs DWCD groups have highest amount not only because of large number of groups but also because of presence of five SGSY groups. Though ZP promoted groups are very less compared to NGO, their loan amount is higher than that of NGO promoted groups. Again the effect of SGSY loans is quite evident.

Obviously the average loans amount per SHG also follows the similar pattern of total amounts but variations even more alarming ranging from Rs.15,300 of DWCD promoted groups of Bikaner to Rs.552,000 of ZP promoted groups of Bharatpur. One striking difference is that NGO promoted groups of Dungarpur have very high average loan size even without SGSY loaned group with them. DWCD promoted groups in Jalor also have higher average loan size even without SGSY group.

	Table – 4.5: District-wise and SHPI-wise total and average current loan amounts

	In rupee

	District
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	327,500
	1,811,500
	326,000
	744,000
	275,400
	3,484,400

	ZP
	1,104,000
	354,510
	
	370,000
	
	1,828,510

	NGOs
	470,500
	141,500
	468,000
	80,000
	359,000
	1,519,000

	Total
	1,902,000
	2,307,510
	794,000
	1,194,000
	634,400
	6,831,910

	Average current loan amount per SHG

	DWCD
	36,389
	64,696
	23,286
	43,765
	15,300
	40,516

	ZP
	552,000
	177,255
	
	92,500
	
	228,564

	NGOs
	20,457
	20,214
	58,500
	20,000
	29,917
	28,130

	Total
	55,941
	62,365
	36,091
	47,760
	21,147
	46,162


4.3.2. Range of loan size

Whatever may be the aggregate loan amounts, most of the groups have got smaller loans. Distribution of groups as per loan size is given at Table – 4.6. Out of 151 groups, which got bank linkages, 12% got loan of less than Rs.5,000. In Bikaner 37% groups and 11% groups in Bhilwara got loans of less than Rs.5,000. In Bikaner FGD reveals that many bank linkages were done forcefully. When the bank linkage was done forcefully, either the members repay loan within a couple of months or leaders avail the funds. In Bharatpur 47% groups and 30% groups in Bikaner got loan amount between Rs.5,001 to Rs15,000. If loan size is considered as an indicator for quality, 67% of groups in Bikaner and 53% of groups in Bharatpur should be considered as moderate to poor quality groups. In total maximum number of groups 37% got loans in the range of Rs.15,001 to Rs.30,000. Jalor leads in this category with 72% of groups followed by Dungarpur 59% and Bhilwara 32%. In total 72% of loans are below Rs.30,000, the average size, indicates  acute inequalities in loan access.

	Table – 4.6: Distribution of groups according to loan size

	District-wise percentages

	Loan range
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Less than 5000
	6
	11
	5
	0
	37
	12

	5,001 to 15,000
	47
	16
	5
	8
	30
	23

	15,001 to 30,000
	18
	32
	59
	72
	20
	37

	30,001 to 50,000
	15
	16
	14
	4
	3
	11

	50,001 & above
	15
	24
	18
	16
	10
	17

	Total
	100
	100
	100
	100
	100
	100


About 19% of groups feel that lack of interest on the part of banks is the reasons for small size loans and lack of repeat loans. In some cases the groups themselves are not interest in accessing bank loans because of small size loan 15%, no need 19% and fund available within the group 13%. The last response is only in Bharatpur district.  

4.3.3. Repeat loans and cumulative loan amounts
4.3.3.1. Number of repeat loans

District-wise number of loans accessed by the groups from banks is given at Table – 4.7. In total 151 groups accessed 242 loans from banks. The average worked out to be 1.6 loans per group.  Most of the groups, which did not access bank loans, are confined to Dungarpur and Jalor and to some extent to Bikaner. The research team observed that many BPL groups are being formed primarily to access the subside component in the SGSY loan. These groups are not interested in general bank loans. Groups in Bhilwara accessed highest number of loans. In this district 75% of groups got more than one loan. If the repeat loans indicate quality of groups, Bhilwara has very good quality groups followed, but not closely, by Bikaner.

It appears to be that there is a positive correlation between age of group and number of loans accessed (Table - 4.8). It is a healthy trend. In total 62% groups have single loan, 22% have two loans, 8% of three loans, 5% have four loans and 2% have five loans. All groups that got five loans are the oldest groups in the sample. About one third of groups that formed in the 1990s got four loans. One third of groups that formed in 2001 got three or four loans. In contrast 93% groups formed in 2005 and 83% of groups formed in 2004 got single loan. No doubt The trend in repeat linkages is encouraging. If the loan amount is not increasing substantially in repeat loans, the benefits to the members would be moderate only. It may only help the SHPIs and banks to meet their targets. In the sample, cases of 5th and 4th loans being 30,000, 3rd loan being 5,000 and 2nd loan being 2,000 are noticed.  
	Table – 4.7: Distribution of groups as per number of bank loans

	In percentages 

	Year
	One loan
	Two loans
	Three loans
	Four loans
	Five loans
	Total

	1990s
	33
	17
	0
	33
	17
	100

	2000
	40
	30
	10
	0
	20
	100

	2001
	46
	23
	23
	8
	0
	100

	2002
	56
	38
	0
	6
	0
	100

	2003
	65
	29
	3
	3
	0
	100

	2004
	83
	17
	0
	0
	0
	100

	2005
	93
	0
	7
	0
	0
	100

	Total
	62
	22
	8
	5
	2
	100


4.3.3.2. Cumulative loan amount

In the sample of 202 groups, 151 groups got 242 loans from the bank, with the average of 1.6 loans per group. District-wise and type of SHPI-wise cumulative loan amount received by groups is give at Table – 4.8. All sample groups together got Rs.8.49 million cumulative loan amount. The amount is highest in Bhilwara Rs.3 million followed by Bharatpur Rs.2.1 million. Jalor district, which has lowest percentage of quality groups and also scored poorly on system related parameters, got loan amount higher than that of Dungarpur and Bikaner districts. Among three SHPIs, NGO groups got relatively less amount of loan compared to other two. ZP groups got significantly higher loan amount compared to their share in sample groups. To a large extent, the variation is caused by the SGSY loans. Large size of SGSY loans is influencing district wise and promoter-wise financial parameters.

4.3.3.3. Ratio of Cumulative loan amount to cumulative savings

The 151 groups, which got cumulative loans amount of Rs.8.49 million, have cumulative saving of Rs.2.27 million. It implies these groups got 3.7 times of their saving amount as loan (Table – 4.8). There are wide variations ranging from 1.7 times in NGO promoted groups in Bharatpur and Jalor and DWCD groups of Bikaner to 21.7 times of ZP groups of Bhilwara.  Among districts, Bhilwara leads with loan-saving ratio of 7.2 and Dungarpur lags with loan-saving ratio of 2.5. Low loan-saving ratio does not automatically mean relatively lower loan amount but it could be because of higher saving amounts. Among the promoters ZP groups have highest ratio of 11.5 and NGO groups have least loan-saving ratio of 2.4. Again it is largely influenced by 10 SGSY loan. If these 10 cases omitted the overall loan-saving ratio would be less than 2 and that of groups promoted by ZP and DWCD comes down significantly. Apart from SGSY, the ratios are affected by wide variations in the cumulative saving amounts.

	Table – 4.8: Cumulative loan amount & Loan-saving ratio

	
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	DWCD
	287,000
	2,461,250
	414,000
	875,000
	375,600
	4,412,850

	ZP
	1,144,000
	364,510
	
	370,000
	
	1,878,510

	NGO
	717,000
	181,500
	602,002
	80,000
	617,000
	2,197,502

	Total
	2,,148,000
	3,007,260
	1,016,002
	1,325,000
	992,600
	8,488,862

	Cumulative loan amount to cumulative saving amount ratio

	DWCD
	2.7
	7.6
	2.3
	2.3
	1.7
	3.7

	ZP
	15.8
	21.7
	
	5.0
	
	11.5

	NGO
	1.7
	2.4
	2.7
	1.7
	4.5
	2.4

	Total
	3.6
	7.2
	2.5
	2.7
	2.8
	3.7


4.4. Groups’ loan outstanding to banks

At the end of December 2005, the currently bank-linked sample groups have loan outstanding of over Rs.4 million (Table – 4.8). Loan outstanding is highest in Bhilwara closely followed by Bharatpur. It is lowest in Dungarpur and next is Bikaner. Clearly the patter is influenced by the SGSY loans. 
	Table – 4.9 Loan outstanding as on December 2005

	 SHPIs
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	189,673
	1,088,280
	162,940
	426,200
	129,200
	1,996,293

	ZP
	782,920
	116,000
	 
	339,324
	 
	1,238,244

	NGOs
	197,414
	89,405
	216,276
	68,175
	270,401
	841,671

	Total
	1,170,007
	1,293,685
	379,216
	833,699
	399,601
	4,076,208


4.4.1. Idle funds as percentage of loan outstanding

Loan outstanding per se is not so much important as all groups are repaying loan instalments as per schedule. It only reflects the age of loan. What is more important is the ratio between idle funds and loan outstanding to assess the quality of the groups. Percentage of idle funds in loan outstanding district-wise and SHPI-wise is given at Table – 4.10. Against about Rs.4 million bank-outstanding, the groups have about Rs.1.8 million as idle funds or 44%. It implies that groups are paying interest on Rs.1.8 million unnecessarily. Even in a conservative estimate the groups might be paying about Rs.150,000 per year. This could have been avoided, had the groups used their own funds. This is a serious lapse on the part of leaders and SHPIs, which can thwart the growth and sustainability of sector. Lack of confidence or trust among the members is often cited reason for this anomaly. But the qualitative information that was gathered clearly indicates that members had full faith on leadership and in many cases members do not know the status of their saving amount. In some cases the leaders used the funds for personal purposes or lent to non- members without the knowledge of the members and in few cases funds have been misappropriated. Further banks are lending on joint responsibility basis. Its implications are as similar as of internal lending. 

Among five districts Bhilwara has least amount of idle funds as percentage of loan outstanding amount, at 19% followed by Bharatpur 26% (Table – 4.10). Though the ratio is very high in remaining three districts, there is marked difference between DWCD and NGO promoted groups. The differences in ratios being more than 50 percentage points in Dungarpur and Jalor districts and more than 25 percentage points in Bikaner. What is more surprising is that NGO promoted groups have 95% of loan outstanding amount as idle funds in Bharatpur districts. The reason could be that LUPIN, the major NGO in the district may not be promoting the practice of internal lending in order to promote its own MFI activities. In the sample one group received Rs.25,000 of loan from LUPIN, though it has over Rs.5,000 saving amount, which was kept idle. Very low 6% of idle funds to loan outstanding of ZP groups in Bharatpur district are clearly influenced by two very big SGSY loans.

	Table – 4.10: Idle funds as % of loan outstanding as on December 2005

	District\ SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	40
	17
	88
	124
	104
	54

	ZP
	6
	32
	 
	29
	 
	15

	NGOs
	95
	17
	32
	71
	79
	63

	Total
	26
	19
	57
	81
	87
	44


It may be possible that one set of groups may have idle funds and another set of groups might have loan outstanding. The mute question is whether the groups having idle funds using them to earn at least a minimum return through fixed deposits, etc. This would be discussed under profits section below. 

High percentage of idle funds in loan outstanding is one of the justifications for promotion of ‘federations’ with financial intermediary role. A close look at the Table indicates that the percentage is low in Bhilwara and Bharatpur, which have highest number of A and ‘B’ grade groups and it also relatively low in NGO promoted groups. It implies that as the quality goes up the percentage of idle funds would come down. The Table also indicates as the loan size increases the ratio would come down.  
4.5. Loans to members

4.5.1 Percentage of members accessed loans

As on 31st December 2005, about 59% members have loan from their respective groups. Of these 45% points are ordinary members and 14% points are leaders. District-wise and promoter-wise percentage of members having loan at the end of December 2005 is given at Table – 4.11. NGO promoted groups of Dungarpur have given loans to 95% of their members followed by ZP promoted groups of Bharatpur district (83%). Among district Dungarpur leads with 72% followed Bhilwara 68% and Bikaner 62%. In Jalor only 43% of members have loans and in Bharatpur it is just above (44%). Among promoters NGO groups have least percentage of 57% and ZP groups’ have highest 66% of members have loans. The influence of SGSY loans (of DWCD and ZP) could be one of the reasons, where nine groups got distributed loan amount on equal basis.  NGO promoted groups in Jalor and Bharatpur have very few members 27% and 37% respectively got loans. MFI activity of LUPIN and lack experience on the part of RIPROD, the two leading NGOs in Bharatpur and Jalor respectively, could be the reasons.

