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Executive Summary

Microfinance has evolved as an accepted institutional framework to provide financial services to the poor in the developing countries and Self Help Groups (SHGs) are considered as the vehicle for advancement of micro-credit to them. The "credit-plus approach” of microfinance through SHG not only provides small, timely and easy loan to the poor without any collateral but also inculcates saving behaviour amongst them. The microfinance movement through SHG has been also considered as an effective development tool to enabling SHG members to graduate to microenterprises and in turn, to tackle poverty. Against this theoretical backup, the present study assesses the performance of SBLP and its impact on poverty. 

In this context, the present study deals with SHGs and its members. It reviews the performance of SHGs on various issues including theirs saving and credit mobilization, linkage with banks, leadership issues, monitoring processes, book keepings and group training; and perspective of micro-enterprise development. In the process we look at who are the women who join SHGs, factors for joining the groups, economic background of these women, asset structure of the households they belong to, educational background of members, their occupational structure, income sources of their households, SHG participation in terms of meetings, attendance, saving and inter-loaning behaviour, sources, purpose and usage of loans, type of IGAs involvement, repeat loans, contribution of SHGs in households and impact on households especially on poverty. What could be the higher levels of undertaking of micro- enterprises or livelihood activities? The study was conducted by drawing samples from four states including Gujarat, Rajasthan, Himachal Pradesh and Madhya Pradesh. It covers 1000 member households with 250 from each state and five members from each SHG.

The limited literature argues for an integrated approach by promoters in a group formation. The focus has to be on savings, credit and income generation activity of the poor, especially the poorest. Social skills should be developed among the poor like peer monitoring, leadership solidarity, and business- acumen and so on. Most promoters do not follow group formation theory. It is top down approach; poor need finance so form groups. Targets are set. Sustainability is an issue. There are regional differentiations. Interest rate is an issue. The studies do not throw light on why a particular interest is charged. Group members are not made self-sufficient in management; reliance on promoters continues in one form or the other. This is dependency syndrome. Products do not suit all clients. 

Promoters lack vision on micro-enterprises. Though micro-finance proponents argue that collateral is not required, banks often use savings as collateral. It is thus the nature of collaterals just changes. It is also brought out that there is no alternative to formal banking inclusion. The argument that poor borrow at high interest rate from moneylender does not mean that they should pay 16-30 percent interest rate on small loans extended by Microfinance Institutions. Here the issue is social justice versus business in micro-lending. The issue also is does an asset given on loan to women become her personal asset; not in poor households- it is becomes a family asset.  

The practice of microfinance at the moment is basically confined to two aspects such as lending and repayment. There is hardly any follow-up between credit advancement and repayment. Because of this, microfinance programme is unable to graduate to micro- enterprises. Articulation of poverty is multi dimensional, which add deprivation to individual and households at different levels. Therefore, the SHG movement primarily centered on delivery of credit is most unlikely to respond to poverty eradication fully unless it is accompanied by a simultaneous development of skills, managerial capacities and micro-enterprises.     

Broad group-wise some of the salient findings that emerge from the analysis are presented below. 

A.
Composition and Functioning of the Group

            The functioning the group and its stability has been assed through a set a variables like nature of group composition,  kind of rules and regulation for running the group, practice of update rules, regularity in meeting, attendance in meeting, selection of group leaders, practice of rotating leadership, regularity of savings, revision of mandatory savings, fixation of rate of interest, decision on who is to be given loan, keeping emergency funds, record/book keeping and level of maintenance of records. 
· The bulk of the SHGs i.e., around 74.5 per cent of the SHGs are at least 5 years old. On an average, the average size of the group was 14.5 and around 75 per cent SHGs had more than 10 members. 
· Distribution of SHGs by caste composition indicates that 59 per cent of the group had members from the same community and the remaining 41 per cent groups had members from different castes. 
· A mixed caste structure in the SHG was prominent in Himachal Pradesh (60% groups) followed by Rajasthan, Madhya Pradesh and Gujarat. In other words, except Himachal Pradesh, relatively higher percent of SHGs in other states are having members from the same caste. 
· It seems caste play an important role in defining group’s homogeneity. 

· Distribution of SHGs by economic status of members reveals that 18 per cent of the sample SHGs had no members from PBL category. Apparently, about 31.5 percent of such SHGs have the bulk of their membership drawn from non-poor families. Of the total members in our sample SHGs across states, only 40 percent were BPL. This indicates that microfinance is concentrating more on APL families. 
· There is no evidence of election for leaders in any these SHG in our sample states. In about 88 per cent of SHGs, leaders were nominated by SHG members themselves. Only in 12 cases, either SHPI or NGO/Bank staffs nominated the group leaders.
· Of the total sample SHGs, 88 per cent of them had written rules and regulation and only 57 per cent of the groups had revealed updating their rules and regulation. 
· It is observed that groups having written rules and regulation are more prone to update compared to groups having oral rules and regulations.
· The practice of monthly meeting (86.5% groups) was quite common across the SHGs in all the sample states and about 77 per cent groups reported of conducting meeting regularly. However, only about in 60.5 per cent SHGs, more than 75 per cent of members were attending group meeting regularly.
· It is observed that in bout 52.5 groups, the book of accounts and individual passbooks are maintained by insider i.e., group representative (49.5%) and literate members (3 %), whereas for the remaining group it was maintained by the outsiders consisting of representative of SHPI/NGO/Government agencies and/or person employed by the SHG. 
· It was found that that 68 percent of SHGs had regular, accurate and update financial accounts (saving register, loan register, bank accounts, and individual passbook). 
· The level of maintenance of book of accounts and individual passbook is noticed regular, accurate & updates to a significant extent when these records are being managed by the outsider (including representative of SHPI/NGO/Govt. agency, any person employed by the SHG and Member/Leader’s relative) compared to insider including group representative and a literate member. 
· Based on the 13 indicators (as mentioned above), of the 200 SHGs, 27 percent of the groups are found to be strong and stable. A majority of the groups (62.5%) are found to be moderately stable. 10.5 percent groups are found to be poor.

B.
Savings Behaviour

In most of the groups though a combination of poor and non-poor members were there, the amount of compulsory saving was the same for all members. In fact, there was no provision to save more simply because of unequal savings capacity. Depending on the savings capacity, the amount of monthly contribution is generally decided by the group members themselves. The saving amount varies between Rs.25 to Rs.100 per month. 

· It was observed that more than 75 percent of members contribute regularly savings in case of 77.5 per cent SHGs and in most of the cases they deposit in the group meeting.
· Evidently, 56.5 percent SHGs had revised cumpolsory saving per member since their formation. The avarage number of times revised compulsory savings was 0.95 times.
· The distribution of internal funds reveals that overall 45.5 percent SHGs had more than Rs.50000 internal funds, for another 28 percent SHGs this was within the range of Rs.25000-50000. Only 26.5 percent SHGs had the internal funds up to Rs.25000. 
· In the case of Rajasthan, around 82 percent of SHGs had more than Rs.50000 internal funds. For other states, this figure was between 32 and 36 percent. 
· The average  amount of loanable funds (savings plus interest and other income) per SHG varies between Rs.44,659 and Rs. 128,012 across the states with an average figure of Rs.66,570. Similarly, the average saving as percent to average loanable funds varies between 62.04 percent and 88.97 percent across the sample states. Other things remaining the same, the ratio between savings and interest and other income is highest in Rajasthan, while the same is lowest in Madhya Pradesh. It implies that SHGs from the former states, on an average generate more amounts of loanable funds through interest and other sources of income compared to other sample states.

· It was observed that whenever the amount of internal funds (i.e. total funds in the group) of the SHG has risen, the compulsory savings as per cent to internal funds of the group has declined. This implies that as the amount of internal funds increases, the frequency as well as amount of internal lending too increases. 

C.
Bank linkages and Internal lending

· Lending to the poor is considered to be costly and risky because of their low savings propensities and inability to provide collateral. SHGs, however, can target the poor better since the joint liability compels these group to be small and homogeneous, so that members have incentives to participate in selection, monitoring and ensuring the repayment of loans. Having all these characteristics, it is observed that repeat loan to a SHG is hardly seen. Even, most of the well functioning groups have not obtained loan for more than once.
· The average number of times raised loan from Bank/MFI per SHG since starting the group stands at 2.11. SHGs from Himachal Pradesh have obtained relatively higher number of times loan from Bank/MFI against SHGs from other states. This figure was lowest in case of Rajasthan.

· The average amount of loan obtained each time by a SHG stands at Rs.69976.   This figure was the lowest in Madhya Pradesh (Rs. 22229). 

· Evidently, on an average, the amount of loan obtained each time by a SHG move in an opposite direction with respect to its extent of stability. For instance, the average amount of loan obtained each time by A (strong and stable) category groups was the highest (Rs.73631) followed by B (Moderately stable) category groups (Rs.73153) and C (Week) category groups (Rs.26933). 
· However, the average times of raised loan by A, B and C category groups stand at 1.91, 2.30 and 1.43 times respectively. It is likely more percent of A category groups may not be asking for loan to banks as they have enough funds (saving + interest income). Because of this, the average number of times loan raised is less in A category groups compared to B category groups. But, for C category group bankers may be rationing loan. Thus, for A category group we can say that there is demand constraint (less demand for loan) and for C category SHGs there is supply constraints (even if they ask for loan). 
· Only in few cases, where either the group representative is having some connection with bankers or through the SHPI, the group have obtained loan more than one time. We are said that most of the groups tried for second loan but they are denied by bankers by saying no such scheme to extend credit to SHG at present except through SGSY scheme. 
· Few well functioning SHGs from Rajasthan, Himachal Pradesh and Madhya Pradesh even reported that in spite of visiting banks for several time with detailed loan documents and other records, their cases are still pending. Because of this, all most all the SHGs have started generating greater amount of loanable funds through regular contribution. Out of 200 SHGs, around 20 percent of them are of the view that they can manage to meet their consumption and short-term credit (to purchase seeds, fertilizer and other farm requirements) needs through internal loan. Around 5 percent SHGs are even reported that they need no more external funds to meet their loan requirements. 
· It is also observed that around 75 percent SHGs are in a position to provide a loan of amount Rs.2000 to its member at any point of time from internal funds. 
· As most of the SHGs are not obtaining loan from the bank any more, and since the amount of loan from internal funds was small, it did not provide the opportunity to undertake an activity which would bring the household out of poverty. 
· Three major patterns have been observed in inter loaning system. First, disbursing of loan as and when demand made by the member borrower. In such pattern, the group maintains the credit limit depending upon the availability funds and likely demand of loans by other members. Second, disbursing of loan on circular basis. Here, the group normally fix the loan amount and disburse to member one after another still the circle is over and they decide the loanee by consensus. Third, disbursing equal amount of loan to all members. Here, the group first decide the loan amount depending on the availability of funds and distribute to its members equally. It is observed that because of internal loaning system, the SHG members as well as their household depending on informal credit market has reduced significantly. 
· Marginalized communities are discriminated more under the microfinance program.
D.
Repayment pattern

The repayment pattern of loan varies across groups and regions. However, most of the groups follow either 5 or 10 equal installments at reducing rate of interest for the repayment of the loan. Few SHGs have even fixed the repayment period. In such cases, the member borrowers can repay the loan with one or two installments within the stipulated time period. This kind of repayment pattern was mainly observed in the region where households primarily depending on agriculture or work as agricultural labour. 

E.
IGAs and Poverty alleviation

Some of the outstanding issues in the credit operations of the micro-finance programme are the following. 

i. The purpose-wise distribution of loan amounts indicates that the micro-finance programmes give emphasis on either consumption or income generation. However, a good balance between these two is often lacking.  

ii. As the loans provided for income generation were often small, members were unable to undertake viable income generation activities and earn good income. 

iii. These programmes concentrate almost entirely on women. The social conditions come in the way women undertaking non-farm activities in general and income generating activities in particular. 

iv. Lack of skills obstructs women in undertaking non-farm activities. Lack of appropriate training facilities also adversely affects their entrepreneur capacity. 

v. Most of the villages are small and depend on large villages and towns for marketing their produce and purchase of essentials. The possibility of starting small business, trade and services in such villages are, therefore, limited. As there were few opportunities other than agriculture, members, especially women, found it difficult to formulate viable proposal on non-farm activities.

vi. There is paucity of funds for undertaking ‘credit plus’ activities such as training in skills, marketing, etc., as either the formal banks or the funding agencies do not often provide funds for these activities. The funding agencies only provide funds for on-lending to the target group, and their support does not often include capacity building component. As a result, the loan obtained through the SHG can meet mostly either the household consumption need or short-term production activities like financing crop production.

Nevertheless, the survey of members of SHGs reveals that most are happy with SHG movement. Immediate needs for funds are fulfilled though interest rates charged are high, but no one complained. Not all have set up micro-enterprises and milk based activity is more prominent as market channels are developed. Education level of most members is below primary or no education. Main occupations of members include animal husbandry, NREGA, housewife, agricultural wage labour. Income sources of the households are agriculture, dairy, salaried jobs and non-agricultural wage labour.  The average annual income is relatively high across states; Rs.97398. This means households are not relatively poor. 

There are very few unmarried, divorced and separated category members. It appears that poorest of poor are left out- scheduled caste from micro-finance movement as is evident from our sample households. It is revealed that 59.3 percent members presently put their households as non-poor. The average age of members in the sample is 39.7 years. The sample average family size is 5.2. Not all households have agricultural land. There are 735 households owning land (735%) with average holding of 1.53 acres. 48.9 percent live in pucca house while 33.3 percent reside in semi-p ucca house and the remaining live in kutcha house. Most own the house they live in across states and also have electricity. It is only in Rajsathan that 14.8 percent households do not have electricity in their houses. 

Respondents have cited a variety of reasons. The most important one is for saving and credit (36%), followed by to get loan in need/ emergency easily at low interest rate (23.55), only saving (14.8%) and influenced by SHPI/ other SHG members (9.1%). 90 percent members reported regular meetings of groups, though the lowest proportion is from Madhya Pradesh (81%). A higher percentage of members from Madhya Pradesh and Rajasthan reported meetings happening occasionally. The causes of poor attendance in group meetings include engagement in wage labour and opportunity cost is high of attending the meetings and most members are from Madhya Pradesh. Poor health is another reason.

Savings contribution to group varies from a low of Rs.10 to Rs.200. Most members contribute Rs.50 or Rs.100. 88 percent members characterize their savings as regular and this percentage varies between 67.2 percent in Madhya Pradesh and 98 percent in Gujarat. The main cause of poor savings habit is low income and majority from Madhya Pradesh cited it. Only 4 percent contribute more than scheduled compulsory savings and most are from Madhya Pradesh (38) and 2 from Rajasthan. Inter- loaning is high. There are cases who have borrowed 15 times. Thus repeat loan is common. The interest rates vary between zero interest rate to 30 percent. However, majority of members have obtained loan at 24 percent followed by 12 percent and 18 percent. The main purposes of borrowing are: consumption (26.72%) followed by farm activities (14.59%), medical exigencies (11.32%), house repair (10.74%) and income generating activity (IGA- 9.92%). Members have recurring deposits, fixed deposits and regular savings account. Some also have voluntary deposits with SHG too.

It is found that only 20.3 percent members have taken loan for income generating activities. This percentage varies between 13.6 percent in Madhya Pradesh and 26.8 percent in Himachal Pradesh. Dairy (buffalo rearing) tops the list of IGAs. This activity has daily cash flow which is suitable for poverty reduction if all other factors are provided for like fodder, marketing channels etc. It is found that familiarity with work is the most important reason cited in all states except Madhya Pradesh. It is followed by demand for product/ service exists. The other reasons cited are easy availability of raw material, limited capital required, can manage with household chores, caste based occupation, and loan was given for the particularly activity only. It is the husband who helps in marketing (78 cases) and it is more so in all states except Madhya Pradesh. In 57 cases member herself does the marketing. And son contributes in 25 cases. This reflects on poor gender empowerment.
Finally, it may be stated that SHG movement financing has reduced dependency on moneylenders, enhanced financial inclusion. Many households have been able to buy durable assets in the past three to four year in terms of TV, washing machine, cows, buffaloes, farm equipment and so on. This means that poverty reduction took place. Besides, the present income is far greater than even the incomes reported in NSSO 59th round on farmers for farmers. The survey also shows that if little better off individuals are provided low interest finance then, greater chances are there for them to come out of poverty situation. However, these households also show that existing asset based is important as most households had land and other assets to rely up on. Repayment is a problem in a sense that money for repayment is taken from other sources and also new loans used to repay the existing loans.

How SHPIs work? All have different modes. Some are forming SHGs only as a project, if they get outside funding and thus there is no symbiotic relation between the promoter and SHGs. Some have adopted federation system to pass on the responsibility to members. It appears that the common member is never consulted. All decided by the promoter as to what is good for poor. Entry points are different for forming SHGs and so is the origin point. For instance in some cases, drought led them to organize poor in groups and in others moneylenders role led them to form groups. It also appears that SHPIs have not built capacities of the poor even where federation system is in place. There are large over heads and thus high transaction costs. This leads to high interest rates. In this situation the processes followed by promoters does not really help in poor getting out of poverty situation.  In some cases we have found that loan procedures are also not simple. It moves up and down the line. There is also difference in approaches of large and small promoters. This also means that promoters keep tight hold on groups and do not allow outsiders to interact with members of the groups. In some cases penalty system for default is heavy and does not solve the problem as to why the default occurs.

Finally, there is a dire need for exclusive models/ products for very poor households. NGOs also exclude such households. For micro-enterprises, credit plus is required. This study finds that dairy is the most sought after activity as there are linkages existing already and there is demand for milk. Marketing channels are important. Micro-entrepreneurs are not willing to take risk as cost is unbearable. Scale is also important. So any intervention has to take into consideration for promoting IGAs to reduce poverty. 

Chapter 1

Introduction

India for long has been trying up lift poor masses through various interventions. During the early seventies poverty alleviation programs were initiated and the most significant one was Integrated Rural Development Program (IRDP) wherein rural poor (below poverty line) were provided loans to purchase livestock and other livelihood enhancing assets. It was one of the first micro- finance interventions at a large scale. India has had similar schemes for marginal and small farmers, for urban uneducated youth and also micro- enterprises and many activities supported by Khadi Village and Industries Commission and State Khadi Boards. In implementing these schemes, commercial banks played an important role. Under social banking finances were made available to weaker sections of the society like scheduled caste/scheduled tribe/artisan/retailers and so on. All this to a large extent excluded women as beneficiaries, bankers were reluctant to lend to women for varied reasons. Rural bank branches of commercial banks did the financial intermediation. In the mid-seventies, government of India set-up Regional Rural Banks to cater to demand for funds for small borrowers. Then India had its co-operative sector banking system that took care of small fund needs of farmers, especially marginal and small farmers. Three tier-system co-operative still is the major source of finance for rural masses. The lowest tier of the co-operative system i.e, PACS have been playing an important role in rural finance. For the urban sector, urban co-operative banks cater to demand for urban small businesses. However, despite this vast network of institutions and after almost 60 years of Independence, a large section of the population is financially excluded. Formal financial sector has not been able to fulfil the requirements for small loans especially for consumption purposes.

To bridge this gap, micro- finance movement came into existence. Bangladesh’s Grameen Bank led way in the region. International development agencies and networks during the 1990s showed great enthusiasm for promoting micro- finance as a strategy to alleviate poverty. As a consequence, micro finance grew significantly in many countries where multiple micro- finance institutions (MFIs) serve the needs of micro-entrepreneurs and poor households; though the gains got concentrated in urban and densely populated rural areas. In the early 1990s, the term micro- credit gave way to micro finance. Micro- finance began to be used to refer to a range of financial services for the poor, including credit, savings, insurance, and money transfers. On the obverse, in order to extend the outreach to an ever-larger numbers of poor clients, MFIs and their networks increasingly began to pursue a strategy of commercialisation. This led to their transformation into profit-making corporations that could attract more capital and be​come more permanent features of the financial system. Thus, an emphasis on creating and growing strong institutions (as opposed to channelling credit to specific groups) is a core element of this recent history.

Various reports of the United Nations articulate strategies of development at the local level where small and medium enterprises and the informal sector are considered as employment generators and engines of growth. Such mainstreaming of the weaker links of the productive system is a major departure in economic theory and policy. How can creativity of the resource-poor be unleashed? This is an ideologically sensitive question. Supply side economics propounds that provision of inputs and services will help the poor to empower themselves only if social capital is facilitated. The major inputs, according to this logic are credit and the so-called business development services. The discussion on micro- finance (a more inclusive term than micro- credit) raises fundamental questions on the political economy of credit as such. Does easy credit really empower the poorer sections of the society? If so, what are its logic and methods? The logic of sustainable enterprise development is simple. In any economy, enterprise is atomic in character finance, which sufficiently addresses the needs of these enterprises at the same time, helps to unleash the productive forces as also the unlimited human capabilities. It is this unlimited capability that makes small enterprises an engine of growth even as the logic of economies of scale sometimes works against it.

The tremendous success of micro- credit programs prompted governments to consider this as a new institutional structure. This change from the ‘state’ to the ‘market’ obviously is a qualitative change. Despite this demand-supply mismatch in the credit market still exist. There are structural rigidities in the publicly funded micro- enterprise programs in India as in other developing countries. They do not have the flexibility to adjust to the logic of an informal financing system. The inherent rigidity of most such public programs renders them unsustainable. Also, public policy has largely discouraged formal financial institutions to look at the low-income segment as clients and has generally relied on the target approach. Therefore, mainstream financial institutions have not been able to meet the demands of the poor borrowers; standardization, populist measure, cost-benefit analysis etc have to a large extent affected the functioning of the formal financial structure. Two main models of micro-finance viz., SHG model and Grameen have observed healthy competition that has led to innovations. Micro- finance services have diversified over time into areas such as micro savings, micro insurance and several non-financial services. Today a spectrum ranging from self- help groups to Grameen, joint liability groups and co-operatives outreach to around four million families. Thus over the years, through an ongoing process of experimentation and innovation undertaken by Indian MFIs, the models have become blurred at the edges resulting in a spectrum represented by models viz., Grameen NGO; SHG-NGO; Co-operative; MACS; UCB; Sec25; Grameen NBFC; and other NBFC. These obviously have helped improve the quality of life of the participants of this movement. It has offered new linkages among the various stakeholders.

A major contribution of micro- finance innovations is the social intermediation it has facilitated. The role of the government and of the private sector in this process thus far has not been significant. It is the third sector viz., NGO sector that has contributed immensely. However, financial services offered by NGOs are not sufficient from the point of view of sustainable enterprise development. They are required to intervene as major vehicles of vital skills for entrepreneurship development. To accomplish this, it is necessary to look at micro- finance institutions from alternative rating criteria, such as professional skills, awareness and networking capabilities. 

Most micro- finance institutions are run by conventional NGOs having very limited external orientation. Micro- finance institutions demand a high order of professionalism that most NGOs lack. Interventions in this area, therefore, need to be at two levels: first, a distinctive policy for NGOs, which are largely service providers, is called for. Second, professional NGOs also have to widen their skills and infrastructure base. In this context it needs to be emphasized that poverty traps the future generation in a vicious circle, an escape from which is constrained by the limits imposed by globalisation. Also, most poor are self-employed and therefore are vulnerable to the forces of the market. These related propositions make it imperative to look at the question of poverty reduction as coterminous with the problem of sustainable enterprise development. Since micro fi​nance has an instrumental role in this process, it is vital to make this lubricant of the development machine more meaningful and appropriate to the needs of enterprise development. The thumb rule for micro finance and rural organization should not be big numerical targets but the imperatives of enterprise development.

Micro- credit appears to reduce vulnerability of the poor to adverse circumstances, increased consumption in the same group, and empowerment of women. The major spin-off of the micro-credit movement at the grassroots level has been the mainstreaming of women in the villages. Women have gained a voice and been able to use this space to come out of their traditional roles into a more ‘proactive’ male space, especially in areas where NGO/SHG support is strong. In many cases, gender and caste subordination has been questioned. Women have been able to mobilize capital, and in the process have acquired skills that have enhanced their economic, social and political power. This positive growth has usually been where SHGs are linked with NGOs that have facilitated training and capacity building with additional inputs.

1.1
Micro- Finance in India

Micro- finance in India has grown considerably over the last few years. This growth is indicated not just by the number of people who now have access to financial services, but also by funds committed by different development and commercial financial institutions for the purpose. For instance, commercial banks have an outstanding credit of Rs.1152467.9 crore in 2004-06 for 77150794 accounts and there are 38732564 accounts of less than Rs.25000 and credit outstanding of Rs.42991.8 crore. Credit to small-scale industries touched Rs.78780 crore by end October 2005. In 2004, there were 619 lakh small borrowal accounts with amount outstanding at Rs.162700 crore constituting 93.2 percent in terms of number of accounts and 18.5 percent of the total outstanding credit of all the borrowal accounts as on March 31, 2004. Many innovations have also taken place off late. For instance, use of a flexible revolving credit limit to small borrowers of production or investment loans for meeting shortfalls in family cash flows; co-opting joint liability group; and self-help group approaches in addressing issues relating to financing oral lessees; improving staffing in the rural areas to promote retail lending to agriculture, individuals, NGOs/SHGs and so on. Banks have lent Rs.8319.13 crore (to 1829847 SHGs) by 2005-2006 to poor creating accessibility through micro- finance. In this NABARD since 1992 has played as stellar role. Over the years, SHG-bank linkage program has emerged as the major micro-finance program in the country. In all, 554 banks (47 commercial banks, 177 RRBs and 330 co-operative banks, 1354 lakh PACS members) are now actively involved in the operation of this program.

However, over the years MFIs have also emerged as significant players in micro finance area. The two most significant models for micro finance service delivery in India, the SHG-Bank Linkage model supported by the National Bank for Agriculture and Rural Development (NABARD) and the Micro- finance Institution (MFI) lending model, have both shown significant growth over the last few years.  Under the bank linkage model, a substantial amount of Rs.4499 crore was disbursed as loans during 2005-06 alone, amounting to over 43 percent of the cumulative disbursement of Rs.6898 crore until that date. During the year 620109 SHGs were credit linked to banks taking the cumulative number to 2238565. This enabled 329.80 lakh poor households to gain access to finance from formal banking system. Information from M-CRIL’s database (of over 50 MFIs rated more than once) shows that the MFI portfolio in India has grown by 146 percent over the past two years.  A number of new commercial banks have also started looking at lending to the poor through MFIs as an attractive business proposition, while the financial institutions with experience in micro finance have significantly enhanced their exposure to the sector. The share of institutional debt has also increased to 63 percent in the financing of MFI portfolios, indicating the interest of commercial banks in the micro finance sector and fuelling its unprecedented growth in the last few years. Micro- finance sector gained in strength as various players have infused funds into it. Donors have played a substantial role in building the sector’s capacity both directly as well as indirectly. Donors such as the Ford Foundation, Hivos, Grameen Foundation among others have directly supported micro- finance institutions whereas GTZ and DFID have provided support through institutional linkages with NABARD and SIDBI respectively. Besides, both Central and State Governments through budgetary allocations, agencies and poverty alleviation projects have provided impetus to the micro- finance sector. In the annual budget for the year 2005-06, an outlay of Rs.200 crore (raised from Rs.100 crore budgeted earlier) was provided for setting up a micro- finance development and equity fund. This fund apart from providing equity funding support to MFIs is also aimed at providing capacity building support to the sector. NABARD that has been entrusted with the responsibility of operating the fund has been quite active in the capacity building of clients, leaders, NGO partners and bank officials. Cumulatively, on March end 2006, NABARD had sanctioned grant assistance of Rs.3346 lakh, covering Co-operative Banks, RRBs, IRVs and NGOs for promotion, nurturing and facilitating credit linkage of 2.49 lakh SHGs. An estimated 242 lakh poor families have been credit-linked. NABARD refinance support extended amounted to Rs.3082 crore by end 2005-06. Rashtriya Mahila Kosh (RMK), another Government initiative for improving access to credit for poor women through NGOs. It is a wholesale lending fund focused on lending to women at low interest rates. The National Minorities Development Finance Corporation (NMDFC) is another agency established by the GOI to provide financial assistance to various state level institutions working for the development of minorities. Also, development focused wholesale lenders such as SIDBI, FWWB and CARE CASHE have made substantial efforts in building the capacities of their partner MFIs. SIDBI supported and popularized micro- finance ratings by making these essential for taking lending decisions. Above all, commercial banks, earlier only focused on financial intermediation, are now supporting various sector- building efforts directly or through institutional linkages. The most prominent efforts have been from ICICI Bank, which has set up a research institution and is working towards the setting up of a credit bureau among other initiatives. The portfolio growth of MFIs by the year 2010 is put at Rs.7218 to Rs.12804 crore. It is also estimated that given the present level of families below the poverty line roughly of 60-65 million and given the 1.8 percent annual rate of growth of population, poor families’ number is likely to touch 90.6 million by the end of 2011. If all the poor families need to be reached by the end of year 2011, a significant proportion (75%) will have to be reached by the SHG- Bank Linkage program and the rest (25%) will be reached by MFIs.

The micro-credit programme pilot project initiated in 1992 with linking of around 500 SHGs has made rapid strides and by March end 2009, 1081.47 thousand SHGs were bank linked (Table 1.1). The sector is growing many folds with many new players entering into the market. The policy regime is also witnessing changes; the micro finance bill is pending the parliament. The role of NABARD has been exemplary in promotion of this movement, though SIDBI and other institutions have played their part too.

Table 1.1: SHG-Bank Linkage Programme

	Years
	Total SHGs Financed by Banks (No.000’)
	Bank Loans                                     Rs crore
	Refinance                                              Rs crore

	
	During the year     
	Cumulative
	During the year     
	Cumulative
	During the year     
	Cumulative

	1999-00
	81.78
	114.78
	136
	193
	98
	150

	2000-01
	149.05
	263.83
	288
	481
	251
	401

	2001-02
	197.65
	461.48
	546
	1026
	396
	797

	2002-03
	255.88
	717.36
	1022
	2049
	622
	1419

	2003-04
	361.73
	1079.09
	1856
	3904
	705
	2125

	2004-05
	539.39
	1618.46
	2994
	6899
	968
	3092

	2005-06
	620.00
	2238.57
	4449
	11398
	1068
	4160

	2006-07
	686.00
	2924.97
	6643
	18041
	1299
	5459

	2007-08
	553.00
	3477.97
	
	
	
	

	2008-09
	1081.47
	4559.44
	
	
	
	


Source: Report on Trend and Progress of Banking in India, various issues.

Thus, today we have host of institutions starting with commercial banks, regional rural banks, co-operative banking system and micro finance institutions that have created an environment of financial inclusion in India. However, despite the spread of micro credit program and their growing popularity with policymakers there are still many contentious issues that are being debated in different forums.

1.2
Policy Concerns

Presently a major policy dialogue is taking place in the country on the issue of financial inclusiveness that would enable poor to participate in the national economy as equals and lead a respectful life. The spectrums of initiatives that have been introduced so far to address the financial inaccessibility are quite impressive. They range from directed credit through various directives from the central bank to rolling out of Regional Rural Banks, a focused delivery channel, and setting up of NABARD, a specialized development institution with multifaceted role to improve financial accessibility of rural India. Three tier cooperative structures have always remained a backbone of the rural financial infrastructure to fill the gap. They also lend to small borrowers across the country. The cost of lending is significant in their case too. They not only compete with MFIs, but also support them. The cost structure of commercial banks, RRBs and co-operatives is different as their boards away from the grass roots take many policy decisions.

However, the poor have remained excluded from the formal financial services largely on account of small and frequent financial needs of these households coupled with their inability to abide by the collateral requirements and standard repayment compliance schedules. They have been availing the services of local moneylenders and traders to fulfil their financial requirements and pay a heavy price or are dependent upon community members, family and friends. Invariably this has led to all kinds of indebtedness and exploitation on the ground. Many committees have also looked into exclusion issues.

The most recent exploration by micro- finance sector, though still in its infancy, has contributed immensely in developing an understanding on the design and framework of institutions, products and services that would be required in order to meet the financial needs of poor households and their enterprises. This experience has also drawn attention to various aspects of this delivery that has worked as disabling factors inhibiting institutional finance to spread itself to these sections of the society.

The most debated issue today is the high cost of serving the poor clients. The reasons for high interest rate are many and the most important one is transaction cost. The transaction cost of financial inclusion comprises the cost of identifying and screening of clients, processing the loan application, documentation, disbursement, collecting repayment etc. Formal financial sector comes under heavy pressures from public policy to forgo these requirements and deliver credit at subsidized rates. There is cost involved in mobilization of funds that are to be passed on to this sector’s clients. The state pressure does give temporary gains to the poor on the one hand, but shaking the interest and confidence of the formal financial sector in them. It also goes against the grain of sound banking policy. However, there is no doubt that why poor should pay high interest rates. From welfare point of view, if poor are paying high interest rates to moneylender, similar services also needs to be provided by the formal sector. If this is the basis for charging high interest rates, the question then is why micro finance at all? In order to go forward and make poor an active participant in the nation economy, it is crucial to unwind the issue of cost of delivering financial services to the bottom end of the society.

1.3
Current Situation

Several innovative models in micro- finance have developed now. Micro- finance is now hailed as one of the most powerful instruments of poverty alleviation worldwide. In July 2002, Prime Minister Atal Behari Vajpayee while outlining an eight point agenda to push the economy on a growth path of 8 percent during the 10th plan assured that it would be government’s endeavour to ensure that “the poor and the unorganised sector have access to savings, credit and insurance services”. This statement itself was a great boost to the micro finance sector, as one can see the changing perception of the people influencing the policies toward it. Efforts are on to make the sector vibrant. The term “Micro- finance” could be defined as “provision of thrift, credit and other financial services and products of very small amounts to the poor in rural, semi urban or urban areas, for enabling them to raise their income levels and improve living standards”. Banking sector has also played an important role in promotion of micro finance. Micro- finance Institutions (MFIs) are those, which provide thrift, credit and other financial services and products of very small amounts mainly to the poor in rural, semi-urban or urban areas for enabling them to raise their income level and improve living standards. Lately, the potential of MFIs as promising institutions to meet the consumption and micro-enterprise demands of the poor has been realized. It is estimated that in India has approximately 7.5 crore poor households, out of which 6 crore are rural and 1.5 crore are urban households. It is estimated that the total annual requirement of credit for the rural poor families would be at least Rs 15000 crore on the basis of a maximum need of Rs 2000 per family. On the other side it is also estimated that requirement of credit (excluding housing) is Rs 50000 crore assuming that annual average credit usage are Rs 6000 per rural household and Rs 9000 for poor urban household. An additional Rs 1000 crore is estimated to be required for housing per year. Apart from micro-credit, they require savings and insurance also. The above scenario, suggests a vast unmet gap in the provision of financial services to the poor. Moreover, 36 percent of the rural households are found to be outside the fold of institutional credit (NSSO 2005). 

The growth of micro- finance is visible in many aspects now. There are more than 2000 NGOs involved in the NABARD SHG-Bank linkage program. Out of these, approximately 800 NGOs are involved in some form of financial intermediation. Further, there are 350 new generation co-operatives providing thrift and credit services. According to one estimate, the present total outstanding, including Sa-Dhan members and bank linkages is approximately Rs 700 crore (Rs 150 crore of Sa-Dhan members and another Rs 550 crore from the banking system). The total client base is estimated at 60-80 lakh as when the Government of India’s (GoI) intention is to reach 250 lakh clients. The growth of community institutions has taken place with the role to take social and financial intermediation. A numbers of community banks have come into existence at village and block levels call it Federation of Self-Help Groups.

The inadequacies of the formal financial system to cater to the needs of the poor and the realization of the fact that the key to success lies in the evolution and participation of community based organizations at the grassroots level has led to the emergence of new generation of MFIs. One kind of MFI is an NGO engaged in promoting Self- Help Groups (SHGs) and their federations at a cluster level and linking SHGs with banks under the scheme
. Another kind is NGO-MFI directly lending to the poor borrowers, who are either organized into SHGs or into Grameen Bank type of groups after borrowing bulk funds from SIDBI, RMK and FWWB
. 

1.4
Limitation of Government Schemes/Rural Banks

In India, numerous government schemes have tried to provide various subsidized services to the poor households. However, numerous studies have exposed the limitation of these programs, showing the lack of access of mainstream financial services for these poor households and their over-dependence on the local moneylenders in meeting their consumption and micro-enterprise demands. According to an estimate, only 16 percent credit usage was met by the formal sources, while the remaining 84 percent was met by the informal services. Despite having a wide network or rural bank branches in the country and implementation of many credit linked poverty alleviation programmes, a large number of the very poor continue to remain outside the fold of the formal banking system. Various studies have also suggested that the policies, systems and procedures and the saving and loan products often do not meet the needs of the very poor. NABARD refinances the micro finance sector loans by banks, but doesn’t undertake direct financing. Thus, its ability to promote innovations or establish any “missing link” units is very limited. Small Industries Development Bank of India (SIDBI) mainly uses the network of State Financial Corporations (SFCs) and commercial banks to extend micro finance sector loans in rural small towns. It also faces the same constraint.  State Financial Corporations (SFCs) largely concentrate on the upper end of urban SSIs only. However, through their district branches, a small proportion of lending is done to the micro finance sector. Their lengthy and stringent procedures inhibit the poor. Regional Rural Banks (RRBs) are located in rural areas, have low CD ratio but are suffering immensely from lack of skills, incentive and infrastructure support. Thus, while there is no dearth of institutions and branch network in urban and rural areas, this physical outreach does not translate into access to credit by micro finance sector producers.

However, wherever mainstream finance institutions are engaged in financing small borrowers, their experience is characterized by a number of factors. Their institutional design and mandate, which determines their procedures, do not suit the poor. The poor find their procedures cumbersome, complicated and unsuitable for the local environment. They have also failed to provide a mix of credit for both consumption and productive loans. Therefore, poor get alienated from them. They feel scared to go to them. Repeat loans, except for crop production are rare, even for the borrowers who have repaid fully. Further, even though the many of the loans extended to the poor by the public sector financial institutions are subsidized, their ultimate cost to the borrowers is high which includes payments to the middle men, wage and business loss due to time spent in getting the loans approved. There were several efforts to mitigate poverty in the country. However, over the years the community involvement and the concept of self-help were felt most required for the success of these efforts. In other words, Self-Help Groups are realized to be a proven model/methodology to address the issues of poverty alleviation and women empowerment. The solutions to the alleviation of poverty lie in generation of self-employment opportunities. Bringing at least one member of every BPL family into the fold of SHGs can create such opportunities. In such a context of growing importance of SHGs and their federations are the proven models to reach the poor.