	Table – 4.11: District-wise and SHPI-wise percentage of members having loan

	 SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	56
	71
	64
	38
	66
	60

	ZP
	83
	37
	50
	78
	
	66

	NGO
	37
	68
	95
	27
	58
	57

	Total
	44
	68
	72
	43
	62
	59


4.5.2. Distribution of loans

As on 31st December 2005, the sample SHGs have given 1,751 loans worth of Rs.8.04 million to their members. District wise and promoter wise total and average number of loans is given at Table – 4.12.  Promoter wise there is not much difference in total loans. However there are significant variations across districts. The average number of loans per group is as high as 15 in Dungarpur and as low as 4 in Jalor. It may be noted that average groups size is 15 in Dungarpur compared to 12 in the sample and around 11 in other four districts. Again NGO promoted groups in Bharatpur and Jalor are largely responsible for relatively poor performance of these two districts and NGO sector as a whole in the sample.    

	Table – 4.12: Total and average number of loans provided by groups to the members

	 SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	59
	319
	455
	122
	168
	1,123

	ZP
	19
	10
	10
	47
	
	86

	NGO
	136
	74
	182
	15
	135
	542

	Total
	214
	403
	647
	184
	303
	1,751

	Average number of loans per group

	DWCD
	6
	10
	14
	4
	8
	9

	ZP
	10
	5
	10
	7
	
	7

	NGO
	5
	11
	20
	2
	8
	8

	Total
	6
	10
	15
	4
	8
	9


4.5.3. Loan amounts to members.

At the end of 2005, the sample groups provided Rs.8.04 million worth loans to 1,269 members. District-wise and promoter-wise total loan amount given to members and average loan amount per loanee is given at Table 4.13. The amount of current loans Rs.8.04 million includes, total amount of live loans from banks Rs.6.83 million, Rs.65,000  MFI loans from LUPIN, revolving funds, other grants, which add to about Rs.200,000, group savings and rotated amount from current external and internal loans. Members of Bhilwara got highest amount of Rs.2.62 million followed by Dungarpur Rs.1.86 million and Bharatpur Rs.1.41 million. Among SHPIs, NGO promoted groups appears to be fared well compared to other two. In Bharatpur and Dungarpur NGO promoted groups provided larger amount of funds than other two put together. In Bikaner also NGO promoted groups provided loan amount close to that of DWCD, though the number of NGO groups are quite less. 

Each loanee got average loan amount of Rs.6,337. In this respect members in ZP promoted groups are favorably placed with average loan size of Rs.9,970, the highest being Rs.17,440 in Bhilwara followed by Bharatpur Rs.14,184 and Jalor Rs.8,532. Among NGO promoted groups, the average loan size is highest RS12,136 in Jalor followed by Bharatpur Rs.7,883 and Dungarpur Rs.7,125. The major reason for this surprise is that very less percentage of members in NGO promoted groups from Jalor and Bharatpur got loans. As the result the average loan size in these two districts is higher than that of Dungarpur groups. Need less to say that average loan size in ZP groups in Bharatpur, Bhilwara and Jalor is influenced by 10 SGSY loans and DWCD groups of Bhilwara also appeared to be influenced by SGSY.  
	Table – 4.13: Total loan amount and average loan amount per loanees  Rs.

	SHPIs
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	335,000
	2,223,977
	756,365
	696,300
	521,204
	4,532,846

	ZP
	269,500
	174,400
	12,500
	401,003
	
	857,403

	NGO
	806,570
	217,551
	1,090,200
	133,500
	403,300
	2,651,121

	Total
	1,411,070
	2,615,928
	1,859,065
	1,230,803
	924,504
	8,041,370

	Average loan amount per loanee

	DWCD
	5,982
	9,267
	2,978
	6,631
	4,654
	5,910

	ZP
	14,184
	17,440
	1,250
	8,532
	
	9,970

	NGO
	7,755
	3,885
	7,125
	12,136
	4,384
	6,373

	Total
	7,883
	8,549
	4,458
	7,551
	4,532
	6,337


4.5.4. Loan multiplier
Comparison of total amount of current loans given to the members with the total amount of current loans received from banks reveals the loan multiplier and also the quality of groups. District-wise and SHPI-wise ratio of total current loan amount to member to total current loan amount received from the banks is given at Table – 4.14.  In total the groups provided loans equal to 1.18 times of bank credit. It should be kept in mind that loans given to members are also included the internal funds of the groups and own saving is the principal source of internal funds. Among all category of groups, NGO promoted groups of Dungarpur provided loans to their members 2.61 times of bank loan worth loans. The DWCD groups of Dungarpur have provided 2.32 times of bank loan worth loans to their members. Among district Dungarpur leads with the ratio of 2.34 and Bharatpur has least ratio of 0.74. Among the promoters NGO groups have the ratio of 1.8 and ZP has least ratio of 0.42. In fact ZP promoted groups in Bharatpur, Bhilwara and Dungarpur have used about a quarter of bank loans made available to them. There could be some mistake.
Other possible reasons could be that SGSY loan groups might not have received their back ended subside, which is about 50% of loan amount, subject to the maximum ceiling of Rs.125,000. Second reason could be that banks might have impounded a part of the loan amount as collateral. Yet another reason could be that members of some groups may be in the process of distributing the loan amount.
 As the weightage of ZP groups in terms funds is significant, the mistake or whatever may be reason for under utilization bank loans by the groups depress those districts’ picture.   

	Table – 4.14: Ratio of total current loan amounts given to member to current bank loans

	SHPIs
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	1.02
	1.42
	2.32
	0.86
	1.89
	1.37

	ZP
	0.24
	0.29
	0.25
	1.34
	
	0.42

	NGO
	1.71
	1.54
	2.61
	1.67
	1.12
	1.80

	Total
	0.74
	1.13
	2.34
	1.03
	1.46
	1.18


4.5.5. Equity in loan distribution

As discussed above 59% of members of 199 groups have current loans from their respective groups. Of these 45% points are ordinary members and 14% points are leaders. District-wise and promoter-wise leaders share in total loans and loan amount is given at Table – 4.15. In total leaders got 23% of current loans. It is highest 73% in NGO promoted groups of Jalor district and lowest 11% in NGO promoted groups of Dungarpur district. Among sample districts in Jalor and Bharatpur, the leaders accessed highest proportion of current loans 33% and 31% respectively.  Among sample SHPIs, there is no marked difference. DWCD groups provided 24% of loans to their leaders compared to 21% by NGO promoted groups.

Leaders’ share in loan amount is more than their share in number of loans. It implies leaders’ average loan size is higher than that of ordinary members. Overall share of leaders in loan amount is 29%. It is as high as 91% in ZP promoted groups of Bhilwara district and 77% in NGO promoted groups of Jalor and as low as 11% in NGO promoted groups of Dungarpur district. Among district Jalor and Bharatpur have highest proportion of loan amounts 39% and 38% respectively to the leaders. It is lowest in Dungarpur 16%. Among three promoters ZP groups provided 36% of loan amount and NGO groups 26% to the leaders.  In a few groups, the leaders are lending to non members with the knowledge of members in some cases and without the knowledge of members in few other cases. 
	Table – 4.15: Leaders’ share in total loans and loan amount

	SHPI\ District
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Number of leaders’ loans as % of total loans 

	DWCD
	32
	27
	19
	33
	24
	24

	DRDA
	21
	30
	20
	21
	
	22

	NGO
	32
	18
	11
	73
	21
	21

	Total
	31
	25
	17
	33
	22
	23

	Leaders’ loan amount as % of total loan amount 

	DWCD
	51
	23
	22
	41
	34
	29

	DRDA
	25
	91
	36
	21
	
	36

	NGO
	37
	17
	11
	77
	32
	26

	Total
	38
	27
	16
	39
	33
	29


4.5.6. Lending process

Though majority of groups are getting smaller loan amounts from banks, most of them 69% are distributing the amount on ‘need base’
 and another 16% on ‘need base plus equal basis’.
 Only 13% groups are distributing loan amount on equal basis. Need based distribution highest in Bikaner, where 93% groups follow that method. It may be worth recalling that the average loan size is lowest in that district. The above discussion regarding percentage of members having current loans, share of leaders’ loans and amount in total loans and loan amount confirm the need based (unequal) distribution of loans. This is in sharp contract to the practices observed elsewhere in the sector. When the groups get smaller loans, usually in the initial years, they tend to distribute it on equal basis may be because of lack of trust among the members.
 The observed contradiction in lending practice may be the result of lack of interest in bank loans and linkage on the part of many members.  
Some of the bankers, who have deepest insight about SHG bank linkage among all the secondary stakeholders, pointed out that in many places, the members are not interested in bank linkage. Groups are being forcefully linked by DWCD lower level staff to meet their targets. 
Apart from FGDs and several SHGs, the branch manager of RGB, Astvan, Bharartpur district, the BDO of Kumher block of Bharatpur district and CDPO of Bikaner Rural block of Bikaner district said the groups are being linked forcefully to meet the targets.  Members are not interested in bank loans because of condition of regular repayment and they are not sure of their capacity to meet that condition. As the result the leader, who is the Anganwadi worker in most of the cases, takes herself the whole amount, or lend to outsider or prepay the loan. Prepayment of loan amount is quite common practice in study districts, perhaps in the state. One of the principal reasons cited by the bankers is to get next larger loan. Perhaps lack of general interest could be another important factor. If it is so the condition of regular repayment need to be reviewed.
   

4.5.7. Rate of interest

All groups get external funds at the rate of interest from 8% to 12%. Groups in turn lend to their members at various interest rates ranging from 8% to 36%. Three SHG lent to non SHG members at higher rate of interest. Other groups lent to others at the same rate.  As discussed earlier that the difference between group lending rate and bank lending rate is minimum in Jalor district. The pointed to be noted here is that proportion of leaders’ share in number of loans and loan amount is highest in Jalor among sample district. Bikaner has similar picture but to a less extent.
4.5.8. Repayment period and conditions
Normal repayments period is one year or 12 monthly installments or less. Important guarantee is member herself. Second important guarantee is fellow members of the group. Normally internal funds can be repayable at the convenience. Regular repayment of principal and interest is condition for over 50 of the groups. It is highest in Bhilwara 68% followed by Bikaner 60%. Repayments both principal and interest at the end is the practice in 14% of groups. It is high in Bharatpur 26% of groups followed by 20% and 12% in Bikaner and Jalor respectively. In other cases payment of either principal or interest is regular and other is at the end. 

4.5.9. Members’ loan outstanding to the groups

Members’ total loan outstanding to their respective groups is over Rs.5.4 million. Out of this, members of Bhilwara groups have loan outstanding of over Rs.1.6 million, followed by Bharatpur with about Rs.1.5 million of loan outstanding. Bikaner has lowest loan outstanding of over Rs.581thousand (Table – 4. 16). Among SHPIs, DWCD groups have highest amount of loan outstanding of about Rs.2.6 million. The ZP promoted groups have relatively large amount of loan outstanding. This may be because of a very large loan of Rs.880,000 provided to a ZP promoted SHG under SGSY in Bharatpur district. The overall average loan outstanding per group is Rs.32,730. The same is Rs.139,904 in case of ZP promoted groups and Rs.27,822 in case of NGO  promoted groups and Rs.25,484 for DWCD groups 
On average each loanee has loan outstanding of Rs.4,281. It is as high as Rs.42,859 in case of ZP promoted groups of Bharatpur district and as low as Rs.400 in case of ZP promoted groups in Dungarpur district. The average outstanding amount per member in ZP promoted groups of Bharatpur district is higher than the average current loan amount. It seems there was a mistake at the time of data collection about individual loan details. Except this one case in all other categories the loan outstanding is lower than the current loan amount. 

	Table – 4.16: Total and average loan outstanding to groups by the members

	in Rupee

	District
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	DWCD
	231,824
	1,302,495
	393,511
	368,400
	277,614
	2,573,844

	ZP
	814,320
	140,400
	4,000
	370,324
	
	1,329,044

	NGO
	441,810
	160,043
	551,704
	73,175
	303,501
	1,530,233

	Total
	1,487,954
	1,602,938
	949,215
	811,899
	581,115
	5,433,121

	Average loan outstanding per loanee

	DWCD
	4,140
	5,427
	1,549
	3,509
	2,479
	3,356

	ZP
	42,859
	14,040
	400
	7,879
	
	15,454

	NGO
	4,248
	2,858
	3,606
	6,652
	3,299
	3,678

	Total
	8,313
	5,238
	2,276
	4,981
	2,849
	4,281


4.5.10. Defaults

Default are defined here as the loan overdue over three months. All the members, who have loan overdue of more than three months, are termed here as the defaulters. In total 372 members have overdue at the end of December 2005. Of these 98 are in Bharatpur, 81 are in Dungarpur and 75 in Bikaner (Table – 4.17). NGO promoted groups in Bharatpur have highest number of defaulters.  The FGDs in Bharatpur district reveals that LUPIN staff is more concern about the repayment to them rather than bank repayments and internal repayments. This factor might have contributed for highest number of defaults in the NGO promoted groups in the district. Among the three SHPIs the number of defaulters appears to be in proportion to the number of groups promoted by them. Out of total 372 defaulters as many as 225 members belong to 23 groups. District-wise and promoter-wise comparison of number of default members with total loanees gives an interesting picture. In total 29% of loanees have overdue at the end of 2005. The percentages vary from zero in ZP promoted groups of Bhilwara and Dungarpur to 63% in NGO promoted groups of Bharatpur. It is interesting to note that ZP groups of Bhilwara have highest average loan amount per member and have no overdue. It implies that when loan size goes up, the members’ repayment behavior improves. This is obviously the result of increased repayment capacity. In Dungarpur also ZP groups have lowest average loan amount but no overdue. The possible reasons could be lack of interest in loan amount and/ or might have found that the amount was not sufficient to take up any micro enterprise and hence repaying the loan at the earliest. The possible reasons for highest percentage of defaulters in NGO groups of Bharatpur could that the concern NGO - LUPIN might be totally focusing on its own mF activities. Among districts, as high as 55% of loanees have overdue in Bharatpur and the same is as low as 17% in Bhilwara. Among promoters ZP groups have lowest percentage 17% and DWCD groups have highest percentage of 31% of defaulters. 

	Table – 4.17: Total overdue members and their % in total loanees

	SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	DWCD
	26
	50
	57
	54
	52
	239

	ZP
	6
	0
	0
	9
	.
	15

	NGO
	66
	2
	24
	3
	23
	118

	Total
	98
	52
	81
	66
	75
	372

	Percentage of overdue members in total loanees

	DWCD
	46
	21
	22
	51
	46
	31

	ZP
	32
	0
	0
	19
	
	17

	NGO
	63
	4
	16
	27
	25
	28

	Total
	55
	17
	19
	40
	37
	29


Amount wise, all sample groups together have overdue of Rs.887,797. Out of this amount, Rs.498,467 is overdue in only 16 groups.  In the sample, 103 groups do not have any overdue. Among five sample districts, Bharatpur has highest overdue amount of Rs.270,604 and Bhilwara has lowest amount of overdue of Rs.72,186 (Table – 4.18). Among promoters ZP groups have lowest amount of overdue of Rs.65,991 and DWCD groups have Rs.597,656. All loanees together have 10% of loan amount as overdue. It varies from zero in ZP promoted groups of Bhilwara to 55% DWCD groups of Bharatpur. Among districts, it varies from 2% in Bhilwara to 21% in Dungarpur. Among promoters it varies from 4% in ZP to 14% in DWCD. Low defaulting rates in ZP promoted groups suggests that groups are maintaining a high level of discipline, perhaps, in order to access SGSY loan or the subsidy component, which is the back ended, at the earliest.   

	Table – 4.18: Total overdue amount and its % in total loan amount

	SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	DWCD
	157,568
	67,186
	133,802
	80,693
	158,407
	597,656

	ZP
	7,130
	0
	0
	58,861
	.
	65,991

	NGO
	105,906
	5,000
	81,368
	4,386
	27,490
	224,150

	Total
	270,604
	72,186
	215,170
	143,940
	185,897
	887,797

	Percentage of overdue amount in the loan amount

	DWCD
	55
	3
	32
	9
	42
	14

	ZP
	1
	0
	
	16
	
	4

	NGO
	15
	3
	14
	5
	4
	10

	Total
	13
	2
	21
	11
	19
	10


Low percentage of overdue amount compared to the percentage of defaulters suggests that average overdue amount is quite small. It was also observed majority of defaulters and bulk of the overdue amount is confined to a few groups. It implies most of the groups do not have the problem of default. At the same time it is also important to note the other side of ‘low default’ problem. Low default in some cases, e.g. Jalor groups, may be due to small number of loans. In some other cases (4% of groups), members are borrowing from other sources including from money lenders
 to repays the loan installment. This phenomenon is also observed elsewhere in the state. According to Laxmi Murthy (2002) that women are often terrorized into loan repayment. Women take loans from money-lenders on huge interest rates so that they can pay their installment to the SHG. For them, to be listed as 'defaulters' means they are out of the running for any development schemes (Murthy, Laxmi 2002). 
Most of the defaulters appear to be from poor families. Caste wise total 372 defaulters, 97 are ST, 24 are SC and 25 are BC and 73 are from groups in which SC are in majority (excluding all SC groups) and 109 are from BC majority groups. Whoever delaying the repayment of loan installment appeared to have genuine reasons. Non-availability of work and drought were major causes cited 69% groups, Ill-health is cited by 17% and migration by13% of groups. In majority of cases the groups themselves are managing the problem defaults or delays. Repeat visit is to the defaulter house is the predominant strategy adopted by the groups (57%).
Though there are serious problems in a few cases, collection of loan installment is a smooth affair in majority of cases and with 90% of loan amount. Flexibility shown by the groups in collection of loan installments and cooperation of other members contributed enormously contributed for the process. Groups allow repayment at the loanee’s convenience to the extent possible and often give three to four months grace period. At times other members extend hand loans to the defaulting members to repay the installment. 

4.5.11. Portfolio at risk (PAR)

Portfolio at Risk (PAR) is calculated from the data obtained from the field. Promoter-wise PAR is given at pictures below. 

Figure – 4.1
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Among district Bhilwara and Jalor have low PAR at all three reference periods of > 90 days, > 180 days and > 365 days and Bharatpur and Bikaner have higher PAR. Between GO and NGO promoted groups, GO promoted groups have lower PAR at two reference points, i.e. > 90 days and > 180 days and NGO groups have lower PAR at > 365 days.

PAR > 90 days is often taken as important indicator in professional financial analysis to predict the likely repayment scenario in the financial sector. However it proved to be wrong in the present case as groups got bulk of repayments by the end of the year. It implies that some of the financial sector tools may have to be appropriately modified to apply in the rural India, where majority of livelihood sources are seasonal. It appears that observation made by APMAS in an earlier study is more appropriate here that possibly, one needs to look at portfolio quality from the members perspective than just calculate default on the basis of monthly installments lapsed (APMAS, 2003). 
4.6. Profits

Strictly speaking SHGs are in the business of finance, acting as financial intermediary between depositors and borrowers and also getting funds from outside at lower rate of interest and lending at least at the cost of borrowing and usually at cost plus rate.  District-wise average interest rate paid by the groups to the bank and average rate of interest charged by the groups on its lending operations is given at Table – 4.19. The Table also gives average repayment period from SHG to bank and from members to SHG. The sample groups are getting bank loans at an average interest rate of 9.7% and lending to their members at average rate of interest of 18.4%. I.e. the groups are getting margin of 8.7%. There are marked variations in the margins among the districts ranging from 2.9% in Jalor to 13.6% in Dungarpur. Bharatpur and Bhilwara also have higher margins of 11.8% and 9.9% respectively. These margins should result in good profit for the groups. The groups are giving less repayment period to their members compared to the repayment period they get from the banks.  The difference is lowest in Bhilwara 5.4 months and Dungarpur 7.6 months and highest Jalor 10 month and Bharatpur 9.7 months. The difference between the repayment periods enable the groups to cope up with potential delays and default in repayment by the members and also rotate the funds. 

	Table – 4.19 Average interest charged by banks and groups and repayment periods to banks and groups

	 Indicator
	 Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Average rate of Interest

	Bank to SHG
	10.9
	9.0
	9.5
	9.2
	9.6
	9.7

	SHG to member
	22.7
	18.9
	23.1
	12.2
	15.4
	18.4

	Difference 
	11.8
	9.9
	13.6
	2.9
	5.9
	8.7

	Average repayment period in months

	SHG to bank
	17.9
	20.5
	18.4
	25.2
	17.4
	19.8

	Members to SHG
	8.3
	15.1
	10.9
	15.2
	9.2
	11.8

	Difference 
	9.7
	5.4
	7.6
	10.0
	8.2
	8.0


At the end of December 2005, the sample groups have profit of Rs.400,728. District-wise and promoter-wise distribution total and average profit is given at Table – 4.20. Nine groups, 4.45% of total sample groups, promoted by NGOs in Dungarpur district have 31.3% total profits. DWCD promoted groups in the district also have good amount of profit. The impact of the performance of nine NGO groups of Dungarpur can be seen in the overall performance of the district and also NGO sector groups as a whole. Profit amount do not just reflect on profitability of the operations, it reflect existence the systems, accountability, accounting of every rupee earn, etc. It implies that low profit amount of a particular group also reflects, to some extent, under utilization if not misappropriation of the funds.

	Table – 4.20: Total and average profit of sample groups

	in Rs.

	SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	DWCD
	5,477
	63,487
	54,659
	23,123
	32,512
	179,258

	ZP
	2,,606
	9,272
	1,359
	12,054
	
	25,291

	NGO
	23,027
	8,542
	125,426
	1,909
	37,275
	196,179

	Total
	31,110
	81,301
	181,444
	37,086
	69,787
	400,728

	Average profit per group

	DWCD
	548
	2,539
	1,763
	1,051
	1,806
	1,691

	ZP
	1,303
	4,636
	1,359
	2,009
	
	2,299

	NGO
	1,047
	1,220
	13,936
	477
	2,330
	3,382

	Total
	915
	2,391
	4,425
	1,159
	2,053
	2,290


Simply the profit amount does not tell the correct picture of group’s performance. Higher profit amount could be due to higher saving amount or loan amount. Table – 4.21 gives the profit-saving percentages and profit-loan percentages.  In terms of profit-saving percentage, groups promoted by ZP in Bhilwara are leading with 55.2% followed by NGO groups of Dungarpur with 45.8%. Again Dungarpur district and NGO leads profit to saving percentage thanks to nine NGO promoted groups of the district.

In terms of profit-loan amount percentages, the variations are quite sharp. NGO promoted groups of Dungarpur have 20.8% cumulative loan amount as profit. Next closest set of groups with 13.2% is promoted by DWCD in Dungarpur district.  It confirms the statement made elsewhere in this report, that the influence of best practices introduced by PEDO perhaps by other NGOs also, can be seen in the district. Among district Dungarpur leads with 17.9% with distant follower of Bikaner 7% and Bharatpur has least amount 1.4%. Among the promoters obviously NGO groups’ performance is far more superior.