1.5
Objectives

The present study deals with SHGs and its members. It 

*
Review literature on performance of SHGs on various issues.

*
Analyzes the performance of SHGs in terms of saving and credit, monitoring processes, linkage with banks, leadership issues and accounts training and group training.

*
Analyze the SHGs member perspective and micro-enterprise development. In the process we look at who are the women who join SHGs, factors for joining the groups, economic background of these women, asset structure of the households they belong to, educational background of members, their occupational structure, income sources of their households, SHG participation in terms of meetings, attendance, saving and inter-loaning behaviour, sources, purpose and usage of loans, type of IGAs involvement, repeat loans, contribution of SHGs in households and impact on households especially on poverty.

*
To suggest what direction SHG movement should go. What could be the higher levels of undertaking of micro- enterprises or livelihood activities?

1.6
Methods

The study is based in states of Himachal Pradesh, Rajasthan, Madhya Pradesh and Gujarat. In each state, 50 SHGs have been looked into. This study dealt with 200 SHGs and their experiences. In each state, regional coverage would be given to selection of SHGs to the extent possible. Besides, within a district, effort would be to cover at least to SHG groups of each promoting institution. From a SHG, 5 members would be covered. This means that 5*200= 1000 members have been covered in all. Sampling has been purposive because it was difficult to get in touch with SHG members and SHGs without involving promoters. The survey team had no alternative except to follow the promoters. The choice of village and SHG was left to the promoter. During the survey, various promoters had to given money for each SHG. Many a times, the team avoided payment to promoters and ran into difficulties. Thus, the basic purpose became to cover 200 members in state and this led to uneven coverage of districts and villages (for details of survey see Appendix 1.1 & 1.2). This led to cost escalations too. We have used simple bi-variate analysis to document the situation. To look at impact of SHGs, case studies method has been used.

Further, it may be added that micro-finance programmes are considered to having potential to include the poor, alleviate poverty and empower them by providing access to savings and credit facilities. Against this backdrop, the present study is basically looking at some of the above issues with respect to profile of the existing members, their savings habits, credit disbursement, investment pattern of loan taken, repayment behaviour, number of time bank linkages, sufficiency of funds, indebtedness among members, whether IGA undertaken, and so on. Since the purpose of this study is to assess SHG-Bank linkages and its impact on micro- enterprises, we have considering only those SHGs who are at least 5 years old. Furthermore, in order to have a proper representation, the entire districts of a state have been categorized into three groups based on per cent of poor population and randomly selecting a district from each group for the final sample. There were two sets of questionnaires, one is focusing at the group level and another is at individual member’s level. 

1.6.1
Problems in Conducting Field Survey 

After withdrawal of support and extension services by the NGOs/SHPIs, many SHGs who could not manage saving register, savings bank account, and importantly loan register (internal lending) and more specially could not resolve internal conflict was closed. As a result of this, groups present in records do not physically exist. Thus, identification of SHGs is becoming an important problem in the field. This situation seems to be prominent across the states. In most cases, even NGOs and SHPIs do not have any information about the current status of the SHGs. When one go to the field according to the address provided by such institutions, in most cases group does not exist. The same situation was experienced even when list of SHGs from banks was taken. Because we took only those group who are at least five years old, have link with bank (at least once) and functioning at present, such groups are very thin in the field area. This is lead to purposive sampling.   
Appendix 1.1:  Name of the SHG and Members
	
S.No.
	SHG name              
	No. of members              
	S.No.
	SHG name              
	No. of members              

	1
	Aatmiya
	5
	84
	Pooja
	15

	2
	Adarsh
	10
	85
	Pragati
	10

	3
	Ambika
	5
	86
	Prajapati
	5

	4
	Amidhara
	5
	87
	Priyanka
	5

	5
	Anjana
	5
	88
	Pushp
	5

	6
	Anubhav
	5
	89
	Pushpa
	5

	7
	Apsara
	5
	90
	Radheshyam
	5

	8
	Asha
	5
	91
	Radhika
	5

	9
	Ashapura
	10
	92
	Raja
	5

	10
	Bajrang
	5
	93
	Rajlaxmi
	5

	11
	Bajrang Bali
	5
	94
	Rama
	5

	12
	Bediya fala
	5
	95
	Ramji
	5

	13
	Beech ka fala-1
	5
	96
	Rani
	5

	14
	Beech ka fala-2
	5
	97
	Roopwati
	5

	15
	Beech ka fala
	5
	98
	Sahyog
	10

	16
	Bheru Nath
	5
	99
	Sakh samiti
	5

	17
	Bherunath
	5
	100
	Sakshi
	5

	18
	Bhillat-baba
	5
	101
	Salankanpur
	5

	19
	Bhillat dev
	5
	102
	Sarojani Nayadu
	5

	20
	Brahmani
	5
	103
	Sarswati
	10

	21
	Chandni
	5
	104
	Sataun-2
	5

	22
	Chehar
	5
	105
	School fala-1st
	5

	23
	Chhatra Saal
	5
	106
	Seeta
	5

	24
	Dayawati
	5
	107
	Shakti
	10

	25
	Dev Mahila
	5
	108
	Shamaliya
	5

	26
	Dhan Laxmi
	5
	109
	Shankar
	5

	27
	Dharmraj
	5
	110
	Shanti
	5

	28
	Dharti
	5
	111
	Shiv Shakti
	5

	29
	Diamond
	5
	112
	Shivai
	5

	30
	Dobri
	5
	113
	Shivam
	5

	31
	Durga
	5
	114
	Shivji
	5

	32
	Garha vateshwar-1
	5
	115
	Shree Dasha Maa
	5

	33
	Garha vateshwar-2
	5
	116
	Shree G
	5

	34
	Gauri
	10
	117
	Shree Sundaram
	5

	35
	Gayatri
	15
	118
	Sitaram
	5

	36
	Gaytri Maa
	5
	119
	Subh Laxmi
	5

	37
	Ghatwai baba
	5
	120
	Sulochna
	5

	38
	Girija
	5
	121
	Thana 
	5

	39
	Gopal
	5
	122
	Udaisagar Bawji
	5

	40
	Gori Shankar
	5
	123
	Unnati
	5

	41
	Gulab Ram
	5
	124
	Usha
	5

	42
	Guru
	5
	125
	Vaishnavi
	5

	43
	Heena
	5
	126
	Vasundhara
	5

	44
	Jagrati
	5
	127
	Veer Kripa
	5

	45
	Jagriti
	5
	128
	Vijay laxmi
	5

	46
	Jai Bharati
	5
	129
	Vishnu
	5
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	47
	Jai Bhawani
	5
	130
	Women Farmer
	5

	48
	Jai Dasha Maa
	10
	131
	Yogi
	5

	49
	Jai Gaytri  Maa
	10
	132
	Mahila Shg
	5

	50
	Jai Hanuman
	5
	133
	Mahila SHG
	10

	51
	Jai maa laxmi
	10
	134
	Mahila Swam Sahyog Samiti-1
	5

	52
	Jai Santoshi Maa
	5
	135
	Mahila Swam Sahyog Samiti-2
	5

	53
	Jai Yogeshwar
	20
	136
	Malan baba
	5

	54
	Jay Ambey
	10
	137
	Mamta
	5

	55
	Jay Jalaram
	5
	138
	Medi temba
	5

	56
	Jay Laxmi Maa
	5
	139
	Muskan
	5

	57
	Jay Pramatma
	5
	140
	Nandini
	5

	58
	Jay Shakti
	5
	141
	Nanoda-1st
	5

	59
	Jay Shree Khodiyar
	5
	142
	Nanoda-2nd
	5

	60
	Jay Sikotar
	5
	143
	Nar Sangha Veer
	5

	61
	Jyoti
	5
	144
	Narayani
	5

	62
	Kaberi sataun
	5
	145
	Narmada 
	15

	63
	Kaffota
	5
	146
	Nav Durge
	5

	64
	Kakri dungri-1
	5
	147
	Nav jyoti
	5

	65
	Kakri dungri-2
	5
	148
	Navjyoti
	5

	66
	Kali ka padla-1st
	5
	149
	Neerath
	5

	67
	Kalka
	5
	150
	Neha
	5

	68
	Kathlag
	5
	151
	Om Namah Shivay
	15

	69
	Kavita
	5
	152
	Omkar
	5

	70
	Khajuri
	5
	153
	Parwati
	5

	71
	Kharadi fala
	5
	154
	Pav-Kaffota
	5

	72
	Khardev
	5
	155
	Pitambar
	5

	73
	Khedapati
	10
	156
	Maa bhagwati
	5

	74
	Kiran
	5
	157
	Maa durge
	5

	75
	Kirti
	5
	158
	Madhu
	5

	76
	Kisan
	5
	159
	Mahalaxmi
	5

	77
	Komal
	5
	160
	Mahila bachat samooh-1
	10

	78
	Kranti
	5
	161
	Mahila bachat samooh-2
	10

	79
	Krishna
	10
	162
	Mahila bachat samooh
	15

	80
	Lakshmi
	10
	163
	Mahila bachhat samooh
	5

	81
	Laxmi
	30
	164
	Mahila bhachat samooh
	5

	82
	Maa-bhagwati
	5
	165
	Mahila mandal
	5

	83
	Maa-laxmi
	5
	
	Total
	1000


Appendix 1.2 Number of Members Covered by Districts

	Districts
	HHs
	District
	HHs

	Ajmer 
	40
	Bilaspur
	80

	Udaipur 
	75
	Kangra
	105

	Dungarpur
	75
	Sirmour
	65

	Jaipur
	60
	Dhar
	50

	Anand
	85
	Hosangabad
	110

	Mehsana
	75
	Indore 
	90

	Navsari
	90
	Total
	1000


Chapter 2

Functioning of SHGs under Bank

 Linkage Program across States

Microfinance has been considered as an effective development tool to tackle poverty in most of the developing countries including India. Lack of tangible collateral is one of the important factors that obstruct the poor in obtaining loan from formal financial institutions. Using group-based method of lending as a substitute of physical collateral, the micro credit programmes ease such constraints and provide loans to the rural poor for undertaking economic activities, which generate additional income and employment. In India, the SHG
 members are delivered loans through two models including the bank linkage model (SBL) and microfinance institute model (MFI). Under SBL, SHGs are generally formed and financed by banks
, whereas under MFI model, SHGs are formed and financed by MFIs, who mobilise resources from different sources. 

In this chapter, an attempt has been made to study the functioning of SHGs under SBL and MFI models and examine their performance since the starting of the group. The study covers 200 SHGs spread over the four sample states including Gujarat, Himachal Pradesh, Madhya Pradesh and Rajasthan. Fifty SHGs from each state and five members from each group have been randomly selected for our analysis. Since the purpose of this study is to assess SHG-Bank linkages and its impact on micro enterprises, in most of the cases we have considering only those SHGs who are at least 5 years old. Furthermore, in order to have a proper representation, we have categorised entire districts of a state into three groups based on per cent of poor population and randomly selecting a district from each group for the final sample.

2.1
Principles of SHGs Functioning

The purpose of forming SHGs is to make financial services available to those who are otherwise likely to be excluded by the formal financial institutions. In this context it is worthwhile to note how these groups function theoretically. Subsequently, this chapter focuses on where these groups stand in terms of their functioning at the time of our interview.    As we know, a SHG is a network of the poor people generally living in the same locality or village and are often homogenous. Besides they are (i) mutually agreeing to save small amounts regularly; (ii) Have rules/norms regarding their functioning; (iii) Savings first, credit thereafter is the motto; (iv) Hold regular meetings to ensure participation of members in the activities of the group; (v) Have collective decision making; (vi) Resolve conflicts through mutual discussion; (vii) Maintaining accounts; (viii) Group leaders are either elected or nominated and often rotated periodically; (ix) Transparency in operations and participatory decision-making ensures an even distribution of benefits among members; (x) Provide collateral free loans to its members on terms and conditions decided by the group; (xi) The credit need of members is usually assessed in periodic (monthly) group meetings where competing claims on limited resources are settled by consensus and dues from members are collected. Furthermore, a group functions on the principle of joint liability and peer pressure. Joint liability principle ensures that all members of the group become collectively responsible for bearing the risk of loan default. While the group may invoke joint liability as a last resort, essentially joint liability brings into operation peer monitoring in the group, which, in turn, leads to better loan repayment. 

2.2
General Information

2.2.1
Profile of the Sample SHGs and Members 
Table 2.1 gives data on the profile of SHGs by state including their age, size and caste composition and economic status of members. In our sample 74.5 percent of SHGs are at least 5 years old or more. Only 26.5 percent groups are less than 5 years old. On an average, the average size of the group was 14.5. Based on the value of Coefficient of Variation (CV) it can be stated that there is less variation in the size of the groups across the states. Overall, only 25 percent groups had less than or equal to 10 members and 75 percent of SHGs had more than 10 members. Apparently, about 68 percent groups in Rajasthan had more than 15 members and the average size of the group was highest in the state (17.5). 

Table 2.1: Profile of Sample SHGs by State

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Distribution (%) of SHGs by age

	 ≤ 5 years
	34.0
	30.0
	34.0
	8.0
	26.5

	5- 7 years
	40.0
	14.0
	26.0
	  40.0
	30.0

	> 7 years
	26.0
	56.0
	40.0
	52.0
	43.5

	Distribution (%) of SHGs by size

	≤ 10 members
	22.0
	30.0
	38.0
	10.0
	25.0(50)

	11- 15 members
	44.0
	48.0
	40.0
	22.0
	38.5 (77)

	> 15 members
	34.0
	22.0
	22.0
	68.0
	36.5 (73)

	Average size of the groups
	14.2
	13.4
	12.7
	17.5
	14.5

	C.V.
	31.3
	28.7
	25.4
	26.0
	30.8

	Distribution (%) of SHGs by caste composition of members 

	Only ST
	26.0
	2.0
	48.0
	46.0
	30.5

	Only SC
	0.0
	4.0
	2.0
	2.0
	2.0

	Only OBC
	18.0
	14.0
	10.0
	10.0
	13.0

	Only general
	32.0
	20.0
	0.0
	0.0
	13.0

	Only minority
	0.0
	0.0
	2.0
	0.0
	0.5

	Single community groups
	76.0
	40.0
	62.0
	58.0
	59.0

	Mixed community groups
	24.0
	60.0
	38.0
	42.0
	41.0

	Distribution (%) of SHG by economic status of members

	SHGs having no BPL member 
	8.0
	22.0
	18.0
	24.0
	18.0

	1-25% members are BPL
	24.0
	48.0
	18.0
	36.0
	31.5

	26-50% members are BPL
	26.0
	26.0
	10.0
	8.0
	17.5

	> 50% members are BPL
	42.0
	4.0
	54.0
	32.0
	33.0

	% of BPL to total members
	42.3
	18.8
	58.6
	40.9
	40.0


Note. BPL includes AAY cardholders. Figures in parenthesis are number of SHGs. 

In an ideal situation, the members should have similar social and financial backgrounds. This contributes not just to easier interaction of members, but also to smoother communication, facilitating equal opportunity of self-expression of members. As far as the distribution of the SHG by caste/community is concerned, 59 percent of SHGs have members from the same community and the remaining 41 percent of the groups having members from different caste/community. Looking at the state-wise distribution, it is seen that Gujarat had the highest percentage (76%) of SHGs with the same community. This figure was 40 percent (the lowest) in case of Himachal Pradesh. Given the structure of our society, it seems caste play an important rule in defining group’s homogeneity. 

The concept of SHG was basically to design to cover members from the poor family. However, the data reveals that around 18 percent of our sample SHGs had no members from the below poverty line (BPL) households. It implies that all members in these SHGs were from above poverty line (APL). This seems to be quite prominent in Rajasthan (24%) followed by Himachal Pradesh (22%). This figure was only 8 percent in case of Gujarat.  About 31.5 percent of such SHGs have the bulk of their membership drawn from non-poor families. Overall, only in 33 percent of SHGs had more than 50 percent members are from BPL family. The data also reveals that, of the total members in our sample SHGs across the states, only 40 percent were BPL. It implies that remaining 60 percent were from APL families. This indicates that microfinance is concentrating more on APL families.       
2.2.2
Change in Membership

The change in membership in a group is possible through leaving of existing members, joining of new members and by both (Table 2.2). Of the 200 sample SHGs, 67 percent experienced change in membership. This rate is highest in Madhya Pradesh (80%) and lowest in Himachal Pradesh (54%). Importantly, across states, more percentage of SHGs has experienced the dropout of members against joining of new members. In case of Madhya Pradesh, 52 percent of SHGs has experienced dropout as well as joining of new members. Thus, it can be infered that ‘change in membership’ is a common feature in a SHG.  

Table 2.2: State-wise Percent of SHGs Experiencing Change in Group Membership

	States
	Nature of change in membership
	SHGs  having change in membership

	
	SHGs where only member(s) left
	SHGs where only member(s) joined
	SHGs where member(s) joined as well as left 
	

	
	(1)
	(2)
	(3)
	(1+2+3)

	Gujarat
	34.0
	8.0
	22.0
	64.0

	Himachal Pradesh
	30.0
	4.0
	20.0
	54.0

	Madhya Pradesh
	16.0
	12.0
	52.0
	80.0

	Rajasthan
	34.0
	16.0
	20.0
	70.0

	Overall 
	28.5
	10.0
	28.5
	67.0


2.2.3
Martial Status of Members

State-wise details on marital status of members in the sample SHGs are presented in Table 2.3. Out of 2892 members (from 200 SHGs in the sample states), 89.35 percent were married. Only 8.92 percent were widowed, 0.21 percent is divorced, 1.49 percent was unmarried and 0.03 percent was separated.  Across states majority of members are married followed by widows.

Table 2.3: State-wise Marital Status of Members in the Sample SHGs

	Marital status
	Gujarat
	Himachal 

Pradesh
	Madhya

 Pradesh
	Rajasthan
	Overall

	Unmarried
	0.4
	1.9
	3.9
	0.2
	  1.49     (43)

	Married
	86.9
	89.4
	87.8
	91.8
	89.35 (2594)

	Widows
	12.0
	8.7
	7.3
	7.7
	  8.92   (258)

	Divorced
	0.3
	0.0
	0.5
	0.1
	  0.21       (6)

	Separated
	0.14
	0.0
	0.0
	0.0
	  0.03       (1)

	Total
	99.74
	100
	99.5
	99.8
	   100 (2892)


Note: () are number of SHG members.

2.2.5
Caste Composition

Table 2.4 presents data on the distribution of member by categories. Overall, 37.3 percent members are from ST community, 9.3 percent are from SC community and majority are from OBC and general category. Looking at the state-wise distribution, it is seen that Himachal Pradesh has the highest percentage of SHG members from the general category (52.8%) followed by Gujarat (37.2%). It is the Rajasthan and Madhya Pradesh that has drawn more than half the members from SC/ST category.  