	Table – 4.21: Total profit as % of cumulative saving and cumulative loan amounts

	 SHPI
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner 
	Total

	Profit as % of saving

	DWCD
	4.9
	22.4
	17.0
	5.1
	12.9
	12.6

	ZP
	3.6
	55.2
	19.4
	7.9
	
	10.2

	NGO
	5.4
	11.2
	45.8
	3.7
	18.3
	19.0

	Total
	5.1
	21.6
	30.2
	5.6
	15.3
	14.8

	Profit as % of loan amount

	DWCD
	1.9
	2.6
	13.2
	2.6
	8.7
	4.1

	ZP
	0.2
	2.5
	
	3.3
	
	1.3

	NGO
	3.2
	4.7
	20.8
	2.4
	6.0
	8.9

	Total
	1.4
	2.7
	17.9
	2.8
	7.0
	4.7


4.6.1. Distribution of profit or income
Members save and groups earn income on the saved amount. It is quite obvious that amount belong to the members. Groups either should distribute the net income it earn among the members or at least added the amount to individual saving amount in the proportion of their saved amount. The research team could not find many instance of profit being distributed among the members. Whether it is credited to the members’ accounts is also a gray area in general. However, PEDO groups are distributing 90% of income as bonus every year. The groups keep 10% income as risk funds. The groups have a good practice of preparing balance sheet and discussing it with members at a particular (foundation) day every year. The PEDO groups experience clearly suggests that introduction of ‘profit/ income distribution system every year’ would take care of many quality related problems. Members would start attending the meetings, start taking interest in the groups activities, keep record of their saving amounts try to relate their returns with that of other members and groups etc.

One serious objection for ‘profit/ income distribution system is that it could result in a reduction in the size of internal funds of the group. Whether the groups are trying to earn some incomes/ profits at all is a debatable question. Secondly whether the profits are being ploughed back properly is also not clear. Thirdly are there any checks and balances about plough back of the profits. The proposed system is expected to become an effective checks and balancing mechanism in the group. Further introduction of profit distributing system coupled with introduction of flexible saving products would ensure higher saving amounts. One may argue that flexible saving products may complicate the accounting procedure. The answer is that people are living with and overcoming many such complicate situations with their own native knowledge and skills. They can manage this complexity provided they take interest or develop stake in group activities. 

4.7. Conclusions

· Groups are able to mobilize negligible percentage of household saving amount. Promoters and groups should ponder how to mobilize larger savings from the members and how to convert SHGs as serious saving institutions. The analysis in the chapter indicates that option of flexible saving and regular repayment of interest/ dividend on saving encourage the house to invest larger share of household savings in the SHG. 

· Instead of completely focusing on bank linkages and subsidies, groups are advised to focus on internal lending, rotation of funds, systems, etc. To quote from the proceedings of SHG conference recently held at Jaipur that some of the women also shared their expectations of their own groups. This included prompt repayment and an attitude of self-sufficiency, which did not seek subsidies and loan waivers. As one member eloquently pleaded - Let us learn to stand on our own two feet and not look for handouts. If we do that then a time will come when the banks and government officials will come to us, instead of us having to go to them (ARAVALI, 2006).
· Distribution of profit every year – (a) motivate members to attend the meetings and take active part in functioning of their group, assess the performance of their group with that of others. It also ensures accountability of leaders and accounting of every rupee earn. It also generates demand for capacity building and support services for proper utilization of funds and accounting systems. 
· The experience of PEDO/ NGOs of Dungarpur indicates that good systems not only result in good performance of groups but also enable SHGs to bring more financial inclusion.
 The experience also indicates that subsidies are not that important.
 The experience also indicates that groups can generate internal resources to meet the operational and development needs of the groups.
· Standard financial analytical tools, models, etc need appropriate modification before applying them in rural areas, where predominant source of livelihoods is seasonal.
Chapter – 5: IMPACT OF SHGs
As observed elsewhere in the country, in the study area also the SHGs have helped participating families to improve their economic condition and also contributed for empowerment of women. It also contributed for the improvement of the performance of some rural bank branches. This chapter analyses the impact of SHGs on economic condition of the families and particularly on women, social change and gender equity. Here the members’ perceptions were only considered in analyzing the impact. Groups were asked to choose options - (a) yes, (b) no and (c) can not say – to each of select economic and social development indicators. Groups’ response is presented at the Figure – 5.1 below
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Figure – 5.1
	1. Increase in household income, 2. Employment generation, 3. Credit is easily available, 4. Access to formal institutions, 5. Access to pro-poor programs, 6. Free from money lenders, 7. Indebted due to credit, 8. Habit of savings, 9. More expenditure on food, 10. Health status improved, 11. Less dependence on others, 12. Educational levels improved, 13. Self-confidence increased, 14. Decision making power, 15. Interaction with others, 16. Leadership qualities and 17. group solidarity 


Out of listed 17 indicators five indicators got positive response from more than 50% of total sample groups. To assess the impact of SHGs district-wise, promoter-wise and caste-wise all positive responses were aggregated and cross tabulated as per the district, SHPI and caste. Impact is also analyzed from the perceptions of secondary stakeholders also. Impact on the banks is analyzed with the information provided by the branch managers during their interviews with the research team and the opinions expressed.

5.1. Economic Impact

Under economic impact the indicators considered are change in household income, change in employment days, saving, availability of credit, indebtedness and free from money lenders. District-wise response of groups regarding economic impact related indicators is given at Table – 5.1.  The development of the habit of saving is widely felt gain as many as 97.5% of sample groups responded positively to this indicator. It is uniformly felt across the districts. Second important gain realized by the groups is that credit is easily available. As many as 68.8% groups responded positively, but there are significant variations across the districts. It varies from 42.9% in Jalor to 97.5% in Bhilwara. About 36.1% of groups responded positively for increase in household income. Again there is a sizable inter district variations ranging from 12.5% in Bikaner to 62.5% Bhilwara. Increase in employment days also followed similar pattern but to a lesser extent. Free from money lender is another positive gain according to 42.1% sample groups. Indebtedness has increased because of SHG/ bank linkage according 4% of groups. It is 9.5% in Jalor and 5.3% in Bharatpur. 

5.1.1. District-wise economic impact 

It appears that Bhilwara groups got major economic benefits among five sample districts and Bikaner is at the bottom of the rung. It appears that relatively good quality groups and higher amount of bank loans appear to have a good economic impact in Bhilwara. The research team also observed that groups in Bhilwara normally do not deposit their monthly saving in the banks and banks also exempted the groups  from doing so in the district. Naturally the amount must be used for internal lending. This factor also might have contributed for good impact realized by the groups in this district. Lack of economic benefits could be the principal reason for the defunct of many groups
 and drop outs in Bikaner district.  It could be other way round also. 

Relatively higher percentage of groups from Bharatpur reported economic benefits vis-à-vis Dungarpur, where groups’ performance on many financial indicators is far better than that of Bharatpur groups. In Bharatpur one of major focuses of LUPIN, the leading NGO in the district is micro-enterprises.  Another reason could be that that in Dungarpur majority of members are poor tribal people, who are poorly endowed in terms resources, skills and market access compared to their counterparts in Bharatpur. 

	Table – 5.1: District-wise groups’ response to economic indicators  (in %)

	Indicator
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Increase in HH income
	47.4
	62.5
	42.9
	16.7
	12.5
	36.1

	Credit easily available
	73.7
	97.5
	81
	42.9
	50
	68.8

	Indebted
	5.3
	2.5
	2.4
	9.5
	0
	4

	More employment
	44.7
	50
	26.2
	21.4
	15
	31.2

	Saving habit
	100
	97.5
	95.2
	97.6
	97.5
	97.5

	Free from Money lender
	44.7
	52.5
	45.2
	28.6
	40
	42.1

	Total number of SHGs
	38
	40
	42
	42
	40
	202

	Note:- Figures in last row are actual numbers and others are % of last row. As these are multiple responses column % totals do not add to 100


5.1.2. Promoter-wise economic impact

Groups’ positive responses were cross tabulated according to the type of promoter. Relatively more number of NGO promoted groups responded positively for all listed economic indicators except for employment generation. Though leading in employment generation, overall experience of ZP promoted groups appears to be very depressing as 33% of groups have an increase in indebtedness compare to 4% of total groups and only 17% groups, compare to 42% of all groups, reported that they are free from money lenders. Only 50% of ZP groups said that credit is easily available compare to 69% of total groups.  Similarly only 8% of ZP groups reported access to formal institutions as a gain compares 38% of total groups and 42% of NGO promoted groups.     

	Table – 5.2: Promoter-wise response of groups for economic indicators     (in %)

	 Indicator
	DWCD
	ZP
	NGO
	Total

	Household income increased
	36
	33
	37
	36

	Credit is easily available
	70
	50
	70
	69

	Indebted due to credits 
	2
	33
	3
	4

	Employment Generation
	26
	58
	36
	31

	Access to formal institutions
	38
	8
	42
	38

	Habit of savings
	96
	100
	100
	98

	Free from money-lenders 
	41
	17
	48
	42

	Total number of groups
	123
	12
	67
	202

	Note: - Figures in last row are actual numbers and others are % of last row. As these are multiple responses column % totals do not add to 100


5.1.3. Economic impact on poor and vulnerable

SC and ST castes to a large extent represent the poorer and vulnerable sections if not the poorest in India in general and in Rajasthan in particular. Therefore caste is used as proxy for all kinds of vulnerable sections like BPL, landless, wage labour, etc to keep the report in a reasonable limit. Evidently in many cases same families have all these characteristics. The economic impact of SHGs on different caste groups is analyzed here. All 202 sample groups are divided according to caste groups. If a particular caste category members consists 50% and above of group, it is considered as that caste category group. Positive response of groups for economic indicators is cross tabulated at Table 5.3. Among all caste groups, higher percentage of minority groups positively responded for most of the economic indicators. Perhaps minorities groups’ zero positive response to the indicator ‘access to formal institutions’ could be due to communication gap. In any case total number of minority groups is only three. Among other four categories, ST groups experience seems to more positive followed by BS groups and SC groups. This is an encouraging picture that ST, the poorest community, groups experienced relatively more gains from SHG. One of the reasons could be that most of ST groups are situated in Dungarpur district, the better performing district on many financial parameters and PEDO, whose 100% groups got ‘A’ grade, also situated in that district. Relatively less percentage of groups of OC category groups reported gains from SHG compare to other groups. It may be due to the fact that the indicator may not be applicable to some of them. E.g. only 29% of OC said that they are now free from money lender, it could be that some of remaining groups might not have that problem at the first place therefore no question of getting free from money lender.     

	Table – 5.3: Caste-wise response of groups for economic indicators    (in %)

	Indicator
	ST-ND
	SC-ND
	BC-ND
	Min-ND
	OC-ND
	Total

	Household income increased
	44
	27
	38
	67
	29
	36

	Credit is easily available
	79
	59
	71
	67
	62
	69

	Indebted due to credits 
	0
	2
	6
	0
	10
	4

	Employment Generation
	26
	31
	32
	67
	33
	31

	Access to formal institutions 
	40
	33
	39
	0
	43
	38

	Habit of savings
	95
	96
	99
	100
	100
	98

	Free from money-lenders 
	56
	37
	40
	67
	29
	42

	Total number of groups
	43
	51
	84
	3
	21
	202

	Note 1: -ND – Numerically dominant, ST – Schedule Tribes, Schedule Caste, BC – Backward caste, Min – Minorities and OC – Other castes 

Note 2:- Figures in last row are actual numbers and others are % of last row. As these are multiple responses column % totals do not add to 100


5.2. Social development and gender equity impact 

Under this section, indicators included are – access to pro-poor programs, increase in food expenditure, improvement in health, less dependent on others, increase in education, increase in confidence level, decision making, leadership qualities, group solidarity and ability to interact with others. This is not an exhaustive list but only an indicative list. Increase in expenditure on food is included in this list because it is evident that under poverty engendered conditions, increase in expenditure on food normally brings equity in intra-household food distribution. Before turning to analysis of social impact a word of caution, as it takes long time and need multi-pronged strategy for changes in gender equity and social development, one can’t expect a dramatic change in these indicators within a few years of participation in SHG. Whatever change that is observed could be result of other factors also.