Table 2.4: State-wise Distribution (%) of SHG Members by Categories

	Caste status
	Gujarat
	Himachal Pradesh
	Madhya  Pradesh
	Rajasthan
	Overall

	STs
	28.2
	1.6
	59.2
	55.8
	37.3 (1078)

	SCs
	0.6
	18.4
	11.2
	8.0
	9.3 (268)

	OBC
	34.0
	26.2
	19.6
	32.2
	28.4 (823)

	General
	37.2
	52.8
	6.9
	4.0
	24.1 (696)

	Minority
	0.0
	1.0
	3.1
	0.0
	0.9 (27)

	Total
	100
	100
	100
	100
	100 (2892)


Note: Figures in parenthesis are no. of SHG members.

2.2.6
Education Level

In order to study the percentage distribution of SHGs by literacy level of members of the groups, the SHGs were classified into two categories viz., (i) those in which all members in the group are either illiterate, just literate
 or qualified up to primary level; (ii) those in which at least one member in the group has completed 6th standard and/or above. It is seen that 40.5 percent of the SHGs fall in the former category and the remaining 59.5 percent groups on the latter category (Table 2.5).  The literacy levels vary more widely among the SHGs across the states. Apparently, 94 percent SHGs in Himachal Pradesh have at least one member completed 6th standard and/or above. In case of Rajasthan, this figure was 22 percent. It indicates that Rajasthan has a high percentage (78%) of SHGs with illiterate or just literate or studied up to primary level.  

The distribution of sample SHG members by level of education across States is presented in Table 2.6. Looking at the state-wise distribution, it is seen that 35.6 percent members from Rajasthan are illiterate and another 48 percent are just literate in the state. In case of Himachal Pradesh, out of 250 sample SHG members, only 9.2 percent are illiterate. The mean year of schooling among sample SHG members is 6.4 percent in Himachal Pradesh followed by 4.6 percent in Gujarat. This figure is the lowest in case of Rajasthan (0.9%).   

Table 2.5: Distribution (%) of SHG by Educational Qualification of Sample Members

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Groups having all illiterate, just literate or up to primary level 
	22.0

(11)
	6.0

(3)
	56.0

(28)
	78.0

(39)
	40.5

(81)

	At least one member in the group has completed 6th standard and/or above
	78.0

(39)
	94.0

(47)
	44.0

(22)
	22.0

(11)
	59.5

(119)


Note: Figures in parenthesis are no. of SHGs.

Table 2.6: Distribution (%) of Sample SHG Members by Level of Education across States

	Level of literacy
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Illiterate
	29.6
	9.2
	27.6
	3.6
	25.5 (255)

	Just literate
	7.2
	12.0
	42.8
	48.0
	27.5 (275)

	Primary (I to V)
	22.4
	26.0
	13.6
	11.2
	18.3 (183)

	Middle (VI to VII)
	12.4
	18.0
	2.4
	2.0
	8.7 (87)

	High school (VIII to X)
	19.6
	23.6
	11.2
	3.2
	14.4 (144)

	College and above
	8.8
	11.2
	2.4
	0.0
	5.6 (56)

	Mean years of schooling
	4.6
	6.4
	2.0
	0.9
	3.5 


Note: Figures in parenthesis are no. of sample SHG members. N = 1000.

2.3
Dropouts of SHG Members across the States

This section explores the question of dropout, who are dropped-out, how many, and why. Do they choose to go out or are they are pushed out. In each of the sample SHGs we asked whether any member had dropped out since the formation of the group. We have defined dropout member as one who has cut all links with the SHG. Where a woman has withdrawn from membership but is replaced in the SHG by another woman from her family is not treated as a case of dropout. It is important to make a distinction between individual dropouts and splits of SHGs. The termination is permanent in case of the former, however, in case of latter there will be breakaway formations (vertical splits), where members usually continue as part of new SHGs or combine with other existing SHGs. Here, we focus our discussion on only dropout members. 

The extent of dropouts and joining of members in SHGs by state is presented in Table 2.7. It is evident that in case of 57 percent of SHGs, there is dropout of members. Contrary to this, only in 38.5 percent groups (out of 200 sample SHGs), new members have joined in the SHGs
. Apparently, across the states, dropout of members is taking place in more percent of groups than joining of new members.  The average rate of dropout is varies between 1.4 (the lowest in Himachal Pradesh) and 2.5 (the highest in Madhya Pradesh). Importantly, rate of dropout is more compared to rate of joining of new members in the group for the entire samples. However, this situation is not true in case of Madhya Pradesh and Rajasthan, where the rate of joining was more than the rate of dropout. It is also observed that a higher percentage of SHGs in Madhya Pradesh have experienced dropout as well as new members joining the group. This indicates that the size of membership is more volatile in case of Madhya Pradesh compared to other sample states.

Categories- wise dropout members by state is presented in Table 2.8. Out of 394 dropout members, 41.6 percent were from ST community and 13.6 percent were from SC community. In case of Madhya Pradesh and Rajasthan, respectively 69.1 percent and 72.6 percent members were dropped out from only SC/ST community. In case of Gujarat and Himachal Pradesh, the rate of dropout is high amongst OBC and general category members. This is due to the fact that these state drawn more members form non-ST/SC category. Overall, among the dropout members, majority are from SC/ST community.

Table 2.7: Extent of Dropouts and Joining of Members in SHGs by State

	
	Percent of SHGs

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Extent of dropout

	1- 3 members
	28.0
	40.0
	38.0
	36.0
	35.5

	4- 6 members
	20.0
	4.0
	26.0
	10.0
	15.0

	> 6 members
	8.0
	6.0
	4.0
	8.0
	6.5

	Total 
	56.0
	50.0
	68.0
	54.0
	57.0

	Average rate of dropout
	2.0
	1.4
	2.5
	2.0
	2.0

	Extent of new member(s) joining the group

	1- 3 members
	22.0
	14.0
	34.4
	10.0
	20.0

	4- 6 members
	6.0
	10.0
	16.0
	12.0
	11.0

	> 6 members
	2.0
	0
	14.0
	14.0
	7.5

	Total
	30.0
	24.0
	64.0
	36.0
	38.5

	Average rate of joining
	0.9
	0.7
	2.6
	2.4
	1.7


Table 2.8: Categories wise Dropouts by State

	Categories
	Percent of members

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	SC
	0
	26.1
	11.4
	20.6
	13.5

	ST
	40.0
	0
	57.7
	52.0
	41.6

	OBC
	26.0
	14.5
	24.4
	22.5
	22.6

	General
	34.0
	59.4
	6.5
	4.9
	22.3

	Minority
	0
	0
	0
	0
	

	Total
	100 (100)
	100 (69)
	100 (123)
	100 (102)
	100 (394)


Note: Figure in parentheses is no. of drop-out member. 

2.3.1 Reasons for Dropping Out

The reasons for dropping out constitute a varied list that illustrates the wide range of issues that SHGs and their members have to deal with (Table 2.9). These can broadly be grouped into two types such as (i) reasons leading to clients’ pushed out and (ii) reasons leading to clients’ pulled out. The clients’ pushed out factors, in the order of their importance, includes inability to save regularly, irregular attendance at meeting, irregular in making loan repayment, disagreement with group norms/conflict, dual membership, and rule of one member from each family. The clients’ pulled out factors, in the order of their importance, includes denial of anticipated loan/benefits, migration, Illness/old age/ death, marriage, family pressure, work pressure, lower caste, did not get interest in SHG, fear of adjustment of savings and divorced. 

Table 2.9: Reasons for Dropping out by State

	Reasons
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Reasons leading to clients’ pushed out (in %) 

	Inability to save regularly
	28.0
	7.2
	25.2
	24.5
	22.6

	Irregular attendance at meeting
	4.0
	24.6
	10.6
	13.7
	12.2

	Irregular in making loan repayment
	3.0
	15.9
	17.1
	6.9
	10.7

	Disagreement with group norms/conflict 
	5.0
	1.4
	10.6
	12.7
	8.1

	Dual membership
	3.0
	18.8
	1.6
	1.0
	4.8

	Rule of one member from each family
	0.0
	0.0
	2.4
	2.0
	1.3

	Sub-total (a)
	43.0
	67.9
	67.5
	60.8
	59.7

	Reasons leading to clients’ pulled out (in %)

	Denial of anticipated loan/benefits
	24.0
	7.2
	3.3
	5.9
	9.9

	Migration
	8.0
	10.1
	13.0
	4.9
	9.1

	Illness/old age/ death
	3.0
	8.7
	5.7
	6.9
	5.8

	Marriage
	3.0
	0.0
	5.7
	4.9
	3.8

	Family pressure
	3.0
	0.0
	2.4
	6.9
	3.3

	Work pressure
	9.0
	2.9
	0.0
	0.0
	2.8

	Lower caste
	0.0
	0.0
	0.0
	8.8
	2.3

	Did not get interest in SHG
	2.0
	2.9
	2.4
	1.0
	2.0

	Fear of adjustment of savings*
	4.0
	0.0
	0.0
	0.0
	1.0

	Divorced
	1.0
	0.0
	0.0
	0.0
	0.3

	Sub-total (b)
	57.0
	31.8
	32.5
	39.3
	40.3

	Total (a + b)
	100
	100
	100
	100
	100


Note: * Fear of adjustment of savings by bank in case of non-repayment of bank loan by other SHG members.

Under the clients’ pushed out factors, the most important reasons of dropout includes inability to save regularly (22.6% cases), irregular attendance at meeting (12.2% cases) irregular in making loan repayment (10.7% cases), and disagreement with group norms/conflict (8.1% cases). Whereas, under the clients’ pulled out factors, the most important reasons of dropout includes denial of anticipated loan/benefits (9.9% cases), Migration (9.1% cases), illness/old age/ death (5.8% cases), marriage (3.8% cases) and work pressure at home (2.8% cases). Overall, 59.7% of members were dropped-out due to clients’ pushed out factors and 40.3 percent cases it was clients’ pulled out factors. This indicates higher percentage of dropouts is taking place due to pushed out factor than that of pulled out factors.  

2.4
Governance Issues

In order to function properly and become sustainable, it is important to have a good leader in a SHG. In many of the SHGs the members mostly wanted and preferred the highest educated among them to be the leader as most of the members are illiterate or just literate. The concern of smoothness in day-to-day operations could be important reasons for the high percentage of leaders chosen by nomination in the SHGs (Table 2.10). Apparently, there is no evidence of election for leaders in any these SHG in our sample states. Only in 12 cases, either SHPI or NGO/Bank staffs nominated the group leaders.   

Table 2.10: Governance Aspects of SHGs

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	System of selecting leader

	Election
	0
	0
	0
	0
	0

	Nomination
	50
	47
	49
	42
	88

	Nominated by SHPI/NGO/Bank staffs
	0
	3
	1
	8
	12

	Total
	50
	50
	50
	50
	200

	Number of SHGs reporting rotating leadership 

	Once in 2 years
	0
	0
	0
	1
	1

	Once in 5 years
	0
	0
	1
	1
	2

	Total
	0
	0
	1
	2
	3

	% of SHGs ever experienced of changing position holder(s)*
	10.0
	8.0
	10.0
	20.0
	12.0


Note: * At least one position holder (this may be either President or secretary or treasurer or any combination of leaders).

It is equally important to have practice of change in leadership in order to avoid the domination of one person in the group as well as to see more members get experience in leadership functions. However, only 3 SHGs (2 in Rajasthan and 1 in Madhya Pradesh) had reported the practice of rotating leadership. In total, only 12 percent SHGs had ever experienced of changing position holder(s). It indicates that change in leadership is unlikely to the smooth running of the SHGs. 

2.4.1
General Management Practices

As we have mentioned in the earlier section, a group needs to have rules and regulation for its smooth functioning. We have observed that on an average, 88 percent groups had written and 12 percent groups had oral rules and regulation (Table 2.11). However, this figure varies across the states. For instance, out of the sample SHGs, 100 percent of groups had written rules in Rajasthan, whereas, this figure was 78 percent in case of Madhya Pradesh. The data reveals that in case of Gujarat and Madhya Pradesh 20 percent and 22 percent SHGs respectively had oral rules and regulation. Apparently, on an average 57 percent of groups update their rules and regulation across the sample states. In updating rules and regulation again Rajasthan occupy the first position followed by Gujarat, Himachal Pradesh and Madhya Pradesh. It is observed that groups having written rules and regulation are more prone to update compared to groups having oral rules and regulations. 

The general management practices of the group are being accessed by frequency of group- meeting, regularity in meeting and extent of member’s attendance in the group meeting. Information on these indicators are generally seen by banks or funding agency before deciding on extending credit facility to the concerned SHG. Group meeting provides scope to get together, establish bonds and understand each other’s difficulties. Attending meeting and practicing in the discussion denotes the involvement of members in the decision making process. Information on these indicators is given in Table 2.12.

Table 2.11:  State-wise % of SHGs having Definite Rules and Regulation for Running the Group

	States
	Per cent of groups having definite rules and regulations
	Per cent of groups update rules and regulation

	
	Written
	Oral
	Total
	

	Gujarat
	80.0
	20.0
	100
	52.0

	Himachal Pradesh
	94.0
	  6.0
	100
	44.0

	Madhya Pradesh
	78.0
	22.0
	100
	38.0

	Rajasthan
	        100.0
	  0.0
	100
	94.0

	Overall 
	88.0
	12.0
	100
	57.0


Table 2.12: General Management Practices

	
	No. of SHGs

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Frequency of group meeting

	Weekly
	0
	0
	22
	0
	22

	Fortnightly
	2
	0
	0
	0
	2

	Monthly
	47
	50
	26
	50
	173

	As and when needed
	1
	0
	2
	0
	3

	Total
	50
	50
	50
	50
	200

	Regularity in meeting

	≤ 25%
	2
	1
	1
	0
	4

	25- 50%
	4
	4
	2
	3
	13

	50- 75 %
	6
	7
	13
	3
	29

	> 75% 
	38
	38
	34
	44
	154

	Total
	50
	50
	50
	50
	200

	Extent of members attendance in the group meeting

	< 50%
	5
	10
	14
	5
	34

	50- 75%
	18
	4
	16
	7
	45

	> 75%
	27
	36
	20
	38
	121

	Total
	50
	50
	50
	50
	200


The practice of weekly meeting (22 groups) is observed in Madhya Pradesh. The practice of monthly meeting (173 groups) is quite common across the SHGs in all the sample states. Only 3 groups meet as and when needed (1 SHG in Gujarat and 2 SHGs in Madhya Pradesh). It is evident that of the total sample SHGs, 154 groups had conducted meeting regularly.
 Looking at the state-wise distribution of regularity of meeting, Rajasthan occupy the first position. In case of 29 SHGs, the regularity of meeting varies between 50 and 75 percent. This indicates that most of the group maintains regularity in conducting meeting. The percentage of members attending the meetings was fairly high (> 75%) in case of 121 groups. Only in case of 34 groups, less than 50 percent of members attend the group meetings.  
2.4.2
Financial Management Practices

Since the SHGs are involved in monetary transactions (deposit mobilisation and loan disbursement), they are required to maintain and update a number of documents including saving register, individual passbook, loan register, bank accounts etc.  Figure 2.1 gives the overall financial management practices observed by the SHGs in the sample groups. Interestingly, book of accounts is maintained by group representative in case of 49.5 percent SHGs. Representative of SHPI/NGO/Govt. agency maintain the book of accounts for 28 percent of the SHGs. 14 percent of the SHG maintain their book of accounts through hired person and only in 3 percent SHGs it is the literate members maintains the book of accounts.   

Figure 2.1: Financial Management Practices of SHGs (N = 200)
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Note: As the saving register, loan register, bank accounts and individual passbook are managed by the same person (i.e., who manages the saving register also manages other two registers and passbook) it may not be that relevant to design tables separately for each such accounts. 

The data on financial management practices of SHGs by States is presented in Figure 2.2 it reveals that in case of Himachal Pradesh, 96 percent of SHGs maintained their book of account by group representative. This figure was 68 percent in case of Gujarat. Apparently, only 4 of SHGs maintain their book of accounts by group representative in case of Rajasthan. In other words, in case of Rajastahan, it is representative of the SHPI mostly (88% cases) maintains the book of accounts of the group.  
Figure 2.2: Financial Management Practices of SHGs by States
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Note: N = 50 for each state.

The level of maintenance of book of accounts & individual passbook by States  is explained in Figure 2.3. It is observed that 68 percent of SHGs have regular, accurate and update financial accounts (saving register, loan register, bank accounts, and individual passbook). Contrary to this, only 32 percent SHGs have incomplete and irregular financial accounts. However, this figure varies across the states. Among our sample states, 92 percent (the highest) of SHGs in Rajasthan have regular, accurate and update book of accounts. In case of Gujarat, the it is 38 percent (the lowest). The state specific figures are presented in Table 2.13. The level of maintenance of book of account and individual passbok with respect to person maintening these accopunts are illustrated in Figure 2.4. Person maintening these account are broadly grouped in to two categories such as insider and outsider. The insider includes group representative and literate members whereas, the outsider includes representative of SHPI/NGO/Govt. agency, any person employed by the SHG and member/leader’s relative. Insider and outsider maintain the book of accounts and individual passbook of 105 groups and 95 groups respectively (Table 2.13). Figure 2.4 reveal that when an outsider maintains the book of accounts, 83.2 percent groups have regular, accurate and update book of accounts and individual passbook. However, when an insider maintains the book of account, only 54.3 percent groups have regular, accurate and update book of accounts. This may be due to lower educational qualification among members and lack of training in maintenance of book of accounts. 

Figure 2.3: Level of Maintenance of Book of Accounts & Individual Passbook by States
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Table 2.13: Maintenance Level of Book of Anncounts and Individual Passbook of SHGs (% SHGs)
	Maintenance of book of accounts of SHG by/ Level of maintenance
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall


Group representative

	Regular, accurate & update 
	32.4
	70.8
	53.3
	50.0
	45.5

	Incomplete & irregular 
	67.6
	29.2
	46.7
	50.0
	54.5

	Total 
	100 (34)
	100 (48)
	100 (15)
	100 (2)
	100 (99)


A literate member

	Regular, accurate & update 
	66.7
	-
	50.0
	-
	50.0

	Incomplete & irregular 
	33.3
	100
	50.0
	-
	50.0

	Total 
	100 (3)
	100 (1)
	100 (2)
	-
	100 (6)


Representative of SHPI/NGO/Govt. agency

	Regular, accurate & update 
	75.0
	-
	37.5
	93.2
	83.9

	Incomplete & irregular 
	25.0
	-
	62.5
	6.8
	16.1

	Total 
	100 (4)
	-
	100 (8)
	100 (44)
	100 (56)


Any person employed by the SHG

	Regular, accurate & update 
	16.7
	-
	100
	-
	82.1

	Incomplete & irregular 
	83.3
	-
	-
	-
	17.9

	Total 
	100 (6)
	-
	100 (22)
	-
	100 (28)


Member/Leader’s relative

	Regular, accurate & update 
	66.7
	100
	66.7
	100
	81.8

	Incomplete & irregular 
	33.3
	-
	33.3
	-
	18.2

	Total 
	100 (3)
	100 (1)
	100 (3)
	100 (4)
	100 (11)


Note: Figure in parentheses represents number of SHG.