5.2.1. District-wise social impact

It seems that overall district-wise impact on social development and gender equity broadly follows the economic impact pattern discussed above. Bharatpur, Bhilwara and Dungarpur have more positive response compared to Jalor and Bikaner. Among listed indicators, ‘increase in confidence’ is more widely realized, as many as 63.4% groups positively responded to this indicator.  Decision making and group solidarity are second and third widely felt benefits. Less dependent on others and leadership qualities are also experienced benefit by about half of the sample groups. It interesting to note that relatively more number of groups from Bikaner and Dungarpur is accessing pro-poor programs.   

	Table- 5.4: District wise response of groups on social development and gender equity indicators      (in %)

	Indicator
	Bharatpur
	Bhilwara
	Dungarpur
	Jalor
	Bikaner
	Total

	Access to pro-poor programs
	10.5
	12.5
	19
	11.9
	27.5
	16.3

	More expenditure on food
	31.6
	37.5
	21.4
	7.1
	10
	21.3

	Improvement in health
	52.6
	50
	42.9
	16.7
	7.5
	33.7

	Less dependent on others
	50
	52.5
	59.5
	38.1
	20
	44.1

	Increase in Education
	34.2
	42.5
	38.1
	23.8
	25
	32.7

	Increase in confidence
	78.9
	72.5
	76.2
	50
	40
	63.4

	Decision making
	65.8
	62.5
	73.8
	54.8
	40
	59.4

	Leadership qualities
	47.4
	52.5
	50
	45.2
	40
	47

	Group Solidarity
	76.3
	62.5
	66.7
	50
	35
	57.9

	Total number of SHGs
	38
	40
	42
	42
	40
	202

	Note: - Figures in last row are actual numbers and others are % of last row. As these are multiple responses column % totals do not add to 100


5.2.2. Promoter-wise social impact

Relatively more number of ZP promoted groups positively responded for social indicators. It is not expected given their poor response on economic indicators. One of the noteworthy features is that significantly more number of NGO promoted groups positively responded for the indicator ‘increase in expenditure on food’. As mentioned earlier that normally an increase in expenditure on food brings equity in intra-family distribution of food, it reflect significant changes and gains.  

	Table – 5.5: Promoter-wise response of groups for social development and gender equity indicators      (in %)

	 Indicator
	DWCD
	ZP
	NGO
	Total

	Access to pro-poor programmes
	16
	8
	18
	16

	More expenditure on food
	19
	17
	27
	21

	Health status improved
	35
	8
	36
	34

	Independent life
	41
	58
	46
	44

	Education levels improved
	34
	42
	28
	33

	Self-confidence
	61
	75
	66
	63

	Decision Making power 
	58
	75
	60
	59

	Leadership qualities
	47
	42
	48
	47

	Group solidarity
	59
	67
	55
	58

	Total number of SHGs
	123
	12
	67
	202

	Note: - Figures in last row are actual numbers and others are % of last row. As these are multiple responses column % totals do not add to 100


5.2.3. Caste-wise social impact

Higher percentage of minority groups positively reported on Self-confidence, decision making power, leadership-qualities, less dependence on others. As minorities groups are too few to compare their experience with other caste groups, keep the aside, ST groups lead in positive response among four caste groups. OC and BC caste groups are in second and third position in terms of positive response. As discussed above, ST groups’ might have benefited in by good practices introduced by PEDO and other NGOs in Dungarpur. High positive response of OC and BC groups could be because of moderation of traditional culture practices, under which women, particularly from caste, were confined to their homes only.  In this way SHGs’ role is highly appreciable. SC groups’ response also broadly follows other caste groups albeit less percentages. SC groups are leading in accessing pro-poor programs and increase in expenditure on food. 

	Table 5.6: Caste-wise of response of groups on social change

	Indicator
	ST-ND
	SC-ND
	BC-ND
	Min-ND
	OC-ND
	Total

	Access to pro-poor programmes 
	16
	20
	17
	0
	10
	16

	More expenditure on food
	16
	24
	21
	33
	24
	21

	Health status improved
	33
	24
	40
	0
	38
	34

	Less dependent on others
	49
	35
	45
	67
	48
	44

	Education levels improved
	30
	25
	33
	33
	52
	33

	Self-confidence 
	70
	53
	64
	100
	67
	63

	Decision Making power
	67
	47
	61
	100
	62
	59

	Interaction with others
	26
	16
	27
	0
	29
	24

	Leadership qualities
	47
	39
	54
	67
	38
	47

	Group solidarity 
	63
	49
	63
	33
	52
	58

	Total number of groups
	43
	51
	84
	3
	21
	202

	Note 1: -ND – Numerically dominant, ST – Schedule Tribes, Schedule Caste, BC – Backward caste, Min – Minorities and OC – Other castes
Note 2: - Figures in last row are actual numbers and others are % of last row. As these are multiple responses column % totals do not add to 100


5.3. Officials’ perception about the impact of SHGs

The research team interviewed 70 government and bank officials at district, block and bank branch level. Majority opinion is that SHGs have significant impact on women empowerment, medium impact on household income and employment and negligible impact on health and education matters.

Over 60% of officials said that women started coming out of the houses, out of Ghunghat, participating in meetings, visiting banks and offices, interacting with other including officials and men, so on. Women’s confidence level has increased and started confidently participating in the meetings (22%).  Women started taking decisions in times of need and reduced their dependence on male members (10%), taking decisions about loans, accessing loans from the SHGs, taking decisions about use of the funds, utilizing the funds including for purchase of productive assets (9%). Regarding social development and women empowerment there were dissents from the officials. Some other officials noted the following aspects of women empowerment – women started discussing issues like child marriage, protesting against country liquor, contesting elections, taking personal care, able to talk before village elders and officials and cooperation among them. other did not give their opinion citing reasons like recently taken charge, temporarily holding the position, etc. 

5.3.1. Economic impact

Regarding economic impact the opinion is divided though majority opinion is positive. About 28% officials feel that families’ incomes have increased due to their participation in SHGs. By taking up new livelihood activities, women are able to generate additional income for the families and able raise families’ standard of living. By taking up activities like midday-meal, vegetable cultivation, animal husbandry and dairy and Grocery shop, women had generated additional employment for themselves and their family members (29%). Women have cash at their disposal and able o meet small expenditure needs such as consumption, health and education (14%).

5.3.2. Health, education and nutrition

A sizable portion of officials did not see any economic improvement because of SHGs. According to 30% of officials, there was no significant change in the family incomes because of drought condition and migration. Another 14% officials feel that there is no significant change in employment status as almost entire loan amounts were spent on consumption purpose. These two statements clearly indicate that SHGs contributed significantly for the protection of economic status of members’ families during the crises period. During last four-five years the state was under severe drought. The members, who are mostly poor, would have raised loans from money lenders and other informal sources at very high rate of interest to meet the family consumption needs and would have slipped down the economic rung,.  But participation is SHGs saved them from such a catastrophe 

A sizable number of official feel that there is no significant change in health (30%) and education (29%). However improvement in these two field observed by other officials such as increase in children, particularly girl children, going to school (17%), awareness about importance of education increased and some members became neo-literates (2%), increase in quantity and quality of food intake 4%, Increase in health conscious and personal hygiene 7%, sharing health issues 6%, able to spend on health 4%, awareness on family planning 6%, taking care of children’s immunization 3% and increase in women’s participation various  DWCD programs 7%.
5.4. Impact on banks

Evidence from many parts of the country abundantly made it clear that SHG-bank linkage not only helped the groups and members but also the banks themselves (see e.g.  Seibel, H. D. and Harishkumar R. Dave, 2002 and Harper, Malcolm and Manoj Nath, undated). According to RBI’s internal report on RRBs the over all performance of RRBs in terms of deposit mobilization, recovery rate, credit deposit ratio (CDR), non-performing assets (NPA), operational costs and profitability improved significantly in recent years (RBI, 2004). Quality lending was a big challenge for RRBs for many years but not any more. For all RRBs together the agricultural credit grew at an average of 33 per cent annually during the period 2000 to 2004, while non-agriculture credit rose sharply by 126 per cent annually, mainly on account of a  sharper growth in credit to SHGs, SSIs and others (Ibid). 
Similar picture was observed in Rajasthan and sample districts. The case study of Bikaner Kshetriya Grameena Bank (BKGB) illustrates the point.  The data of the bank for select financial parameters for year 2002 and 2005 is given at Table – 5.7.  The credit deposit ratio of the bank increased from 0.67 to 0.88 during 2002 and 2005. The NPA have declined from 8.57% to 2.60% thanks to lending operations to SHGs. Though the study does not have data about the share of SHG lending in overall lending of BKGB and its trend, the aggregate data of RRB (Ibid) clearly indicates that SHG lending share is increasing in overall lending of RRBs.
	Table – 5.7: Change in fortunes of Bikaner Kshetriya Grameena Bank (BKGB)

	Indicator\ Year
	2002
	2005

	Deposits Rs. Million
	420
	570

	Advances Rs. Million
	280
	500

	CDR
	0.67
	0.88

	Operational cost
	8.87%
	5.46%

	NPA
	8.57%
	2.60%

	Source: Interview with the Chairman BKGB


The research team collected SHGs related operations from 30 bank branches, which includes 14 commercial bank branches, 11 RRBs and 5 cooperative banks, while interviewing the respective managers. However the managers could not give complete information in required form because of variety of reasons ranging from non-availability of data with them owing to on going computerization to busy with year end operations. According to that data
 NPA, overdue cases are very few and amount is very little and confided to a few banks and branches. E.g. among 30 branches only one branch of Bank of Baroda reported NPA of Rs.40,000. No other branch has reported NPA. It turns out to be the overall NPA is 0.16%. Overdue cases are 9.77% and amount is 3.73% mostly confined to RRBs. 

Above description clearly shows that SHG lending is a very good commercial operation. Most of branch managers articulated this aspect while enumerating the benefits to the bank from SHG lending. The benefits include increase in customer base and overall business, increase in profits, low operational cost, refinance from NABARD at lower interest rate, deposits at lower interest rates. Few also mentioned about fulfilling social obligations.

5.5. Conclusions

· SHGs contributed for both economic and social development of participating members and families. 

· What is often not highlighted properly is the protective role that SHGs is performing, i.e. halting the process of impoverishment due to external and internal shocks. Though present study also not assessed this role directly, the indirect evidence suggests that SHG participation did help the members and their families in coping the unprecedented drought.  

· SHGs can help SHPIs in effectively discharging their other functions.

· Banks should understand the potential of SHG lending and should take up a proactive role.

CHAPTER – 6: CONSTRAINTS

SHG movement is growing unevenly in the state. The overall quality of the groups is low and there are startling inter-district and inter-type of promoter and intra-type of promoter variations across the groups. As Prof. Vyas pointed out that the number as well as quality of the groups is largely determined by the enthusiasm of the field level state functionaries in a district. There is hardly any correlation between the poverty of the districts and the number of SHG. Often cited constraints for even and quality development of SHG movement in the state are: (a) overemphasis on numbers, and (b) absence of capacity building inputs to secondary and primary stakeholders. It appears that both constraints are a bit exaggerated and other constraints, which are equally if not more important are generally ignored. This chapter enumerates various constraints, which are hampering the quality and balanced growth of SHGs in the state. These constraints are grouped into three categories, viz. Structural constraints, strategy related constraints and operational constraints.

6.1. Structural constraints

These constraints are related to geographical conditions, population characteristics, occupation structure, cultural practices, etc.   