Figure 2.4: Level of Maintenance of Book of Accounts & Individual Passbook

[image: image4.emf]54.3

45.7

83.2

16.8

0

20

40

60

80

100

Per cent

Regular, accurate

& update

Incomplete &

irregular

Regular, accurate

& update

Incomplete &

irregular

Insider (N = 105) Outsider (N = 95)

Level of maintenance


2.5
Savings Behaviour

2.5.1
Saving Habits among SHG Members

One of the basic principles of SHGs is that even the very poor save small amounts and generate loanable funds and that facilitates of getting internal loans at lower rate of interest, particularly among those who are otherwise excluded of getting loans from the formal financial institutions. Besides, this also inculcate and strengthen the saving habits. Generally, members of SHGs save a fixed amount periodically, depending upon the saving capacity of members at their own terms and conditions. Table 2.14 provides information regarding the periodicity of savings and percentage of groups having revised compulsory savings per member since their formation.   

Table 2.14: Saving Habits of SHG Members

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Distribution (in %) of SHGs by periodicity of saving

	Weelky
	0
	0
	44
	0
	11

	Monthly
	100
	100
	56
	100
	89

	% of SHG which have revised cumpolsory saving per member since their formation

	One time 
	44.0
	26.0
	24.0
	38.0
	33.0

	Two times 
	14.0
	20.0
	6.0
	10.0
	12.5

	More than two times 
	8.0
	2.0
	4.0
	30.0
	11.0

	Total 
	66.0
	48.0
	34.0
	78.0
	56.5

	Average number of times revised cumpolsory savings
	1.0
	0.72
	0.48
	1.58
	0.95


Note: % is calculated from the respective total sample. 

Savings on a monthly basis seems most popular as overall about 89 percent of SHGs preferred monthly savings to other kind of periodicy. Another 11 percent of the SHGs save weekly. Apparently, except Madhya Pradesh, SHGs of the remaing states preferred monthly savings. In the present sample, the average mandatory saving per memver varies between Rs.25 and Rs.100. Interestingly, in case of 56.5 percent groups have revised their mandatory savings. The data reveals that in case of Rajasthan, 78 percent of SHGs (the highest) have increased their mandatory savings. The same was 34 percent  in case of Madhya Pradesh. Overall, the average number of times revised compulsory savings was 0.95. There was, however, a great deal of variation among the SHGs across the states  in terms of revising their mandatory savings. This figure was the lowest in case of Madhya Pradesh (0.48) and the highest in case of Rajasthan (1.58 times). The distribution of internal funds reveals that overall 45.5 percent SHGs had more than Rs.50000 internal funds. 28 percent SHGs had internal funds within the range of Rs.25000-50000 (Figure 2.5). Only 26.5 percent SHGs had the internal funds up to Rs.25000. Interestingly, in Rajasthan, around 82 percent of SHGs had more than Rs.50000 internal funds. For other states, the figure is between 32 and 36 percent. 

Figure 2.5: Distribution of SHGs by Level of Internal Funds across the States[image: image5.emf]42
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The average amount of savings, interest & other income per SHG by States as on the date of interview is presented in Table 2.15. It is observed that on an average a SHG have the loanable funds of Rs.66570 as on the data of interview. The loanable fund consists of mandatory savings, interest and other income and it varies across the states. In case of Rajasthan, the average size of loanable funds per SHG is Rs.128012, the highest. This figure is Rs.44659, the lowest, in case of Himachal Pradesh. The overall savings per member was Rs.3362. Again, the average savings per member was Rs.4528, the highest, in case of Rajasthan and the same was Rs.2581, the lowest, in case of Gujarat. 

It is important to note that average savings as a percentage to average loanable funds consists of 73.02 percent. It implies that the remaining 26.98 percent of loanable funds are being generated through interest and other income. Importantly, in case of Rajasthan, the average saving as percent to loanable funds was 62.04 percent and in case of Gujarat, this figure was 78.83 percent. Based on the data on average savings as percent to loanable funds, it can be inferred that SHGs in Rajasthan are having higher frequency of internal lending compared to SHGs in other states. The frequency of internal lending seems to the lowest among the SHGs in Madhya Pradesh. 

Table 2.15: Average Amount of Savings, Interest & other Income (in Rs.) per SHG (time of survey)

	State
	Savings
	Interest and other income
	

	
	Per SHG
	Per

 member
	Per  SHG
	Per

 member
	Loanable funds per SHG
	Average saving as % to loanable funds

	Gujarat
	36600
	2581
	9828 (0)
	693
	46428
	78.83

	Himachal Pradesh
	36450
	2724
	8209 (1.46)
	614
	44659
	81.62

	Madhya Pradesh
	41977
	3295
	5203 (0)
	408
	47180
	88.97

	Rajasthan
	79420
	4528
	48593 (0.29)
	2770
	128012
	62.04

	Overall
	48612
	3362
	17958 (0.37)
	1242
	66570
	73.02


Note: Figures in parenthesis represent other income as % to interest income. 

Table 2.16: Compulsory Savings versus Internal Funds of the SHG

	Level of internal funds of the SHG
	Compulsory savings as per cent to internal funds of the Group by States

	
	Gujarat 
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	≤ Rs.25000
	89.1
	85.4
	89.1
	0
	87.8

	Rs.25000-50000
	81.1
	84.0
	90.1
	86.4
	86.0

	> Rs.50000
	76.2
	80.1
	88.3
	60.5
	69.2


Significantly, levels of internal funds of the SHGs and compulsory savings as per cent to internal funds of the groups move in the opposite direction (Table 2.16). In other words, irrespective of the states, on an average, whenever the amount of internal funds (i.e. total funds in the group) of the SHG has risen, the compulsory savings as per cent to internal funds of the group has declined. This suggests that internal funds and compulsory savings as per cent to internal funds are inversely related. This implies that more the amount of internal funds, it increases the frequency as well as amount of internal lending. 

2.6
Quality of the SHGs

After withdrawal of support and extensive services by the NGOs/SHPIs, many SHGs could not manage their saving register, savings bank account, loan register (internal lending) and more importantly could not resolved internal conflict were closed. It is also important to note here that most of the groups now manage themselves with/without external support. As 74.5 percent groups are more than five years old, it is important to assess the quality of such SHGs. We have used 13 different indicators and developed a composite index to assess the quality of the SHGs (Table 2.17).     

Table 2.17: Indicators Used to Assess the Quality of the SHGs

	S. No.
	Indicators
	Weight

	1
	Kind of rules and regulation for running the group 
	·  Oral = 1 

·  Written = 2

	2
	Practice of update rules 
	·  No = 0

·  Yes = 1

	3
	· Regularity in meeting
	·  ≤ 25% = 1 

·  25- 50% = 2  

·  50- 75% = 3 

·  > 75% = 4

	4
	Attendance in meeting
	·  < 50% members = 1 

·  50- 75% members = 2 

·  > 75% members = 3

	5
	Selection of group leaders
	·  Nominated by SHPI/NGO/bank staffs = 1

·  Nominated by members = 2

·  By election = 3

	6
	Practice of rotating leadership
	·  No = 0

·  Yes = 1

	7
	Regularity in savings
	·  < 50% members contribute regularly = 1

·  50-75% members contribute regularly = 2

·  > 75% members contribute regularly = 3

	8
	Revision of mandatory savings
	·  No = 0

·  Yes = 1

	9
	Fixation of rate of interest
	·  By group representative or NGO/Bank   staffs  or  upper caste member (not elected) = 1

·  By all group members = 2

	10
	Decision on who is to be given loan
	· As decided by group representative or NGO/Bank   staffs  or  upper caste member (not elected) = 1

· Through group meeting = 2

	11
	Keeping emergency funds
	·  No = 0

·  Yes = 1

	12
	Record/Book keeping
	· Representative of NGO/SHPI/bank or any other agency, any person employed by the SHG, relative of member/leader’s = 1

· Group representative or a literate member = 2

	13
	Level of maintenance of records
	·  Not maintained at all = 0

·  Incomplete & irregular = 1

·  Regular, accurate & update = 2


Table 2.18: Distribution (%) of SHGs by Extent of Stability across States

	Nature of stability of the SHG
	% of SHG

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Strong and stable (A)
	11
	12
	4
	27
	54

	Moderately stable (B)
	33
	33
	38
	21
	125

	Weak   (C)
	6
	5
	8
	2
	21

	Total
	50
	50
	50
	50
	200                  


Each score of a particular indicator is converted in to percentage term [(actual score/maximum score of that particular indicator)(100] for comparison purpose. The score (in %) under each indicator has been then added for a particular SHG to arrive at the total score which when divided by 13 (number of indicators) gave the average score for each group. The group whose average score is ≤ 50 percent can be categorised into weak group (C), for 51-75 percent can be categorised into moderately stable group (B) and for >75 percent can be said strong and stable group (A). Based on the above composite index, the distribution of SHGs by extent of their stability across states is presented in Table 2.18. Significantly, out of 200 sample SHGs, 54 of them (27%) found to be strong and stable. Another 62.5 percent groups (125 SHGs) found to be moderately stable and only 10.5 percent groups (21 SHGs) found to be weak. Across the states, Rajasthan and Madhya Pradesh had the highest and the lowest number of strong and stable SHGs respectively.   
2.7
Bank Linkage Model

In a mainstream model normally SHG members begin by saving small amounts of money, and these collective saving are then converted into credit, where a member can borrow from within the group at an interest rate they are agree upon. After the SHGs are nurtured and trained by the NGO, the local bank lend directly to these informal groups. The most common model of SHG-bank linkage is depicted in Figure 2.6. 

In the most common model of SHG-bank linkage, the bank provides finance directly to the groups (situation A). In situation B, either the NGO or some other voluntary institution promotes and give training to SHGs and the local bank provides the credit support. Here the facilitating NGO/voluntary institution plays a vital role in strengthening the groups’ capabilities to manage resources, including credit and offering opportunities to acquire new productive skills. The NGOs thus worked as a facilitator enabling the poor to become more bankable. As the SHGs function as joint liability group, it ensures high repayment rate. At the same time, the facilitating NGO often achieves the objective of transforming livelihoods of its clients. In situation C, banks provide funds to NGOs who act as intermediaries for lending to groups.

Based on this broad pattern of providing credit support, status of SHGs bank linkages as on the date of interview is presented in Table 2.19. Overall, it is observed that out of 200 SHGs, 88 of them (44% SHGs) had obtained loan only once, 46 SHGs had raised credit twice, 34 SHGs had raised credit thrice and 30 SHGs were linked more than three times with the bank. This indicates a declined trained of repeat loan to SHGs. This phenomenon seems to be true across states. Overall, the average number of times raised loan per SHG since starting the group was 2.11 and the same varies between a minimum level of 1.82 times in Rajasthan to a maximum level of 2.68 times in Himachal Pradesh. 

Figure 2.6: SHG Bank Linkage Models

A- Bank as SHPI (SBL model)




B- NGO as SHPI (SBL model)


Promotion, training and


C- NGO as Financial Intermediation  (MFI Model)




Table 2.19: Status of SHGs Bank Linkages as on the Date of Interview across States

	Number of times raised loan
	Number of SHGs 

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Not even once
	0
	0
	2
	0
	2

	One time
	28
	11
	25
	24
	88

	Two times
	5
	15
	11
	15
	46

	Three times
	10
	9
	7
	8
	34

	More than three times
	7
	15
	5
	3
	30

	Average number of times raised loan per SHG since starting the group
	1.94
	2.68
	1.98
	1.82
	2.11


Table 2.20 reveals that 54 percent of SHGs have obtained more than Rs.50000 as loan so far. Importantly, 19 percent of SHGs have obtained less than Rs.25000 as loan as on the date of interview. Average amount of loan obtained by a SHG varies across states. It has been as high as Rs.251688 in case of Himachal Pradesh and as low as Rs.44013 in case of Madhya Pradesh. Similarly, the average amount of loan obtained each time by a SHG also varies between a maximum of Rs.93906 and minimum of Rs.22229 across states. Notably, average number of times raised loan per SHG since starting the group and age of the SHG move in the same direction across all the states except Rajasthan (Table 2.21).  

Table 2.20: Total Amount of Loan obtained by SHGs so far as on the Date of Interview 

	Cumulative loan amount (Rs.)
	Number of SHGs 

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	≤ 25000
	6
	6
	24
	2
	38

	25000- 50000
	22
	10
	12
	10
	54

	( 50000
	22
	34
	14
	38
	108

	Average amount of loan by a SHG 
	136340
	251668
	44013
	157180
	147300

	Average amount of loan by each time by a SHG 
	70278


	93906


	22229


	86363


	69976




Table 2.21: Age of the SHG and Status of Bank Linkages as on the Date of Interview

	Age of the SHG
	Average number of times raised loan per SHG since starting the group

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	≤ 5 years
	1.24
	1.53
	1.65
	2.00
	1.51

	5- 7 years
	1.70
	2.29
	2.08
	1.60
	1.82

	> 7 years 
	3.23
	3.39
	2.20
	1.96
	2.67


Table 2.22 presents average amount of loan obtained by age of the SHGs. Interestingly, as the age of the SHG increases, the average loan amount also increases. This situation seems to be true in all our sample states. As is evident from the data, the average size of the loan per SHG varies transversely within and the same age group of the SHGs across states. Based on the data given on the average amount of loan obtained each time by a SHG, it is observed that the pumping of credit increases at an increasing rate among the SHGs in Gujarat. For the remaining states, the same had increased at a decreasing rate. Out of total sample SHGs, 88.5 percent of them are linked through SBL model, where the average number of times raised loan per SHG since starting the group was 2.02. Under the MFI model, 10 percent SHGs are linked where the average number of times raised loan per SHG since starting the group was 2.75. This suggests that the frequency of obtaining loan under MFI model is relatively more compared to SBL model. Similarly, the average amount of loan obtained each time by a SHG was more under the latter model against the former. It is thus evident that SHGs functioning under MFI model not only had obtained more number of times credit but also more amount of loan compared to SHGs working under SBL model (Table 2.23).        
Table 2.22: Age of the SHG and Average Amount of Loan obtained 

	
	Loan amount (in Rs.) by age of the SHG

	
	≤ 5 years
	5- 7 years
	> 7 years

	Gujarat
	
	
	

	Minimum
	30000
	10000
	128000

	Maximum 
	191000
	440000
	615000

	Average
	55882
	80350
	327692

	C.V.
	63.4
	128.0
	41.0

	Each time by a SHG
	45238
	47265
	101429

	Himachal Pradesh
	
	
	

	Minimum
	16000
	26000
	6000

	Maximum 
	600000
	600000
	1080000

	Average
	127800
	194657
	332279

	C.V.
	130.3
	114.9
	119.5

	Each time by a SHG
	83348
	85163
	97935

	Madhya Pradesh
	
	
	

	Minimum
	4000
	2000
	8000

	Maximum 
	144000
	85000
	308500

	Average
	43729
	37885
	53079

	C.V.
	85.0
	79.6
	130.2

	Each time by a SHG
	24988
	18241
	22920

	Rajasthan
	
	
	

	Minimum
	100000
	25000
	15000

	Maximum 
	175000
	450000
	770000

	Average
	123750
	122700
	188846

	C.V.
	27.9
	90.0
	108.0

	Each time by a SHG
	61875
	76688
	96275

	Overall
	
	
	

	Minimum
	4000
	2000
	6000

	Maximum 
	600000
	600000
	1080000

	Average
	76635
	98602
	226538

	C.V.
	129.9
	123.5
	123.5

	Each time by a SHG
	50771
	54276
	83975


Note: 2 SHG from MP not obtained any loan so far have been removed from this analysis.  

Table 2.23: SHG Bank-Linkage by Method of Linkages

	Method of linkages/ amount in Rs.
	Gujarat
	Himachal Pradesh
	Madhya

Pradesh
	Rajasthan
	Overall

	SHG Bank Linkage (SBL) model (n=177)

	% of SHGs linked
	96
	72
	86
	100
	88.5

	Average number of times raised loan per SHG since starting the group
	1.75
	2.56
	2.12
	1.82
	2.02

	Average amount of loan each time by a SHG 
	73238
	37526
	23557
	86363
	54768

	Microfinance Institution (MFI) model (n=20)

	% of SHGs linked
	10
	30
	0
	0
	10

	Average number of times raised loan per SHG since starting the group
	2.60
	2.80
	NA
	NA
	2.75

	Average amount of loan each time by a SHG 
	51154
	217405
	NA
	NA
	178109

	Self-help Co-operative (SHC) Model (n=5)

	% of SHGs linked
	0
	0
	10
	0
	2.5

	Average number of times raised loan per SHG since starting the group
	NA
	NA
	1.60
	NA
	1.60

	Average amount of loan obtained each time by a SHG (in Rs.)
	NA
	NA
	7125
	NA
	7125


Note: In HP, one SHG has taken loan from both SBL & MFI model while 3 SHGs did so in Gujarat. 

2.7.1
Group Stability, Saving Habits & Bank Linkage 

Savings per SHG move in the same direction with extent of groups’ stability i.e., higher the extent of groups’ stability higher is the saving of the SHGs. However, this trend does not hold good for Himachal Pradesh. Nevertheless, the average amount of saving per SHG and member and similarly interest and other income per SHG as well as member for weak (C) SHG are less compared to B and C category SHGs (Table 2.24).

2.8
Loan Disbursement

If we compare the data from Tables 2.25, it indicates that the average amount of loan obtained each time in all the states of A category group is less compared to B category groups. However, certainly loan obtained by A category group is more than C category groups in all the states. This implies that, A category groups may not be asking for loan to banks as they have enough funds (saving+ interest income). Because of this, the average number of times loan raised as well as amount of loan obtained each time is less in A category groups compared to B category groups. But, for C category group bankers may be rationing loan. Thus, for A category group we can say that there is demand constraint (less demand for loan) and for C category SHGs there is supply constraints (even if they ask for loan). 

Table 2.24: Average Amount of Savings, Interest & other Income (in Rs.) of SHGs by nature of   their Stability as on the Date of Interview

	States
	Savings
	Interest and other income
	Loanable funds per SHG
	Average saving as % to loanable funds 

	
	Per SHG
	Per member
	Per SHG
	Per member
	
	

	Gujarat

	Strong and stable (A)
	51816
	3518
	11737
	797
	63553
	81.53

	Moderately stable (B)
	36489
	2498
	10706
	733
	47195
	77.32

	Weak   (C)
	9310
	859
	1500
	138
	10810
	86.12

	Himachal Pradesh

	Strong and stable (A)
	31969
	2721
	10367
	882
	42336
	75.51

	Moderately stable (B)
	41150
	2965
	8363
	603
	49513
	83.11

	Weak   (C)
	16188
	1156
	2014
	144
	18202
	88.94

	Madhya Pradesh

	Strong and stable (A)
	79450
	6231
	0
	0
	79450
	100

	Moderately stable (B)
	41892
	3229
	6185
	477
	48077
	87.14

	Weak   (C)
	23641
	2034
	3141
	270
	26782
	88.27

	Rajasthan

	Strong and stable (A)
	80432
	4370
	44933
	2441
	125364
	64.16

	Moderately stable (B)
	82275
	4853
	57299
	3380
	139575
	58.95

	Weak   (C)
	35775
	2981
	6588
	549
	42363
	84.45

	Overall

	Strong and stable (A)
	63760
	4046
	27161
	1723
	90921
	70.13

	Moderately stable (B)
	47054
	3288
	16541
	1156
	63595
	73.99

	Weak   (C)
	18928
	1577
	2732
	228
	21660
	87.39


Table 2.25: Bank Linkages by Extent of Groups’ Stability

	Nature of stability of the SHG
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Average number of times raised loan per SHG since starting the group

	Strong and stable (A)
	2.00
	2.75
	1.00
	1.63
	1.91

	Moderately stable (B)
	2.09
	2.85
	2.16
	2.05
	2.30

	Weak   (C)
	1.00
	1.40
	1.63
	2.00
	1.43

	Average amount of loan obtained each time by a SHG (in Rs.)