6.1.1. Dispersed habitats

Rajasthan is India’s largest state with one of the lowest population density. Human settlements are widely spread, SHPIs finding it difficult to find members for a group from a single habitat. This is one of the important reasons for not able to conduct meetings regularly. Some official interviewed feel dispersed habitations is one of the main reasons for less number of SHGs in certain areas.  It may also add to the cost of group promotion and providing of support services.
6.1.2. Illiteracy

Female literacy rate in Rajasthan is one of the lowest in the country. In state as many as about 75% women in rural areas are illiterates. The illiteracy levels are even higher among the poor women. Heavy dependency on SHPIs and others for book keeping and for bank transactions is direct outcome of the high illiteracy. In the sample, 62% groups depend on SHPIs staff and 17% groups depend on unpaid non-members (usually family members of leaders) for records updating. 
6.1.3. Cultural practices

Rajasthan is most conservative state. Discrimination against women is very high. Women are mostly confined to homes and own productive work. The proportion of self employed in the state 79% is significantly higher than that of national average 51%. The proportion of female cultivators 67% is higher than that of male by 10% points in the state. It is about three times higher than national average. It implies that women, especially in upper castes, are not encouraged if not prevented to work as wage labour even if the family is starving. It was observed in the study area that though certain trainings were meant for other members, along the leaders, many did not participated citing cultural problems. It was also observed many a time elderly woman in the family takes membership in SHG again because of cultural problems. 

6.1.4. Predominance of agriculture

Over 85% of rural female workforce is employed in agriculture and allied activities either as cultivators or labour. As agriculture gives seasonal income, members finding it difficult to save on regular basis and also repay loans in regular installments. Recent prolonged drought added to the woes of the members in certain parts. This may be preventing women from cultivating families from joining SHGs. Though over 2/3rds of women work force is employed as cultivators, their share in sample membership is about 1/4th.

6.1.5. Migration

It is one of the important livelihood sources for the poor in certain parts of the state. Sizable section of poor are involved. Nomadic life style is also in vogue. It is noticed in the field that both members and leaders are facing certain problems because of migration. Because of male migration, women are not able to find time to participate in meetings in certain places. Migration is cited as one of the reasons for poor attendance in the meetings, irregular savings, irregularities in loan installment payments, low internal loans, etc. 

6.1.6. Fatalistic mentality

Normally poor have bleak outlook about the future. The same in case of poor in Rajasthan, who lived with harsh environment, unequal economic development and rigid and conservative social systems, is even bad. They do not believe in development and change. Many sample groups did not show interest for change of their occupation, to learn new skills, to take up supplementary livelihoods. Absence of internal loans in some groups, non-availing of any loan even after continuing as member for years, not taking interest in their group functioning, etc are few example to cite.

Structural constraints are imposed by the nature and larger systems, which takes long time to, and larger efforts (beyond SHG program) for change. The program should take advantages of latest developments like IT to overcome certain limitations like distance and illiteracy related problems. Flexible saving and repayment options should be given to overcome seasonal problem of agriculture and migration, to attract and retain large number of members and large amounts of savings. 

6.2. Strategy related constraints

In contrast to structural constraints, the strategy related constraints and operational constraints are by and large, self made and these can be changed easily. Some important strategy related constraints are described below.

6.2.1. Overemphasis on numbers and lack of co-ordination
It is very well known fact that many government departments, of late NGOs also, are promoting SHGs on target made. As mentioned earlier target approach proved to be both the strength and weakness of the program. It is important to remind that target per se are not a big problem, the methods used to achieve the targets are major constraints. Another serious flaw in the strategy is that at least half a dozen government departments/ wings are involved in promotion of SHGs without any coordination among themselves.
  Membership in more than one SHG becomes quite common practice in some places. 

6.2.2. SHPIs assume the role of implementer

This is a serious constraint. Almost all SHPIs play major and active role in promotion and functioning of SHGs. Their activities include, introduction of the idea, selection of members, selection of leader, dictation of norms, imposition of systems, etc. As a result there is very little scope or opportunity for the members to internalize the idea and take a proactive role. As members did not reflect and internalized the systems introduced, they are perpetually dependent on SHPIs’ staff for its day to day activities. SHPIs’ staff joining in the group and also taking over leadership in many of DWCD groups is a striking example. In the study it was observed that NGO take more active role than other two. 

6.2.3. Not going to the core of the problem

It appears that the issues like (1) embers not taking interest in a program like SHG, which is considered as the most effective poverty eradication and women empowerment program in the country, (2) why members are not interested in loans
 that are being made available at much cheaper rate of interest compare to the market, etc were never pondered over. Apathy on the part of members toward groups is conspicuously visible in the field.
6.2.4. No mechanism to get enthusiastic involvement of members in management and ownership of the groups

Though NABARD claims that it had brought a paradigm shift in rural credit from ‘loan centered strategy’ to ‘saving centered strategy’, the sample groups, by and large, are functioning around loans if not around subsidies. Savings are nominal
 if not notional
 at times. Even worse is that many members do not know where the saving amount is, how it is being used, for what purpose saving is done, etc.  As the experience of PEDO suggests that introduction of mechanisms like payment of dividend on saving and preparation of, and discussion on, balance sheet encourage members to take an active role in the group activities and increase their saving amount. It would also act as a checks and balancing act on group functioning. 

6.2.5. Neglect of salient features of SHG

This is another serious problem. Often SHPIs treat promotion of SHGs as an additional activity and often ignore the salient features of the SHG program. The main features include (a) unlike in other development activities like say watershed, primary stakeholders are by default the main players, (b) SHGs are such a useful institution through which other activities of SHPIs could be effectively accomplished, (c) unlike many other development activities, SHGs can generate internal resources to pay for professional services and other needs. Given the inbuilt strengths of SHG, the promoters also get equally benefited from their association with the program. It is observed in the study area, because of SHGs, more and more number of women are participating in DWCD’s other  activities like health, nutrition, family planning, pulse polio, etc. PEDO groups are paying for most of the services they receive either form SHPI or others. 

The list of strategy related constraints discussed above is only an illustrative list. There could be some overlapping and there is a thin division between them and operational constraints, which are going to be discussed below. 

6.3. Operational related constraints

6.3.1. Misinformation and false promises

It is observed in the field that as field staff of some of SHPIs are under severe pressure to meet their stiff targets, give misinformation like subsidy loans to achieve their target in quick time. The Nokha block’s FGD, in which 2 URMUL and 3 DWCD groups participated, illustrate the point. Two types of SHPIs gave the following inputs to their groups regarding the purpose of group:

	NGO – URMUL

· You will have regular savings

· You will get support from the government (subsidy)

· You will get loan for social functions and consumption purposes like marriage 

· You will get interest on your saving as a result increase in your savings
	DWCD – ICDS
· You save regularly

· You will get subsidy loan from bank


6.3.2. Groups’ functioning as per the convenience of SHPIs and Leaders

Meeting dates, venues and saving and installment collection schedules appear to be fixed at the convenience of the SHPIs’ field staff and leader.  Convenience of members is neglected. E.g. group meetings, in 41% of sample SHGs, are fixed at afternoon, which is convenient time for the AWW. But members have to loose a days wage if they have to attend the meeting in the afternoon. Similarly meetings takes in NGO promoted groups, when the field staff’s visit the village, which normally takes place at the convenience of the field staff.

6.3.3. Absence of checks and balances   

Except a couple of exceptions, almost all groups lend the funds to their members either at 12% or 24% of interest. Most of groups get good margin on the lending operations, i.e. the difference between lending rate to members and cost of funds. But some groups have paltry surpluses as low as 3.6% of saving amount or 0.2% of loan amounts. At the same time there are no major defaults and NPAs in any of the sample groups.  This clearly reflects the absence of accountability on the part of leaders and SHPIs. Perhaps the leader or SHPIs’ lower staff are not fully accounting the returns earn on savings and loans. Many groups said that they are not getting any return on their savings. It may be possible that banks may be paying the interest but the leaders are not showing the same in their accounts. It also may be possible that leaders are neither depositing the saving in the bank or not keeping the amount in the saving bank account for long time.
 
6.3.4. Promotional cost

NABARD provides promotional incentive at the rate of around Rs.1,800 per group. The incentive period is from initiation of groups to getting of first bank linkage. Similarly ZP provides promotional cost at the rate of Rs.8,000. The ZP incentive period is from initiation of the group to grounding of group’s livelihood activity. Both last about one year. After that NGOs may find it difficult to extent same level of support to the groups. 

6.3.5. Absence of user friendly books

One of the reasons for less than desirable quality of record keeping could be  lack of user friendly books. Through proper set of books, members’ awareness about their saving and loan status would increases and also about the rules and regulation of the groups.

6.4. Constraints from banks

These are very serious constraints. Some of these are elaborated below.

6.4.1. Tedious procedures

Opening up of bank account is cumbersome process according to many groups. It involves physical presence of every member in the bank. Some groups had to presented themselves more than once before bank manager to open the account. Many members feel that banking processes are too complex and given the choice they would not like to go to bank again.
 Many groups and a couple of NGOs also said that some bank managers insist that all members should sign. Some of these managers might have bitter experience with ‘thumb impression’. Perhaps introduction of software, by banks, that reads/ identifies the ‘thumb impression’ may solve this problem immediately. 
6.4.2. Small size loans

Majority of groups and members feel that loan sizes are too small. Banks normally do not reject any loan application.
 But amount they sanctioned depends on their perceived quality of the groups. Some of the banks are lending as low as Rs.1,000 as first loan. Bank of Rajasthan and Punjab National Banks are lending very low amounts according to some groups. Target fulfillment perhaps is major motive for sanctioning these kinds of loans.
6.4.3. Social cost of loan process

It is always said that group lending is cheaper for banks but cost to group is always ignored or assumed to be zero. Groups do incur expenditure, which include opportunity cost of labour or foregone wages, travel and related expenditure. This expenditure is not negligible as a proportion of loan amount in majority of the cases, which get small loans. 

6.4.4. Obsession with productive loan

Almost all bank mangers are obsessed with production loans. Banks are willing to finance any amount for a very good livelihood or micro enterprise project. They pointed out that currently they are sanctioning small loans because the purpose was consumption. They ignored the fact that groups have repaid in fact prepaid the loans, which were sanctioned or utilized primarily for consumption purposes. It is always overlooked not only by the banks but many sympathizers and pioneers of the SHG movement that the poorest first need loans to meet their shortfalls in subsistence consumption and health emergencies. Timely availability of credit from institutional sources in required quantity would save them from falling as prey to money lenders. 
6.4.5. Loan Melas
Yet another bankers’ practice, which has severe detrimental effect on SHGs functioning and mF is loan Melas (big functions). Some banks are distributing loans through Melas. They justify the practice by saying that Melas generate awareness among the SHG members. Some of NGOs also support Melas as they pressurize lower level bank officers to process the SHGs application quickly. But it involves direct
 and indirect
 costs for the members. Another and more serious problem is that Melas give a wrong signal to the members that bank loan is somehow related to the State doles.     

6.4.6. Impounding of Savings

There are number of complaints in the state that banks are illegally impounding saving amounts as collateral to the loan (Malhotra, R 2006). These added up to the cost. The study team also found that banks are insisting on regular depositing of saving amount in the bank as precondition for sanctioning a loan in four out of five sample districts. In Bhilwara it is being exempted. Loan amount normally depends on the deposited amount at the time sanction not on aggregate group saving. There is no clarity about interest payment on bank deposits. According to the information gathered by the research team some banks are not paying interest on the amount deposited in the saving account and others deposits. Perhaps non-payment of interest is a rumor generated purposefully by the leaders and lower staff to corner it. But impounding of a part of loan amount is also in vogue. No interest is paid on such impounded loan amounts according to some groups. 
 All these add to the effective cost of loans.

6.4.7. Uncertainty

The net result of different actions of banks is that groups face big uncertainty about:

· Whether they get loan or not

· Whether they get the amount requested or not

· When they get loan

6.4.8. SGSY impasse

To weed out various corrupt practices in the SGSY, the subsidy component is made back ended, i.e. the groups get the subsidy only after complete repayment of loan component. It resulted in that bank have to bear entire risk. To avoid the risk the banks follow strict yardsticks while assessing SGSY application and rejections are quite common.

Because of these uncertainties and other problems with the banks, money lender remains an important source of finance. 
6.5. Human resources constraints
SHPIs also need skill development in above mentioned fields.  

Awareness generation and capacity building programs need to be taken up on a big scale. It is worth recalling that it was observed in the field that members do not prefer to attend long period (i.e. more than a day) training programs outside their villages because of cultural problems. 

If the constraints listed under different heads above are addressed, need for capacity building trainings would comedown drastically. If the primary stakeholders develop a stake in the program, they can manage many aspects of SHG functioning with their own native skills and knowledge. 

CHAPTER – 7: CAPACITY BUILDING NEEDS AND CURRENT RESOURCE INSTITUTIONS
7.1. Capacity building needs

1. All SHPIs should be made understand the fallacies in their current SHG promotional strategies and help them to overcome those. This is the major capacity building need in the state. 

2. Similarly banks should also be made to understand the shortcoming in their current SHG lending and transactions. Banks should also be made to understand that some of their current practices not only detrimental to the growth of SHGs but also to the image and business of those banks.

3. Low awareness about general development and SHG potentials and low skill levels in SHG functioning and enterprise development and livelihood diversifications on the part of the primary stakeholders is another major constraint. State government should be sensitized to take up a massive campaign about the above issues in the electronic media.

4. Once the SHPIs change their promotional strategies and once the primary stakeholders start owning the group, promotion of SHGs and facilitation of their functioning become an easy task for the field staff. 

5. Social cost of bank linkages, bear by the SHGs, need to be understood and effort should be made to minimize those costs for healthy and accelerated growth of SHG sector.

6. Primary stakeholders do need trainings in various aspects of SHG, new livelihood option. However under current cultural practices, women may not be able participate in training programs that involve night stay outside their own village. Therefore, to the extent possible, trainings should be made at decentralized level. In training centers adequate safety and comforts - including crèches should be provided to the members. 

7. The field staff of SHPIs does need training. Their training should include what they should do and what they should not do in the promotion of SHG. The field staff should be made to understand that their role is limited to facilitation only.  

7.2. Current resource institutions

1. Currently NABARD is the major resource institute for SHG promotion, providing range of services such as facilitating bank-linkages, guiding banks, incentives to SHPIs, training primary and secondary stakeholders including banks, research and experimentations, participating in all important forums on SHG and establishing linkages with all important players.

2. SRTT is another principal resource institute providing funds, guidance and host of other support services for the effective growth SHG in the state.

3. WSHGI has started giving training to DWCD staff and also primary stakeholders and also technical support to the DWCD.

4. NGOs appear to be major support organizations in the state as both DWCD and ZP are taking the services of NGOs in SHG promotion.

5. BASIX and DHAN foundation, which have rich experience in mF have offices in the state

6. Among local NGOs, ARAVALI seems to be playing a unique role by organizing yearly Colloquium on mF since 2004, which is bringing together all important players in the sector.

7. PEDO appears to be a model at least in the Dungarpur district if not beyond. 

8. All members of Sa-Dhan and its resource institutions and persons from the state, like Ibtada have rich experience.

9. Sakhi Samithi, a community based organization promoted (CBO) by PRADAN is also involved in promotion of SHGs.

10. Though primarily to promote their own business banks like ICICI bank entering into the field.

11. Similarly insurance companies like ICICI Prudential are in the field. 

12. Under livelihood support services, Rajasthan Livelihood Mission could be a very good support organization.

CHAPTER – 8: ISSUES, RECOMMENDATIONS AND AGENDA FOR CMF
8.1. Issues

The report is comprehensively summarized in the executive summary and concluding remarks are given at the end of each chapter. Therefore formal summary and conclusions are skipped here to save the space. However to put the recommendations for CmF’s future agenda in proper perspective a few observations are given below. 

The macro situations such as non-availability of secondary data about SHGs, significantly lower average loan size in the state as a whole compare to national average, etc, suggest low quality of SHG movement in the state. Wide uneven development across the districts is another serious cause for concern. The study took a closer look at the quality of groups and operational issues of functional groups. The study found that 70% (total of ‘B’ and ‘C’ groups) of sample groups need capacity building inputs before getting bank linkage as per NABARD guidelines. But 75% of groups got bank linkage albeit small amounts in many cases. Among various parameters that are considered in grading, almost all groups performed poorly in governance/ systems related variables such as meetings, setting of norms, observing the norms, rotation of leaders, maintenance of books, etc. Though the overall performance of some of the groups in terms of financial parameters like saving, repayment loan installments, etc, good, the grading does not capture the motive/ intentions of members/ groups in saving, repayment/ prepayment of loans/ installments, etc. E.g. loan could have been prepaid either to get subsequent larger loan or due to lack of interest/ demand for the loan on the part of members/ groups. 

In chapter – 6, major constraints for the SHG sector/ mF are discussed. Four types of constraints were identified. Those are     

1. Structural constrains – include (a) dispersed habitations, (b) higher levels of illiteracy, (c) cultural practices, (d) fatalistic mentality, (e) migration and (f) predominance of agriculture.

2. Strategy related constraints – include (a) overemphasis on numbers and lack of coordination, (b) SHPIs assumes the role of implementer, (c) not going to the core of the problem, (d) no mechanism to get enthusiastic involvement of members in management and ownership of the groups and (e) neglect of salient features of SHG.

3. Operational related constrains – include (a) misinformation and false promises, (b) group functioning at the convenience of SHPIs/ leaders, (c) absence of checks and balances, (d) inadequate promotional cost, (e) absence of user friendly books and (f) inadequate trained human resources.

4. Constraints from banks – include (a) tedious procedures, (b) small size loans, (c) higher social cost of loan processing, (d) obsession with productive loans, (e) loan MELAS, (f) impounding of savings, (g) uncertainty about bank loans, (h) SGSY loan impasses and (i) inadequate human resources

Apart from above constrains, there are issues, which can have both positive and negative impact on SHG movement in the state. Important issues are described below.

8.1.1. Positive issues

1. There is wider interest in, and support for SHG movement in the state. The government, the civil society, the donors and top bank officials are willing to extend any support that the sector may need. 

2. As discussed in chapter – 7, there are excellent resources institutions, individuals and models in the state itself. E.g. PEDO and URMUL models.

3. There are nodal agencies and persons for SHG from village level to State level.

4. Many private sector companies, especially insurance companies, are coming forward to do business with SHGs/ mF clients.

5. The program is well targeting the poor and vulnerable sections.

6. The program resulted in reduction in participating families’ dependence on money lenders, improvement in economic condition of the families and women’s empowerment. 

8.1.2. Negative issues

1. Strict target approach is resulting in poor quality of groups. In group formation and functioning, the SHPIs have to play a predominant role.

2. It appears in the field that by default DWCD is working with APL families and ZP is with BPL families.

3. MFI and SHPIs roles are not compatible.

4. Some NGOs appears to be promoting SHGs merely to get financial incentives from the NABARD.

5. Free hand to leaders/ SHPIs’ staff in running the group without any proper checks and balances.

6. Same person having membership in more than one group.

7. Assessing SHG performance functioning with standard financial tools like, PAR, saving – credit ratio, saving frequency and regularity, regularity in repayment of loan installments, etc, where the clients are poor and their major source of income is seasonal and erratic.   

8. Inadequate and inappropriate training programs for the primary stakeholders.

9. Lack of information about the meetings and no constructive agenda in the meeting.

8.2. Recommendations

8.2.1 Recommendations for SHPIs and Government
1. Being the nodal agency, it is one of the primary duties of DWCD to compile and up-date regularly the basic data about SHGs in the state. It should also work for balanced growth of SHGs in the state.

2. To overcome some of the structural problems like illiteracy and distance, latest developments in IT sector should be used.

3. To overcome other structural constraints like fatalistic mentality and other cultural practices, a widespread campaign especially in electronic media is needed.

4. Introduction of flexible saving in place of compulsory fixed saving would help in overcoming fluctuations in income of the members. No member should leave the group because of her inability to save at a given point of time. 

5. Target approach per se may not be big problem. But lack of coordination among various SHPIs is one big problem, which at times results in multiple memberships. With appointment of nodal agency the coordination problem may get solved. Employing short cuts such as giving false information to primary stakeholders and assuming more active role in group functioning, etc, by SHPIs staff is major problem. A massive campaign, especially in electronic media about the virtues of SHGs would be very useful.

6. Introduction of dividend payment to members from group income on regular basis would attracts the primary stakeholders to SHGs and enthuse them to take an active role in the group activities. Distribution of profit every year – (a) motivate members to attend the meetings and take active part in functioning of their groups, assess the performance of their group with that of others. It also ensures accountability of leaders and accounting of every rupee earn. It also generates demand for capacity building and support services for proper utilization of funds and accounting systems.  
7. Absence of checks and balances on group functioning is a serious issue. Since the groups primarily deal with money, proper checks and balances are all the more important. To overcome this problem, a process of self audit should be introduced.  For this preparation of balance sheet and discussion on it every year should be made mandatory. On that day the incentives should be distributed.  Preparing and discussing of quarterly audit report is another way to introduce the checks and balances. A model farm of quarterly audit farm prepared by Hardoi Ashram (NGO), Rae Bareili, which appeared in NABARD’s New Letter ‘Saving Grace’ is given at appendix – 1, at the end of this chapter. Banks should insist on preparation balance sheet and cross check the information with the members in individual interviews to assess the quality of the groups. This could be one of the simple yet powerful indicators for the quality of the group.

8. SHGs can generate funds to meet the cost of the services they may need in their functioning. The services include book keeping, bank linkages, etc. SHGs could be an effective mechanism for implementing many poverty eradication, social welfare, public health and awareness and economic development programs. SHPIs should work for realization of these potentials of SHGs. At the same time, SHPIs should also ensure that implementation of these programs should be a remunerative activity to the groups.

9. SHG’s role in protecting the families during the crises times like droughts, health emergencies, etc, should be understood and highlighted.

10. Incentives for SHG promotion should be little longer than current periods. If the incentive is for livelihood promotion as in the case of ZP, marketing of finished products should also be included in the package. If the incentive is just for SHG formation and bank linkage as in the case of NABARD, it should include mechanisms like dividend distribution and preparation of balance sheet and self auditing etc.  As habitations are widely spread, the incentive package should provide for longer travel requirements, etc.

11. Meetings should be conducted at the convenience of members but not at the convenience of leaders/ SHPIs.

12. Training programs should be innovative and care should be taken not only about the content but also about logistics, etc.

8.2.2. Recommendations for the banks

1. Banks should introduce image identification technologies to overcome the problem of illiteracy.

2. As SHG lending proved to be remunerative to the banks, they should invest in SHG promotion taking advantage of recent RBI guidelines about business development and banking correspondent models.

3. Banks should not unduly concern for productive purposes. Members need large loans to meet their consumption need, health emergencies and children education, etc. If they do not get bank loans for these purposes, they raise loans from informal sources to meet those needs. They eventually repay. It should be kept in mind that had there been any serious defaults in non-productive loans, the institution of ‘informal credit/ money lender’ might have vanished from this planet. If the banks provide loans to the so called ‘non productive loans’, it would result in additional saving in the form reduced interest cost. The money saved is money earned. It helps the families to improve their economic status.

4. Loan size should be increased and processes should be simplified.

5. SHGs should be provided with credit cards, which would solve many problems associated with SHG lending. Credit cards have the following benefits.

a. Timely availability of money for SHGs.

b. Flexibility – members can access the cash, even if there is an outstanding loan amount, to meet members’ emergency needs.

c. Groups can repay the money at their convenience.

d. Members can use the cards to purchase their necessaries collectively from good shops. 

e. Reduce members’ cost in visiting banks number of times to get their loan sanctioned every time. 

f. It also reduces the work load of bank staff in the rural/ semi urban area branches, which are already overstretched.  