	Strong and stable (A)
	79591
	64515
	29500
	81500
	73631

	Moderately stable (B)
	70957
	108909
	22337
	95419
	73153

	Weak   (C)
	28333
	31000
	19308
	42500
	26933


2.8.1
Gap between Group Formation and Obtaining First Loan

Only 10.6 percent of SHGs were bank linked within six months of formation (Table 2.26). Another 18.7 percent SHGs were linked with bank within 6 months to one year. Notably, in case of 45.5 percent groups it took more than 2 years for the first loan. Except Himachal Pradesh, more than 50 percent of SHGs were linked with bank only after two years. In this context it is worth looking at the data on whether SBL or MFI models are more time consuming? 

Table 2.26: Distribution of SHGs by Number of Days Gap between Date of Group Formation

                    and Obtained First Loan

	Extent of gap
	% of SHGs

	
	Gujarat


	Himachal Pradesh 
	Madhya Pradesh
	Rajasthan


	Overall

(n = 198)

	Within 6 months
	6.0
	24.0
	6.3
	6.0
	10.6

	6 month - 1 year
	4.0
	32.0
	20.8
	18.0
	18.7

	1 years- 2 years
	38.0
	20.0
	20.8
	22.0
	25.3

	> 2 years
	52.0
	24.0
	52.1
	54.0
	45.5


Note: 2 SHGs from MP have not obtained any loan so far and that is why excluded from this table. 

The number of day gap between SHG formation and obtaining first loan by method of linkages are presented in Tables 2.27 and 2.28. 47.5 percent SHGs took more than 2 years to get their first loan under SBL model. Only 18.8 percent SHGs, however, took more than 2 years for obtaining the first loan under the MFI model. Overall, it is observed that SHG takes relatively less time for its first link under MFI model against SBL model. In the SBL model the groups who are linked after 2 years i.e. (84 SHGs), 36.8 percent belong to Weak category SHGs, 51.4 percent are from moderately stable category SHGs and 43.1 percent were from strong and stable SHGs. This indicates that whether it is weak, moderate or strong and stable SHGs, relatively higher percent of SHGs take more than 2 years to get link under SBL model. 

Table 2.27: Number of Days Gap between SHG Formation and Obtaining First Loan

	Extent of gap
	% of SHGs by method of linkages

	
	SBL (n=177) 
	MFI (n=16)
	SHG (n=5)
	Overall (n=198)

	Within 6 months
	7.9 (14)
	37.5 (6)
	20.0 (1) 
	10.6 (21)

	6 months - 1 year
	18.6 (33)
	25.0 (4)
	0 (0)
	18.7 (37)

	1 years - 2 years
	26.0 (46)
	18.8 (3)
	20.0 (1)
	25.3 (50)

	> 2 years
	47.5 (84)
	18.8 (3)
	60.0 (3)
	45.5 (90)


2.8.2
Group Homogeneity and Bank Linkages 

Here the group homogeneity has been defined by caste composition of members in a SHG. In other words, when all members in a group belong to the same caste/community, we treated that as a homogenous group. Contrary to this, when the group had members from different castes we defined such group as non-homogenous. Notably, within the homogenous group, SHGs having members from either OBC or general category had obtained more number of times loan than that of groups having members from only ST/SC/Minority communities (Table 2.29). However, the average number of times raised loan per SHG by non-homogenous group is relatively more compared to homogenous groups, except Madhya Pradesh.  This implies that non-homogenous groups seem to have better bargaining power in terms of accessing credit against their counterpart homogenous group. Significantly, when the percentage of members in a SHG from either ST/SC and/or minority community decreases, the average number of times raised loan per SHG increases. A similar phenomenon has been observed in case of amount of loan obtained, which is presented in Table 2.30.     

Table 2.28: Method of Linkage and Nature of Stability-wise Number of Days Gap between SHG

                     Formation and Obtaining First Loan

	
	Week SHGs
	Moderately stable SHGs
	Strong and Stable SHGs
	Overall

	SBL Model

	<= 6 months
	15.8 (3)
	5.6 (6)
	9.8 (5)
	7.9 (14)

	6 months - 1 year
	26.3 (5)
	18.7 (20)
	15.7 (8)
	18.6 (33)

	1 year - 2 years
	21.1 (4)
	24.3 (26)
	31.4 (16)
	26.0 (46)

	> 2 years
	36.8 (7)
	51.4 (55)
	43.1 (22)
	47.5 (84)

	Total
	100 (19)
	100 (107)
	100 (51)
	100 (177)

	MFI Model

	<= 6 months
	0 (0)
	42.9 (6)
	0 (0)
	37.5 (6)

	6 months - 1 year
	0 (0)
	21.4 (3)
	100 (1)
	25.0 (4)

	1 year - 2 years
	100 (1)
	14.3 (2)
	0 (0)
	18.8 (3)

	> 2 years
	0 (0)
	21.4 (3)
	0 (0)
	18.8 (3)

	Total
	100 (1)
	100 (14)
	100 (1)
	100 (16)

	SHC Model

	<= 6 months
	0 (0)
	33.3 (1)
	0 (0)
	20.0 (1)

	1 year - 2 years
	100 (1)
	0 (0)
	0 (0)
	20.0 (1)

	> 2 years
	0 (0)
	66.7 (2)
	100 (1)
	60.0 (3)

	Total
	100 (1)
	100 (3)
	100 (1)
	100 (5)


Note: () are number of SHGs.

Table 2.29: Number of Times Raised Loan per SHG with respect to their Caste Composition 

                     since beginning of the Group  

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Homogenous groups

	Only ST/SC/Minority
	1.31
	2.33
	2.15
	1.33
	1.70

	Only OBC/General 
	2.08
	2.47
	1.80
	2.17
	2.19

	Total
	1.82
	2.45
	2.10
	1.50
	1.92

	Non-homogenous groups

	>50% members are from either ST/SC and/or minority community 
	2.00
	2.60
	2.18
	1.75
	2.18

	25-50% are from either ST/SC and/or minority community
	1.00
	2.67
	1.50
	2.29
	2.19

	≤25% are from either ST/SC and/or minority community
	3.00
	3.00
	1.17
	2.56
	2.61

	Total
	2.33
	2.83
	1.79
	2.30
	2.38


Table 2.30: Average amount of loan obtained each time by a SHG (in Rs.) with respect 

                     to their Caste Composition
	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Homogenous groups

	Only ST/SC/Minority
	34824
	50714
	18146
	66969
	36662

	Only OBC/General 
	78212
	69095
	56389
	111615
	76961

	Total
	67522
	66469
	23441
	79867
	57165

	Non-homogenous groups

	>50% members are from either ST/SC or minority community 
	25000
	66385
	17333
	64429
	38125

	25-50% are from either ST/SC or minority community
	35000
	57017
	12000
	112188
	71835

	≤25% are from either ST/SC or minority community
	93000
	147813
	32143
	87787
	114061

	Total
	77071
	109722
	19912
	92717
	85111


Importantly, the average amount of loan obtained each time by a SHG for homogenous group was Rs.57165, whereas the same was Rs.85111 for non-homogenous group. Within the homogenous group, the SHGs having members from only OBC and/or general category received more amount of loan compared to SHGs having members from only ST/SC and/or minority communities. Significantly, as the percentage of members from either SC/ST and/or minority community decreases, the amount of loan obtained each time by a SHG increases. Based on the above findings, it is possible to infer that marginalised communities are discriminated more under the microfinance programme.   

2.8.3
Disbursement Pattern of Bank Loan by SHGs

Based on the practice of interest rate on lending to member borrowers, entire SHGs can be divided into two groups. One group of SHGs practices the same rate of interest on lending to their member borrowers irrespective of the loanable funds generated through internal or external sources. Another group of SHGs practices two different interest rates for lending to member borrowers. In such cases, normally SHGs charge interest rate either equivalent to bank rate or more than that if the loanable fund is generated through external sources like bank or MFI. On the other hand, these groups charge more interest on internal borrowing. Against this backdrop, it makes sense to see the disbursement pattern of bank loan by SHGs across states. 

Table 2.31 reveals that even if the SHG charges low rate of interest to their members on external borrowing, only in 18 percent cases the loan was distributed equally among all members. In 72.7 percent cases, bank loans are distributed among all/few members as per their requirement. This suggests that SHGs give priority to the requirement of the needy borrowers. Nevertheless, this rises two important issues such as (i) for the loans where the rate of interest is less, position holder (past or present) may be taking more number of time loans compared to ordinary members (members not holding any position at group or cluster or federation level); and (ii) even when the rate of interest is the same, the former group members (position holders) is likely to accessing credit more than that of ordinary members. The same has been presented in Table 2.32 and Figure 2.7. Based on the data given in Table 2.32 and Figure 2.7 the related findings can be listed as below.

(i) Average number of times loan obtained by a position holder has been higher compared to ordinary members.   

(ii) When the rate of interest is less for external borrowing, on an average position holders are taking more number of times loan compared to ordinary members.

(iii)  This suggests that position holders take more benefit compared to ordinary members when the rate of interest is less.    

Table 2.31: Disbursement Pattern of Bank Loan by SHGs

	Disbursement pattern of bank loan 
	Number of times (in %)

	
	Gujarat
	Himachal

 Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Distributed equally among members as loan
	-
	41

(30.6)
	20

(20.2)
	15

(16.5)
	76

(18.0)

	Distributed among all/few members as per their requirement as loan
	82

(84.5)
	92

(68.7)
	78

(78.8)
	54

(59.3)
	306

(72.7)

	Added with group funds for internal lending
	-
	-
	1

(1.0)
	22

(24.2)
	23

(5.5)

	Lending to non-SHG members
	-
	1

(0.7)
	-
	-
	1

(0.2)

	Used by the SHPI
	15

(15.5)
	-
	-
	-
	15

(3.6)

	Total number of times loan obtained
	97
	134
	99
	91
	421


Table 2.32: Financial Links of SHG Members since 2006-07

	Type of members
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Average number of times raised credit since 2006-07

	Ordinary members
	2.2 (170)
	2.1 (165)
	3.5  (165)
	3.7  (175)
	2.9 (325)

	Position holders
	2.8   (80)
	2.1   (85)
	4.0    (85)
	3.5    (75)
	3.1 (675)

	All
	2.4
	2.1
	3.7
	3.6
	3.0


Note: Figures in parentheses denote number of sample SHG members.

Figure 2.7: Access to Credit by Status of Members
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Most of the groups take decision on who is to be given loan at the group meetings. In case, the loanable fund available for internal lending is less than that of requirement, they select the borrower on the basis of either intensity of need or equally divide among the applicant. 

Importantly, most of the groups do not keep cash in hand. For any emergency requirement, they withdraw from bank and give the money to the applicant. When it is not possible to withdraw money from the bank they normally pull the money from among the members and clear the same by withdrawing money on the next banking day. 

The repayment pattern of loan varies across groups and regions. However, most of the groups follow either 5 or 10 equal installments at reducing rate of interest for the repayment of the loan. Few SHGs have even fixed the repayment period. In such cases, the member borrowers can repay the loan with one or two installments within the stipulated time period. This kind of repayment pattern was mainly observed in the region where households primarily depending on agriculture or work as agricultural labor. The interest rate on internal lending varies between 1 to 2 per cent per month and the group asks the member borrower to repay within a maximum period of ten months. 

2.9
Conclusions

The concluding sections has been divided into three broad groups including functioning of the SHGs, saving behaviour, & bank linkage and internal lending. Some of the salient findings that emerge from the analysis are :

1. Microfinance has evolved as an accepted institutional framework to provide financial services to the poor in the developing countries and Self Help Groups (SHGs) are considered as the vehicle for advancement of micro-credit to them. But microfinance through SHGs is a "credit-plus approach", i.e., it not only provides small, timely and easy loan to the poor without any collateral but also inculcates saving behaviour amongst them. 

2. The functioning the group and its stability has been assed through a set a variables like kind of rules and regulation for running the group, practice of update rules, regularity in meeting, attendance in meeting, selection of group leaders, practice of rotating leadership, regularity of savings, revision of mandatory savings, fixation of rate of interest, decision on who is to be given loan, keeping emergency funds, record/book keeping and level of maintenance of records. 
3. Of total sample SHGs, 59 percent groups are having members from single community and remaining 41 percent are having members from more than one caste. A mixed caste structure in the SHG was prominent in Himachal Pradesh (60% groups) followed by Rajasthan, Madhya Pradesh and Gujarat. In other words, except Himachal Pradesh, relatively higher percent of SHGs in other states are having members from the same caste. 
4. Similarly, a combination of poor and non-poor members was quite common among groups across the states. Apparently, only 33 percent SHGs are having more than 50 percent BPL category members. 18 percent SHGs does not have even members from BPL category. It gives a general impression that microfinance program is shifting its focus from poor to non-poor. 
5. It is observed that more than 90 percent of the groups nominate their leader. Very few groups follow rotating leadership. Where SHPIs have withdrawn their support, either the group representative or a literate member maintain saving register, account in the bank and loan registers. Apparently, for groups where SHPI is constantly monitoring, the level of maintenance of these records was found regular, accurate and update compared to other groups. 
6. Out of total sample SHGs, in 49.5 percent groups it is the group representative maintains saving register, loan register, bank accounts and individual passbook. In Himachal Pradesh, this figure is the highest (96%), followed by Gujarat (68%), Madhya Pradesh (30%) and Rajasthan (4%). 
7. The maintenance of book of accounts and individual passbook is regular, accurate & updates to a significant extent when these records are being managed by the outsider (including representative of SHPI/NGO/Government agency, any person employed by the SHG and Member/Leader’s relative) compared to insider including group representative and a literate member. 
8. Based on the 13 indicators, of the 200 SHGs, 27 percent of the groups are found to be strong and stable. A majority of the groups (62.5%) are found to be moderately stable. 10.5 percent groups are found to be poor. 
9. In most of the groups though a combination of poor and non-poor members were there, the amount of compulsory saving was the same for all members. In fact, there was no provision to save more simply because of unequal savings capacity. Depending on the savings capacity, the amount of monthly contribution is generally decided by the group members themselves. The saving amount varies between Rs.25 to Rs.100 per month. It was observed that more than 75 percent of members contribute regularly savings in case of 77.5 percent SHGs and in most of the cases they deposit in the group meeting. Evidently, 56.5 percent SHGs have revised cumpolsory saving per member since their formation. The average  amount of loanable funds (savings plus interest and other income) per SHG varies between Rs.8209 and Rs.48593 across the states.  Similarly, the average saving as percent to average loanable funds varies between 62.04 percent and 88.97 percent across the sample states. Other things remaining the same, the ratio between savings and interest and other income is highest in Rajasthan, while the same is lowest in Madhya Pradesh. It implies that SHGs from the former states, on an average generate more amounts of loanable funds through interest and other sources of income compared to other sample states.
10. Lending to the poor is considered to be costly and risky because of their low savings propensities and inability to provide collateral. SHGs, however, can target the poor better since the joint liability compels them to be small and homogeneous, so that members have incentives to participate in selection, monitoring and ensuring the repayment of loans. Having all these characteristics, it is observed that repeat loan to a SHG is hardly seen. Even, most of the well functioning groups have not obtained loan for more than once. 
11. The average number of times raised loan from Bank/MFI per SHG since starting the group stands at 2.11. SHGs from Himachal Pradesh have obtained relatively higher number of times loan from Bank/MFI against SHGs from other states. This figure is lowest in case of Rajasthan.
12. The average amount of loan obtained each time by a SHG stands at Rs.69976. This figure was the lowest in Madhya Pradesh (Rs.22229). 
13. Evidently, on an average, the amount of loan obtained each time by a SHG mover in opposite direction with respect to its extent of stability. For instance, the average amount of loan obtained each time by A (strong and stable) category groups was the highest (Rs.73631) followed by B (Moderately stable) category groups (Rs.73153) and C (Week) category groups (Rs.26933). 
14. However, the average times of raised loan by A, B and C category groups stand at 1.91, 2.30 and 1.43 times respectively. It is likely more percent of A category groups may not be asking for loan to banks as they have enough funds (saving+ interest income). Because of this, the average number of times loan raised is less in A category groups compared to B category groups. But, for C category group bankers may be rationing loan. Thus, for A category group we can say that there is demand constraint (less demand for loan) and for C category SHGs there is supply constraints (even if they ask for loan). 
15. Only in few cases, where either the group representative is having some connection with bankers or through the SHPI, the group has obtained loan more than one once. However, most of the groups have tried for second loan but have been denied by the bankers by saying no such scheme to extend credit to SHG at present except through SGSY scheme. 
16. Few well functioning SHGs from Rajasthan, Himachal Pradesh and Madhya Pradesh even reported that in spite of visiting banks for several times with detailed loan documents and other records, their cases are still pending. Because of this, all most all the SHGs have started generating greater amount of loanable funds through regular contribution. Out of 200 SHGs, around 20 percent of them are of the view that they can manage to meet their consumption and short-term credit (to purchase seeds, fertilizer and other farm requirements) needs through internal loan. Around 5 percent SHGs are even reported that they need no more external funds to meet their loan requirements. 
17. It is also observed that around 75 percent SHGs are in a position to provide a loan of amount Rs.2000 to its member at any point of time from internal funds. 
18. As most of the SHGs are not obtaining loan from the bank any more, and since the amount of loan from internal funds was small, it did not provide the opportunity to undertake an activity, which would bring the household out of poverty. 
19. Three major patterns have been observed in inter loaning system. First, disbursing of loan as and when demand made by the member borrower. In such pattern, the group maintains the credit limit depending upon the availability funds and likely demand of loans by other members. Second, disbursing of loan on circular basis. Here, the group normally fix the loan amount and disburse to member one after another still the circle is over and they decide the loanee by consensus. Third, disbursing equal amount of loan to all members. Here, the group first decide the loan amount depending on the availability of funds and distribute to its members equally. It is observed that because of internal loaning system, the SHG members as well as their household depending on informal credit market has reduced significantly. 
20. Marginalized communities are discriminated more under the microfinance programme.   
Chapter 3

SHG Members: Changing Socio-economic Profile

This chapter looks at member households and important issues lined to participation in SHG movement. It looks at the type of persons involved in SHGs, their socio-economic status and many other related indicators
.