8.2.3. Other recommendations

1. Government of India may consider to modify the SGSY program from back end subsidy to interest subsidy as presently being practiced in AP under its PAVALA VADDI (3% interest) (PV) scheme. Under PV scheme the bank send to DRDA a statement of all groups’ loan repayment details, which have repaid all the installments without fail during last six months. The DRDA reimburse the interest amount paid by the groups minus the mandatory 3%. The banks in turn credit the amount to respective groups’ accounts. The scheme is working well in AP ensuring good recovery. The GOI may consider adopting the PV scheme with appropriate modifications in its SGSY scheme.

2. Standard financial analytical tools, models, etc need appropriate modification before applying to rural areas, where predominant source of livelihoods is seasonal and erratic. 

8.3. Agenda for CmF

8.3.1. Proactive role

Major task for CmF for next few years should be to obtain a conducive environment for healthy growth of SHG program in the state. Conducive environment is one in which the primary stakeholders play major role in functioning of the groups and own them and SHPIs play only a supportive role. Towards this goal CmF should take up a proactive role, i.e. guiding the mF/ SHG sector’s development in a desired direction. For this activity CmF may have to clash with others, who could be official agencies, banks, companies, SHPIs, etc. CmF may not, and should not get funds from the same organizations, which have stakes in SHG/ mF sector. CmF should get funds from its donors/ promoters for this activity. Under proactive role the CmF may have to take up the following three activities. 

8.3.1.1. Research

CmF should take up research on constraints illustrated in chapter 6. The research should focus on identification of all kinds of constraints, how they emerge, how they operate, what impact they can have and how to overcome if not convert them into opportunities. Another crucial area for research is ‘federation’ of SHGs. Whether federations are needed? Where federations confine to financial matters or take up social issues? Whether federations should confine social issues only?
8.3.1.2. Advocacy

Advocacy is best way perhaps the only way to obtain the favorable environment. CmF can promote a network with all major players in the sector such as SHPIs, banks, officials, resource institution, federations, leading SHGs and CBOs, from the state and outside. CmF can provide a secretariat for the network. Sub-groups could be formed in the network to optimize utilization time and resources and enhance the effectiveness of the network. The network could deliberate on various constraints that are emerging and operating in the sector and suggest methods to tackle them. The first issue for advocacy could be ‘distribution of dividend and preparation of balance sheet and discussion on it every year’. Another topic could be self regulation with self auditing. To be effective the advocacy should focus on one or few issues at a time.
8.3.1.3. News letter

To enlighten and prepare the primary stakeholders to develop interest in SHG and effectively discharge their functions, CmF can start a four or five page news letter in Hindi for the benefit of the groups. The news letter may contain the following sections:

a. inspiring stories for women

b. successful case studies

c. gray areas in SHG functioning, i.e. case studies of how things going wrong in a particular SHG, how it was or can be talked

d. characteristics of a ‘model’ SHG, and 

e. statistical tables informing members information like how the saving grow, if interest rate is so and so and repayment period is so and so how much should be monthly installment, etc

8.3.2. Reactive role
Under this role CmF can extend its services to all stakeholders on its policy of ‘services for fee’.  Under this role it can take up activities like:

a. Capacity building of primary and secondary stakeholders.
b. Quality assessment of groups.

c. Impact assessments studies.

d. Product development

e. Monitoring and documentation of projects.

8.3.3. Livelihoods 
Sustainable livelihoods for the poor are the ultimate goal of the SHG/ mF program. It also covers micro-enterprise component of mF. Under this activity, CmF may focus on the following activities. 
8.3.3.1. Livelihood promotion

CmF would be benefited by keeping track of the activities of Rajasthan Livelihoods Mission and if possible by participating in its activities and interacting with it and its resource persons and institutions. Indian School of Livelihood Promotion (a BASIX promoted organization) could be another institution to get associated with. 

8.3.3.2. NRM focus
Primary focus in livelihoods promotion should be NRM based. Unlike rest of the country, Rajasthan has vast natural resources (NRM) and it is in a sense unique. In globalization scenario, Rajasthan should take advantage of its unique geographical conditions. Another reason for focusing on NRM is that vast number of people, especially women, is dependent on NRM. CmF can guide state government’s efforts towards this end.
8.3.3.3. Market development
Under livelihood promotion, CmF should develop competence within in market development. Competence includes developing SHGs’ access to larger markets and also market research to identify emerging opportunities because of economic boom and globalization. Development of in house competence in ‘commodity exchange of India’ activities is highly recommended. 
8.4. Other activities
8.4.1. Information technology (IT)

Information and Communication Technologies (ICT) provides wonderful opportunities such as online maintenance of books and accounts, spread of literacy, online marketing and many others. To take advantage of the IT revolution, SHPIs can associate with some of the following institutions/ associations.

1. Mission 2007: It is aimed to proving one village knowledge centre (VKC) in every village. The mission is looking partners to take local operational and maintenance responsibility of VKC. The mission would provide all hardware, software, technical support for the VKCs.

2. Literacy package developed by the Tata Consultancy Services (TCS): Through this software a person, who can speak a language; can learn reading and writing skills in that language within 40 hours.   

3. Azim Premji foundation: It has dedicated itself for promotion of education and has rich expertise in education. It has partnership with the state government in recently launched program called ‘learning guarantee’. 

4. NABARD, ICICI bank and a New Delhi based company called ekgaon have technologies and infrastructure for online maintenance of books and accounts.

5. PRADAN also developed a package for computerization 

CmF may position itself to take advantage of developments in the IT sector and help and guide SHPIs in this regards.
Appendix – 1: Model Self auditing format

[image: image6.emf]
Source: NABARD 2006: Saving Grace 8, News Letter.
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� http://www.nabard.org/roles/microfinance/index.htm


� This inference could  easily be drawn from the report of RBI Internal Group on RRB


� Excluding AP, only 8.7 groups in rest of the country got repeat linkage as on 31 March 2006 (www.nabard.org).


� Material for this section is drawn from UNDP, 2002: Rajasthan’s HDI 2002, Government of Rajasthan, undated and population figures are collected from www. censusindiamaps.net. 


� Most active group here is defined as group meets, save and repay loan installments more regularly compare to other groups. In this report functional and active groups are used as interchangeable. 


� In terms of HDI and other development indicators the inter-district variation is relatively less compared to many other states in the country (UNDP, 2002) 


� Members of the same household joined in the place of drop-outs due to marriage, death, migration etc.


� SHG members, who have withdrew their membership from the groups.


� New members joined in place of drop-outs and/ or as new members.


� House having mud/brick walls with mud roof


� Houses with brick wall and concrete or tiled roof


� Of all the economic activities which economic activity contributes more to the  income of the household


� If the SHGs are bringing people together from different caste in a conservative society like Rajasthan, it should be considered as a progressive trend. It could be due to default, such as distance habitations, possibility of getting subsidy loans, rather than choice.


� This practice is observed in Pura village of Roopbas block in Bharatpur district, where Mrs. Jagadishi locally known as Chachi (Aunt) leads two groups, each promoted by NGO and ICDS with the knowledge of bank people. It is also noticed at Chandraie village of Ahore block in Jalor district, where AWW is leading three groups. It could be in vogue in other places also.


� These instances were observed in Nokha block of Bikaner district. .


� Technical note on CRI can be accessed from � HYPERLINK "http://www.nabard.org" ��www.nabard.org� mf section.





� E.g. one of the bank managers, who were interviewed for this study, said that if CRI is applied no group in the area would get loan.


� The research team observed this phenomenon and also some NGOs confirmed this trend in their interviews.


� The research team observed this practice in the field and recorded in general observations. 


� In Bikaner district, in case of ICDS promoted groups, the research team came across few incidences of forgery of bank loan amount and groups money by AWW. Decision for lending to non SHG members was taken by the group leader cum AWW without any consultation with group members. Dominant players for SHG formation and functioning in case of ICDS promoted groups are AWW. They are pressurized by Lady Supervisor and other higher authorities to form SHGs. They are under threat of loss of job, stoppage of salary, increment etc. So they either compel the village women to form a SHG or they form fake SHGs in which, they themselves save money in the name of other members. So, few SHGs in reality exist just in records. This situation gives an opportunity for manipulation of group fund and corruption.





� Mr. Kapilnath, personal communication.


� Details about SGSY can be seen at box – 2 below


� If there is a mistake, it might have occurred at the stage of data collection from the field. It can not be rectified now.


� Two groups from Bhilwara reported that they came to know about sanctioning of their SGSY loan after about six month of amount credited to their account.


� Need Based Lending - lending based on the purpose and need of the members prioritization


� Equal Distribution - distribution of funds and grants equally to all the members but not based on purpose and members’ needs.


� Mr. C. S. Reddy personal communication, emphasis added.


� E.g., the FGD at Nokha block of Bikaner district reveals that loans were taken out of force and were repayed back as soon as possible. Groups getting less bank loan if any and repayment is in two months at maximum because the Lady Supervisor forced to  take loan and told them to return money to bank in two months.


� In a recent study of problems of MFI client, who have committed suicides in Krishna district of Andhra Pradesh, it was found that MFIs are serving the most poor and marginalized communities. Majority of the clients reported major gains because of MFI lending but the rigid schedule of repayment strictly adhere by the MFI is the major problem that they are facing (Reddy, Raja, 2006).


� Members of Grihlaxmi SHG, Bikaner rural block, Bikaner reported this problem


� PEDO groups have provided loans to 100% of their members compare many other groups, which could provide loans only to one third to one half. It is also worth recalling the average size of PEDO groups is 20 compare to 12 of all sample groups. 


� None of the sample PEDO groups got SGSY loan, the groups were able to access larges loans and provide high amounts of loans to all their members.


� The research team gathered in all sample village, the number of groups formed, number groups functioning and number of group defunct. However, in many villages of Bikaner district, no such information was available. In the few villages, where the information is available, as many as 40% of groups were defunct. 


� Because of the gaps, the data should be treated as an indicative.


� However it is heartening to know that DWCD has been appointed as the nodal agency for SHG activities in the state (Pradhan, Veena, 2006).


� In the field, the research team found and recorded instances of groups not interested in bank linkage even after in existence for four five years, within groups there are members who never opted for bank loans and there are groups, which repaid loan amount with one to three months. 


� As discussed earlier, about 50% of groups are saving monthly thrift of Rs.10 or Rs.20. As CmF cash flow study indicates the SHGs are attracting negligible percentage of total household saving amount.


� The Chamunda SHG, Thavla village, Ahore block  of Jalor district was promoted by the Bank manager(Marwar Grameen bank). Members don’t have any SHG-concept, basically the group was formed to access loan.  Though the group is a recently formed group, bank maintained that it is more than one year old. Though the group savings are very small, members deposited an amount of Rs.10,000/- to get the loan and got Rs.70,000/- at a time. 


� Devi SHG Devla village, Aspur block of Dungarpur district – Members are saving but there are no other transactions. Anganwadi worker, who is the president, gave loans to others also. Members do not know this and they don’t even know about their total deposit in the bank. Same is experience in at least in some other groups. 


� Payal SHG, Devla, Aspur, Dungarpur – The members visit bank many times for a loan. But, bank was not satisfied with the group.� Similar








� According to the manager of SBBJ, Mandal, Bhilwara district, the bank does not reject application though the quality of the groups is poor. A small loan of Rs.2,000 to 4,000 would be sanctioned.


� It includes expenses incurred on travel, food and other incidental items.


� It includes foregone wages and/ or postponement of domestic works.


� E.g. the  SHG, Khalil village , Aspur, Dungarpur district – the group got Rs.30,000/- loan from Bank of Baroda, of  which it had to deposit Rs.10,000/-. According to the members there was no interest on the deposited amount.)
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