3.1
Demographic Features


3.1.1
Caste and Religion

Of the all the members, 36 percent are scheduled tribe and this proportion varies between a low of 2.0 percent in Himachal Pradesh and a high of 59 percent in Madhya Pradesh (Table 3.1). Next important category is OBC- 28 percent. About 34 percent each are in Gujarat and Rajasthan. There are 26 percent general category members and maximum are from Himachal Pradesh (53%). It appears that poorest of poor are left out- scheduled caste from micro-finance movement as is evident from the sample households. As regards the religion, majority of members come from Hindu religion and very few from Muslim religion. This is more to do with composition of population in the selected villages.

Table 3.1: Caste and Religion of Member Households

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%


Caste

	SC
	2
	0.8
	44
	17.6
	27
	10.8
	22
	8.8
	95
	9.5

	ST
	75
	30.0
	5
	2.0
	147
	58.8
	129
	51.6
	356
	35.6

	OBC
	85
	34.0
	65
	26.0
	46
	18.4
	86
	34.4
	282
	28.2

	General
	88
	35.2
	132
	52.8
	25
	10.0
	13
	5.2
	258
	25.8

	Minorities
	0
	0.0
	4
	1.6
	5
	2.0
	0
	0.0
	9
	0.9

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


Religion

	Hindu
	250
	100.0
	246
	98.4
	236
	94.4
	247
	98.8
	979
	97.9

	Muslim
	0
	0.0
	4
	1.6
	14
	5.6
	3
	1.2
	21
	2.1

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


3.1.2
Marital Status
Majority of members are married across states. Widows are too there- 8.2 percent and 9.2 percent each is from Himachal Pradesh and Madhya Pradesh (Table 3.2). There are very few unmarried, divorced and separated category members.

Table 3.2: Marital Status of the Members





	 Marital status       
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Unmarried
	0
	0.0
	0
	0.0
	0
	0.0
	1
	0.4
	1
	0.1

	Married
	228
	91.2
	227
	90.8
	224
	89.6
	234
	93.6
	913
	91.3

	Widowed
	21
	8.4
	23
	9.2
	23
	9.2
	15
	6.0
	82
	8.2

	Divorced
	1
	0.4
	0
	0.0
	0
	0.0
	0
	0.0
	1
	0.1

	Separated
	0
	0.0
	0
	0.0
	3
	1.2
	0
	0.0
	3
	0.3

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


3.1.3    Age of the Members and Family Size

The average age of members in the sample is 39.7 years (Table 3.3). this figure was the lowest in Gujarat (38.5 years) while it was the highest in Himachal Pradesh (41.9 years). The family size varies between a low of 4.9 in Gujarat and a high of 5.5 persons in Madhya Pradesh. The sample average family size is 5.2.

Table 3.3: Age of Members and Family Size

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	Age (years)
	38.5
	250
	41.9
	250
	38.9
	250
	39.4
	250
	39.7
	1000

	Ave. family size
	4.9
	250
	5
	250
	5.5
	250
	5.4
	250
	5.2
	1000


3.2
Economic Status of Households

It is surprising that majority of sampled members come from APL households (59.3%) and this proportion varies between 42.5 percent in Madhya Pradesh and 86 percent in Himachal Pradesh. BPL households constitute around 33 percent and 51.2 percent are in Madhya Pradesh and just 9.2 percent in Himachal Pradesh (Table 3.4). Antodya households’ proportion ranges between 4.8 percent in Himachal Pradesh and 10 percent in Rajasthan.

Table 3.4: Economic Status of the Member’s Household





	Economic status       
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	AAY
	23
	9.2
	12
	4.8
	16
	6.4
	25
	10.0
	76
	7.6

	BPL
	113
	45.2
	23
	9.2
	128
	51.2
	67
	26.8
	331
	33.1

	APL
	114
	45.6
	215
	86.0
	106
	42.4
	158
	63.2
	593
	59.3

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


Note: APL- above poverty line, BPL- below poverty line, AAY- Antodya households.

Members were asked to assess the economic status of their households (Table 3.5). It is revealed that 59.4 percent members presently put their households as non-poor and in Himachal Pradesh this proportion is 86 percent compared to 45.6 percent in Madhya Pradesh. There are 23.4 percent households, which are poor and maximum proportion is in Madhya Pradesh and the lowest percentage in Himachal Pradesh. There are 13.3 percent households that are borderline cases. 19.2 percent households in Gujarat are border- line and just 7.2 percent in Himachal Pradesh are border- line. Very poor households are the maximum in Gujarat (6.8%) and none in Himachal Pradesh. It also shows that very poor are not really part of SHG movement.

Table 3.5: Own Assessment by Households of Economic Status

	Own Assessment
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Very poor
	17
	6.8
	0
	0.0
	14
	5.6
	9
	3.6
	40
	4.0

	Poor
	58
	23.2
	17
	6.8
	93
	37.2
	66
	26.4
	234
	23.4

	Border line
	48
	19.2
	18
	7.2
	29
	11.6
	38
	15.2
	133
	13.3

	Non-poor
	127
	50.8
	215
	86.0
	114
	45.6
	137
	54.8
	593
	59.4

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


3.3
Educational Levels

What is the educational level of SHG members? It is found that one-quarter of them are illiterate with 27.5 percent being just literate (can write name). Another 18.1 percent are either primary pass or below primary educated and 10.4 percent are either 10th pass or below while12.9 percent are either 8th pass or less (Table 3.6). In Gujarat, 29.6 percent members are illiterate compared to 35.60 percent in Rajasthan, 9.2 percent in Himachal Pradesh and 27.8 percent in Madhya Pradesh. A high percent (48%) are just literate in Rajasthan and this means that 83.6 percent have no formal education. This proportion is 70.4 percent in Madhya Pradesh and 21.2 percent in Himachal Pradesh and 36.8 percent in Gujarat. It shows that except for Himachal Pradesh, majority of members have low educational levels across states.

3.4
Occupation

The survey inquired on primary
 and secondary occupations the members were involved in. Primary occupation is one wherein the member is engaged for 8 hours a day minimum while secondary occupation is one wherein member is engaged for less than 8 hours. Table 3.7 shows that the most members (66%) in Gujarat are engaged in animal husbandry. The second most important occupation is agriculture wage labour reported by 9.6 percent members followed by service (9.2%), household work (6.4%) and farming (6.0%). In Himachal Pradesh, animal husbandry is reported as primary occupation by 56.8 percent members followed by household work (11.6%), farming (8.8%), and service (6.0%) while in Madhya Pradesh 22 percent members reported agriculture wage labour as primary occupation followed by animal husbandry (21.6%), farming (13.2%) and household chores (13.2%). In Rajasthan, NREGA and animal husbandry are two activities reported by 36.4 percent members as primary activity followed by farming (9.6%) and other wage employment (5.2%). 

Table 3.6: Educational Achievement of Members

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Educational
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Illiterate
	74
	29.6
	23
	9.2
	69
	27.6
	89
	35.6
	255
	25.5

	Literate
	18
	7.2
	30
	12.0
	107
	42.8
	120
	48.0
	275
	27.5

	Below Primary        
	56
	22.4
	65
	26.0
	34
	13.6
	26
	10.4
	181
	18.1

	Up to Middle          
	44
	17.6
	45
	18.0
	28
	11.2
	12
	4.8
	129
	12.9

	Below Matric          
	36
	14.4
	59
	23.6
	6
	2.4
	3
	1.2
	104
	10.4

	Secondary
	14
	5.6
	20
	8.0
	6
	2.4
	0
	0.0
	40
	4

	Graduate
	8
	3.2
	7
	2.8
	0
	0
	0
	0.0
	15
	1.5

	M.A.
	0
	0
	1
	0.4
	0
	0
	0
	0
	1
	0.1

	Total
	250
	100
	250
	100
	250
	100
	250
	100
	1000
	100


Table 3.7: Primary Occupation of Members
	Occupations
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Agriculture & Allied
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Farmer
	15
	6.0
	22
	8.8
	33
	13.2
	24
	9.60
	94
	9.4

	Agricultural wage labour
	24
	9.6
	0
	0.0
	55
	22.0
	1
	0.4
	80
	8.0

	Animal husbandry
	165
	66.0
	142
	56.8
	54
	21.6
	91
	36.4
	452
	45.2

	Poultry farm
	0
	0.0
	0
	0.0
	20
	8.0
	0
	0.0
	20
	2.0

	Non-Agriculture
	
	
	
	
	
	
	
	
	
	

	Other wage labour
	2
	0.8
	0
	0.0
	9
	3.6
	13
	5.2
	24
	2.4

	Service
	23
	9.2
	15
	6.0
	20
	8.0
	5
	2.0
	63
	6.3

	Business
	2
	0.8
	10
	4.0
	8
	3.2
	7
	2.8
	27
	2.7

	NREGA
	0
	0.0
	9
	3.6
	5
	2.0
	91
	36.4
	105
	10.5

	Caste-based occupation
	0
	0.0
	0
	0.0
	5
	2.0
	3
	1.2
	8
	0.8

	Tailoring
	1
	0.4
	8
	3.2
	6
	2.4
	3
	1.2
	18
	1.8

	Commission agent
	0
	0.0
	1
	0.4
	1
	0.4
	0
	0.0
	2
	0.2

	Art and crafts
	0
	0.0
	4
	1.6
	0
	0.0
	0
	0.0
	4
	0.4

	Others
	
	
	
	
	
	
	
	
	
	

	Housewife
	16
	6.4
	29
	11.6
	33
	13.2
	12
	4.8
	90
	9.0

	Other
	0
	0.0
	1
	0.4
	0
	0.0
	0
	0.0
	1
	0.1

	Pension holder
	2
	0.8
	9
	3.6
	1
	0.4
	0
	0.0
	12
	1.2

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


As regards the secondary occupation, 61.79 percent members in Himachal Pradesh reported farming, while 28.21 percent reported it in Gujarat (Table 3.8). In Gujarat, 19.23 percent reported secondary occupation of agriculture wage labour and 27.36 percent in Madhya Pradesh did so. 44.44 percent members reported household chores as secondary occupation in Gujarat. In Rajasthan, four secondary occupations reported by members included (in descending order) farming, NREGA, animal husbandry and housewife. 

Table 3.8: Secondary Occupation of Members

	Occupations
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Agriculture & Allied
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Farmer
	66
	28.2
	131
	61.8
	35
	33.02
	89
	38.7
	321
	41.0

	Agricultural wage labour
	45
	19.2
	0
	0.0
	29
	27.4
	4
	1.7
	78
	10.0

	Animal husbandry
	8
	3.4
	13
	6.1
	8
	7.5
	45
	19.6
	74
	9.5

	Non-Agriculture
	
	
	
	
	
	
	
	
	
	

	Other wage labour
	1
	0.4
	2
	0.9
	4
	3.8
	7
	3.0
	14
	1.8

	Service
	1
	0.4
	3
	1.4
	4
	3.8
	0
	0.0
	8
	1.0

	Petty Business
	3
	1.3
	2
	0.9
	1
	0.9
	1
	0.4
	7
	0.9

	NREGA
	1
	0.4
	7
	3.3
	18
	17.0
	48
	20.9
	74
	9.5

	Caste based occupation
	0
	0.0
	0
	0.0
	0
	0.0
	1
	0.4
	1
	0.1

	Tailoring
	5
	2.1
	3
	1.4
	5
	4.7
	1
	0.4
	14
	1.8

	Commission agent
	0
	0.0
	0
	0.0
	0
	0.0
	1
	0.4
	1
	0.1

	Art and crafts
	0
	0.0
	7
	3.3
	0
	0.0
	0
	0.0
	7
	0.9

	Others
	
	
	
	
	
	
	
	
	
	

	Pension holder
	0
	0.0
	3
	1.4
	0
	0.0
	0
	0.0
	3
	0.4

	Other
	0
	0.0
	1
	0.5
	0
	0.0
	0
	0.0
	1
	0.1

	Housewife
	104
	44.4
	40
	18.9
	2
	1.9
	33
	14.3
	179
	22.9

	Total
	234
	100.0
	212
	100.0
	106
	100.0
	230
	100.0
	782
	100.0


3.4
Family Assets

3.4.1
Land Holding

Not all households have agricultural land. There are 735 households owning land (73.5%) with average holding of 1.53 acres (Table 3.9). The remaining 26.5 percent are landless households. In Gujarat the percentage of sample households owning land is 65.6 with an average holding of 1.28 acres (34.4% landless households) while 84 percent own land in Himachal Pradesh at an average of 1.39 acres (16% landless households). Only 52.4 percent sampled households in Madhya Pradesh own land at an average of 1.39 acres (47.6% landless households) and 92 percent have own land in Rajasthan with average holding of 1.91 acres (8% landless households). There are households that have mortgaged in land and some have mortgaged out land. The number is 29 who have mortgaged-in irrigated land and they are from Gujarat and Rajasthan and Madhya Pradesh while 10 households have mortgaged-in dry land and they are mainly from Rajasthan, Gujarat and Madhya Pradesh. There few households (11) who have mortgaged out irrigated land and 5 households have mortgaged out dry land. 

Table 3.9: Ownership of Land (Households No.)

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Landless
	860
	34.4
	40
	16
	119
	47.6
	20
	8
	265
	26.5

	Land owners
	164
	65.6
	210
	84
	131
	52.4
	230
	92
	735
	73.5

	Total
	250
	100
	250
	100
	250
	100
	250
	100
	1000
	100

	Ave. land owned (acres) 
	1.28
	
	1.39
	
	1.39
	
	1.91
	
	1.53
	


3.4.2
Housing

What is the type of house the members’ household resides in? Approximately, 48.8 percent live in pucca house while 33.3 percent reside in semi-pucca house and the remaining live in kutcha house (Table 3.10). In Gujarat, majority (53.2%) households live in semi-pucca house while majority (95.2%) reside in pucca houses in Himachal Pradesh, 54.8 percent in Madhya Pradesh live in semi-pucca houses and 54 percent live in pucca houses in Rajasthan. Madhya Pradesh is worst off in case of quality of housing among members and Himachal Pradesh is better off.

Table 3.10: Type of House

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Type of house
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Pucca
	75
	30.0
	238
	95.2
	50
	20.0
	135
	54.0
	498
	49.8

	Semi-pucca
	133
	53.2
	7
	2.8
	137
	54.8
	56
	22.4
	333
	33.3

	Kutcha
	42
	16.8
	5
	2.0
	63
	25.2
	59
	23.6
	169
	16.9

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


Housing status
	Own
	238
	95.2
	249
	99.6
	250
	100.0
	250
	100.0
	987
	98.7

	Rented
	1
	0.4
	1
	0.4
	0
	0.0
	0
	0.0
	2
	0.2

	Rent free
	1
	0.4
	0
	0.0
	0
	0.0
	0
	0.0
	1
	0.1

	Govt. provided
	10
	4.0
	0
	0.0
	0
	0.0
	0
	0.0
	10
	1.0

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


Electricity facility in the house
	Electrified
	248
	99.20
	250
	100.00
	231
	92.40
	212
	84.80
	941
	94.10

	Electrified with Govt. scheme
	0
	0.00
	0
	0.00
	2
	0.80
	1
	0.40
	3
	0.30

	Not- electrified
	2
	0.80
	0
	0.00
	17
	6.80
	37
	14.80
	56
	5.60

	Total
	250
	100.0
	250
	100.0
	250
	100.0
	250
	100.0
	1000
	100.0


Most own the house they live in across states and also have electricity. It is only in Rajsathan that 14.8 percent households do not have electricity in their houses. 

3.43
Other Assets

Possession of durable assets reflects on poverty level of the household. During the survey information was collated on durable assets the household possessed. 27 households possessed radio of which 9 are from Gujarat, 7 each from Madhya Pradesh and Rajasthan and 4 from Himachal Pradesh (Table 3.11). There are 329 households (32.9%) having gas stoves and highest proportion of households is in Himachal Pradesh (70.4%) while the least in Gujarat (19.2%). Interestingly, all the households do also not possess kerosene stoves; only 8.9 percent have kerosene stoves. Maximum proportion is in Gujarat. It is linked to local availability of kerosene it appears. 

Table 3.11: Durable Assets by Households

	Items
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Radio
	9
	3.6
	4
	1.6
	7
	2.8
	7
	2.8
	27
	2.7

	Stove (gas)
	  48
	19.2
	176
	70.4
	62
	24.8
	43
	17.2
	329
	32.9

	Stove (kerosene)
	30
	12.0
	17
	6.8
	16
	6.4
	26
	10.4
	89
	8.9

	No. of Fans
	
	
	
	
	
	
	
	
	
	

	1
	113
	51.8
	23
	10.5
	70
	50.0
	75
	44.9
	281
	37.8

	2
	85
	39.0
	94
	42.9
	56
	40.0
	56
	33.5
	291
	39.1

	3
	18
	8.3
	48
	21.9
	12
	8.6
	22
	13.2
	100
	13.4

	4+
	2
	0.8
	54
	24.7
	2
	1.4
	14
	8.4
	72
	9.7

	Total
	218
	100
	219
	100.0
	140
	100.0
	167
	100.0
	744
	100.0

	% of all
	87.2
	
	87.6
	
	56.0
	
	66.8
	
	74.4
	

	Cycle No
	
	
	
	
	
	
	
	
	
	

	1
	160
	95.2
	11
	100
	143
	98.6
	88
	97.8
	402
	97.1

	2
	7
	4.2
	0
	
	2
	1.4
	2
	2.2
	11
	2.7

	3
	1
	0.6
	0
	
	0
	0
	0
	0
	1
	0.2

	Total
	168
	100
	11
	
	145
	100
	90
	100
	414
	100

	% of all
	67.2
	
	4.4
	
	58.0
	
	36.0
	
	41.4
	

	Motor cycle No
	
	
	
	
	
	
	
	
	
	

	1
	65
	98.5
	57
	91.9
	39
	95.1
	65
	90.3
	226
	93.8

	2
	1
	1.5
	5
	8.1
	2
	4.9
	7
	9.7
	15
	6.2

	Total
	66
	100.0
	62
	100.0
	41
	100.0
	72
	100.0
	241
	100.0

	% of all
	26.4
	
	24.8
	
	16.4
	
	28.8
	
	24.1
	

	Scooter 
	25
	10.0
	22
	8.8
	11
	4.4
	42
	16.8
	100
	10.0


28.1 percent households have one electric fan while 29.1 percent have 2 fans and one-tenth of households have 3 fans. There is one house that possesses 9 fans. Households in Himachal Pradesh appear to be better off in terms of possession of electric fans. In Gujarat 45.2 percent households have one fan while only 9.2 percent in Himachal Pradesh do so.

41.4 percent households have cycles and 67.2 percent in Gujarat have cycles. However, very few households in Himachal Pradesh have cycles because of hilly area. There are 95.2 percent households in Gujarat having one cycle and majority in other states too have one cycle. There are very few families with more than one cycle.  There are 241 families with motorcycles and 226 have one motorcycle, though 15 have two motorcycles. It is only in Madhya Pradesh that fewer households have motorcycles compared to other states. Only 100 households have scooters and greater proportion in Rajasthan have scooters. 

Besides, 599 households possess TVs and a greater proportion of households in Himachal Pradesh possess TVs compared to other states. Very households across states have more than one TV. 81.7 percent households have mobiles when 51.7 percent have one mobile and 23.3 percent have two mobiles. More households in Gujarat possess mobiles compared to other states. Quite a few households, especially in Himachal Pradesh have more than two mobiles. 

Table 3.11 Contd.: 

	Items
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	TV No.
	
	
	
	
	
	
	
	
	
	

	1
	148
	98.0
	219
	92.4
	108
	98.2
	97
	96.0
	572
	95.5

	2
	3
	2.0
	15
	6.3
	2
	1.8
	3
	3.0
	23
	3.8

	3
	0
	0.0
	2
	0.8
	0
	0.0
	1
	1.0
	3
	0.5

	4
	0
	0.0
	1
	0.4
	0
	0.0
	0
	0.0
	1
	0.2

	Total
	151
	100.0
	237
	100.0
	110
	100.0
	101
	100.0
	599
	100.0

	% of all
	60.4
	
	94.8
	
	44
	
	40.4
	
	59.9
	10.0

	Mobile No
	
	
	
	
	
	
	
	
	
	

	1
	157
	74.1
	100
	41.2
	114
	69.5
	146
	73.7
	517
	63.3

	2
	46
	21.7
	102
	42.0
	44
	26.8
	41
	20.7
	233
	28.5

	3
	7
	3.3
	25
	10.3
	4
	2.4
	6
	3.0
	42
	5.1

	4
	2
	0.9
	14
	5.8
	2
	1.2
	4
	2.0
	22
	2.7

	5
	0
	0.0
	2
	0.8
	0
	0.0
	1
	0.5
	3
	0.4

	Total
	212
	100.0
	243
	100.0
	164
	100.0
	198
	100.0
	817
	100.0

	% of all
	84.8
	
	97.2
	
	65.6
	
	79.2
	
	81.7
	10.0

	Refrigerator No
	
	
	
	
	
	
	
	
	
	

	1
	28
	93.3
	120
	93.0
	28
	100
	21
	95.5
	197
	94.3

	2
	2
	6.7
	8
	6.2
	0
	
	1
	4.5
	11
	5.3

	3
	0
	0.0
	1
	0.8
	0
	
	0
	0.0
	1
	0.5

	Total
	30
	100.0
	129
	100.0
	28
	
	22
	100.0
	209
	100.0

	% of all
	1.2
	
	5.16
	
	1.12
	
	0.88
	
	20.9
	

	Washing Machine
	1
	0.4
	22
	8.8
	3
	1.2
	1
	0.4
	27
	2.7


19.7 percent households have fridge at home and a much higher proportion in Himachal Pradesh have fridge compared to other states. Rajasthan is worse off. There are of course households with more than one fridge. Only 2.7 percent households possess washing machine and they are mainly from Himachal Pradesh.

3.4.3.1
Animal Husbandry

Animal husbandry is a source of additional income of large number of households and thus possession of cow and buffalo is there (Table 3.12). There are 32.9 percent households with cows and 16.4 percent have one cow while 12.7 percent have two cows. Rajasthan has relatively more households with cow.

It is found that more households have buffaloes (37.7%). In Madhya Pradesh very few households have buffaloes while a greater proportion of households in Gujarat have buffaloes compared to other two states. Moreover, most households have either one or two buffaloes. Here too, Gujarat out-numbers other states. This seems to be because of Amul dairy’s spread in Gujarat. It implies market linkages are important.

Table 3.12: Animal Assets by Households

	
	Number of households

	Items
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	 Cow No.
	
	
	
	
	

	1
	29
	36
	43
	56
	164

	2
	39
	35
	29
	24
	127

	3
	10
	5
	9
	3
	27

	4+
	5
	0
	3
	3
	11

	Total
	83
	76
	84
	86
	329

	Bullock No.
	
	
	
	
	

	1
	8
	11
	21
	25
	65

	2
	7
	25
	62
	57
	151

	3
	0
	1
	1
	5
	7

	Total
	15
	37
	84
	87
	223

	Buffalo No.
	
	
	
	
	

	1
	49
	59
	12
	61
	181

	2
	64
	48
	2
	24
	138

	3
	17
	3
	2
	9
	31

	4+
	11
	2
	0
	14
	27

	Total
	141
	112
	16
	108
	377

	Poultry No
	
	
	
	
	

	1
	0
	
	6
	0
	6

	2
	2
	
	12
	0
	14

	3
	2
	
	6
	0
	8

	4
	7
	
	6
	1
	14

	5
	10
	
	3
	1
	14

	Total
	21
	
	33
	2
	56


Table 3.12: Contd.:

	Goat No.
	
	
	
	
	

	1
	1
	14
	10
	57
	82

	2
	3
	4
	12
	32
	51

	3
	1
	4
	2
	16
	23

	4
	1
	1
	1
	15
	18

	5
	1
	7
	1
	8
	17

	6
	1
	2
	0
	3
	6

	7
	1
	0
	3
	7
	11

	8
	0
	6
	16
	18
	21

	Total
	9
	35
	37
	145
	226

	Sheep No.
	
	
	
	
	

	1
	
	1
	
	0
	1

	2
	
	2
	
	1
	3

	3
	
	1
	
	1
	2

	4
	
	1
	
	6
	7

	Total
	
	5
	
	8
	13


Goat is a poor man’s animal. 22.6 percent households reportedly possessed a goat. Rajasthan households out number other states in this aspect while only 9 households have goat in Gujarat. However, the flock size is small. Most households have less than 5 goats.

Sheep is possessed largely in Rajasthan (8 households) and 5 households in Himachal Pradeshand.

Poultry is also not popular among these households; only 5.6 percent households have poultry birds and it is not a commercial venture. Even this is mainly in Himachal Pradesh.

3.5
Income Sources and Levels

Himachal Pradesh recorded the highest annual income across four states at Rs.154530 while it is the lowest in Madhya Pradesh at Rs.56980. The average income for all households is Rs.97398 (Table 3.13). In Gujarat, the major sources of income (reported by maximum number of households) include dairy (Rs.43719), agriculture (Rs.33349) and agricultural wage (Rs.10018) while in Himachal Pradesh, agriculture (Rs.11804) tops followed with dairy (Rs.27113), and income from salaried jobs (Rs.123256). In Madhya Pradesh, 137 households reported non-agricultural wage as source of income (Rs.21185). It is followed by agriculture (Rs.13476) and agricultural wage income (Rs.9752). In Rajasthan, 233 households reported income from agriculture (Rs.10546), followed by dairy (Rs.22203) and government program- NREGA (Rs.6736). This also shows that though most sources of income are common across states, there are wide inter-state variations. This is largely due to nature of local conditions. For instance, agriculture is poor in Rajasthan and so lowest income reported from this source. 

Table 3.13: Sources of Income (Annual) Rs.

	Income Sources
	Gujarat
	Himachal

Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	Agriculture & Allied
	
	
	
	
	
	
	
	
	
	

	Agricultural 
	33349
	169
	11804
	201
	13476
	134
	10546
	233
	16651
	737

	Dairy products 
	43719
	173
	27113
	162
	11734
	73
	22203
	169
	28708
	577

	Poultry products
	1500
	2
	
	
	14065
	26
	1000
	1
	12748
	29

	Horticulture
	86571
	7
	9375
	28
	23614
	7
	36750
	24
	29027
	66

	Sale of livestock animals
	8142
	12
	5286
	22
	4518
	22
	5809
	95
	5730
	151

	Agri. wage income
	10018
	118
	
	
	9752
	108
	12233
	6
	9952
	232

	Regular sale of other assets
	
	
	7200
	2
	
	
	600
	1
	5000
	3

	Land rent
	13700
	5
	35267
	6
	12300
	2
	
	
	23438
	13

	Non-agriculture
	
	
	
	
	
	
	
	
	
	

	Non-agri. wage income
	16163
	63
	24562
	34
	21185
	137
	28996
	151
	23725
	385

	Caste based occupations
	52625
	8
	35250
	12
	23743
	7
	33239
	19
	35690
	46

	Petty Business
	58126
	35
	83464
	72
	50097
	29
	54610
	41
	66303
	177

	Art and crafts
	
	
	47543
	7
	48000
	1
	33000
	4
	42733
	12

	Salaried jobs
	53110
	90
	123256
	162
	52167
	95
	65208
	51
	82987
	398

	Government Programmes
	
	
	
	
	
	
	
	
	
	

	NREGA
	850
	2
	6337
	31
	2154
	55
	6738
	166
	5650
	254

	Others
	6000
	1
	3664
	17
	
	
	4800
	2
	3894
	20

	Others Sources
	
	
	
	
	
	
	
	
	
	

	Domestic remittance 
	
	
	20000
	1
	
	
	
	
	20000
	1

	Foreign remittance 
	127500
	2
	600000
	1
	
	
	180000
	1
	258750
	4

	Pension after retirement
	65760
	5
	67692
	39
	17450
	6
	51720
	10
	59845
	60

	Other sources income 
	3033
	6
	25214
	7
	12000
	1
	24000
	3
	16394
	17

	Total Income
	96080
	250
	154530
	250
	56980
	248
	81615
	249
	97398
	997


Top Three Sources of Income by States

Gujarat
Himachal Pradesh
Madhya Pradesh

Rajasthan

Total

Dairy
Agriculture
Non-agri. wage

Agriculture

Agriculture
Agriculture
Dairy
Agriculture


Dairy


Dairy
Agriculture wage 
Salaried job
Agriculture wage

NREGA

Salaried job


Note: As per the reporting households.
Thus, across states, agriculture, dairy, agriculture and non-agriculture wage labour and salaried jobs are the major sources of income.

3.6
Reasons for Joining the SHG

Why did the members become SHG’s member? Respondents have cited a variety of reasons. The most important one is for saving and credit (36%), followed by to get loan easily at low interest rate when in need/emergency (23.55), only saving (14.8%) and influenced by SHPI/ other SHG members (9.1%) (Table 3.14). The other reasons of some importance include: to get subsidies loan/govt benefit through SHG and to come out from circle of moneylender/to repay old loans. These reasons more or less hold true across states with varying significance.

As a second option, in Gujarat two reasons are important viz., to come out from circle of moneylender/to repay old loans and to get subsided loan/govt benefit through SHG while in Himachal Pradesh to get subsided loan/govt benefit through SHG, to start IGA through SHG, to get loan in need/ emergency easily at low interest rate and for women empowerment/education (Table 3.15). In Madhya Pradesh, the second important reasons are to start IGA through SHG, for saving and credit and to get subsided loan/govt benefit through SHG while in Rajasthan the reasons cited are to get loan in need/ emergency easily at low interest rate, to come out from circle of moneylender/to repay old loans and impressed by successes of other SHGs in the village. Thus, the reasons for joining are largely similar across states and savings and credit appear to be the most important whether to repay old debts or start a business etc.

Table 3.14: Reasons of Joining SHG (No. of Members)

	First Reason
	Gujarat
	Himachal

Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	1
	47
	18.8
	47
	18.8
	29
	11.6
	25
	10.0
	148
	14.8

	2
	135
	54.0
	65
	26.0
	91
	36.4
	69
	27.6
	360
	36.0

	3
	26
	10.4
	80
	32.0
	58
	23.2
	71
	28.4
	235
	23.5

	4
	20
	8.0
	15
	6.0
	25
	10.0
	31
	12.4
	91
	9.1

	5
	0
	0.0
	0
	0.0
	0
	0.0
	2
	0.8
	2
	0.2

	6
	2
	0.8
	3
	1.2
	11
	4.4
	15
	6.0
	31
	3.1

	7
	0
	0.0
	1
	0.4
	0
	0.0
	0
	0.0
	1
	0.1

	8
	0
	0.0
	1
	0.4
	1
	0.4
	2
	0.8
	4
	0.4

	9
	2
	0.8
	6
	2.4
	5
	2.0
	8
	3.2
	21
	2.1

	10
	1
	0.4
	2
	0.8
	0
	0.0
	1
	0.4
	4
	0.4

	11
	5
	2.0
	16
	6.4
	21
	8.4
	16
	6.4
	58
	5.8

	12
	0
	0.0
	2
	0.8
	1
	0.4
	2
	0.8
	5
	0.5

	13
	7
	2.8
	7
	2.8
	2
	0.8
	6
	2.4
	22
	2.2

	14
	5
	2.0
	5
	2.0
	6
	2.4
	2
	0.8
	18
	1.8

	Total
	250
	100
	250
	100
	250
	100
	250
	100
	1000
	100


Note: 1- Only saving; 2- For Saving and Credit; 3- To get loan in need/ emergency easily at low interest rate; 4- influenced

           by SHPI/ other SHG members; 5- After an exposure tour made by SHPI, than they impressed and made a group 

          which converted in SHG; 6- To came out from circle of Money lender/to repay old loans; 7- To know about banks and

          out side knowledge; 8- By pressure of SHPI (mostly by AWW); 9- Impressed by successes of other SHGs in the village;

          10- For women empowerment/education; 11- To get subsidies loan/govt benefit through SHG; 12- Name added by 

          in-laws without any information for more saving; 13- To get bank loan through SHG without and guarantee or

          collateral; 14- To start IGA through SHG.

Table 3.15: Reasons of Joining SHG (No. of Members)

	Second Reason
	Gujarat
	Himachal

Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	1
	0
	0.0
	3
	8.6
	0
	0.0
	2
	5.1
	5
	6.0

	2
	0
	0.0
	1
	2.9
	1
	25.0
	2
	5.1
	4
	4.8

	3
	0
	0.0
	4
	11.4
	0
	0.0
	16
	41.0
	20
	24.1

	4
	0
	0.0
	2
	5.7
	0
	0.0
	0
	0.0
	2
	2.4

	5
	0
	0.0
	0
	0.0
	0
	0.0
	1
	2.6
	1
	1.2

	6
	2
	40.0
	0
	0.0
	0
	0.0
	6
	15.4
	8
	9.6

	7
	0
	0.0
	1
	2.9
	0
	0.0
	1
	2.6
	2
	2.4

	9
	0
	0.0
	1
	2.9
	0
	0.0
	5
	12.8
	6
	7.2

	10
	0
	0.0
	4
	11.4
	0
	0.0
	1
	2.6
	5
	6.0

	11
	2
	40.0
	8
	22.9
	1
	25.0
	3
	7.7
	14
	16.9

	13
	1
	20.0
	4
	11.4
	0
	0.0
	1
	2.6
	6
	7.2

	14
	0
	0.0
	7
	20.0
	2
	50.0
	1
	2.6
	10
	12.1

	Total
	5
	100
	35
	100
	4
	100
	39
	100
	83
	100


3.6.1
Membership of Other Organizations

It was enquired as to whether SHG members were members of any other organization/ or other SHG in the village (Table 3.16). It was found that 17.3 percent affirmed it and the proportion varied from 10.8 percent in Rajasthan to 27.6 percent in Gujarat.

Table 3.16: Do you have Membership in other SHG/organisation (No. of Members)

	Item
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Yes
	69
	27.6
	40
	16.0
	37
	14.8
	27
	10.8
	173
	17.3

	No
	181
	72.4
	210
	84.0
	213
	85.2
	223
	89.2
	827
	82.7

	Total
	250
	100
	250
	100
	250
	100
	250
	100
	1000
	100


Reasons for membership (No. reporting)

	1
	36
	22
	22
	17
	97

	2
	2
	0
	14
	1
	17

	3
	26
	15
	0
	2
	43

	4
	0
	3
	1
	4
	8

	5
	5
	0
	0
	3
	8

	Total
	69
	40
	37
	27
	173


Note: 1- For more saving; 2- To get more loan from other SHG; 3- To get govt benefit/subsidies loan; 4- To save

          forest/water management/ SHPIs target and 5-To get benefit from oldest SHG of village.

Various reasons are cited for other SHGs’ membership. They include for more saving; to get more loan from other SHG; to get government benefits/subsidies loan; to save forest/water management/SHPIs target and to get benefit from oldest SHG of village. The most important reason cited is more savings followed by to get government benefits/subsidies loan and to save forest/water management/SHPIs target. 

3.6.2
Attendance in SHG meetings 
90 percent members reported regular meetings of groups, though the lowest proportion is from Madhya Pradesh (81%) (Table 3.17). A higher percentage of members from Madhya Pradesh and Rajasthan reported meetings happening occasionally.

Table 3.17: Attendance in SHG Meetings (No. of Members)
	Item
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Never
	4
	1.6
	0
	0
	5
	2
	0
	0
	9
	0.9

	Occasionally
	8
	3.2
	13
	5.2
	43
	17.2
	28
	11.2
	92
	9.2

	Regular
	238
	95.2
	237
	94.8
	202
	80.8
	222
	88.8
	899
	89.9

	Total
	250
	100
	250
	100
	250
	100
	250
	100
	1000
	100


What are the causes of poor attendance in-group meetings? Only 101 members cited some reasons and the major reason appears to be engaged in wage labour and opportunity cost is high of attending the meetings and most members are from Madhya Pradesh (Table 3.18). Poor health is another reason cited by 20 households and most is from Rajasthan. Most members live out of the village is another reasons cited by 22 members and this reasons is more from Himachal Pradesh. Thus, reasons appear to be valid and vary across states.

Table 3.18: Causes of poor attendance (No. reporting members)
	Reasons
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	1
	1
	1
	4
	18
	20

	2
	4
	
	33
	1
	38

	3
	7
	
	6
	2
	15

	4
	
	
	
	1
	1

	5
	
	1
	
	
	1

	6
	
	11
	5
	6
	22

	Total
	12
	13
	48
	28
	101


Note: 1- Due to health (Delivery/illness); 2- Engaged in wage labour; 3- Engaged in household activities/

          relation/social work; 4- Defaulter of some loanee members; 5- Irregular saving by group members;

          6- Misunderstanding (no homogeneous) of group members.

3.7
Saving contribution to the group 
Savings contribution to group varies from a low of Rs.10 to Rs.200. Most members contribute Rs.50 or Rs.100 (Table 3.19). In Gujarat, the contribution is Rs.30 (28%) and Rs.50 (50%). In Himachal Pradesh, Rs.50 (34%), Rs.50 (20%) and Rs.10 (18%) is the contribution scale. In Madhya Pradesh, 40 percent members contributed Rs.10, Rs.100 by 28 percent and Rs.50 by 20.8 percent. In Rajasthan, contribution is Rs.50 by 42 percent members and Rs.30 by 44 percent members, though 12 percent contribute Rs.20 also. These are weekly contributions.

Table 3.19: Savings Contribution to Group (No. of Members)
	Savings
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	10
	5
	2.0
	45
	18.0
	110
	44.0
	0
	0.0
	160
	16.0

	15
	5
	2.0
	0
	0.0
	0
	0.0
	0
	0.0
	5
	0.5

	20
	20
	8.0
	35
	14.0
	0
	0.0
	30
	12.0
	85
	8.5

	25
	0
	0.0
	25
	10.0
	18
	7.2
	0
	0.0
	43
	4.3

	30
	70
	28.0
	0
	0.0
	0
	0.0
	0
	0.0
	70
	7.0

	50
	125
	50.0
	85
	34.0
	52
	20.8
	110
	44.0
	372
	37.2

	100
	25
	10.0
	50
	20.0
	70
	28.0
	105
	42.0
	250
	25.0

	200
	0
	0.0
	10
	4.0
	0
	0.0
	5
	2.0
	15
	1.5

	Total
	250
	100
	250
	100
	250
	100
	250
	100
	1000
	100


3.7.1
Characterisation of savings 
88 percent members characterize their savings as regular and this percentage varies between 67.2 percent in Madhya Pradesh and 98 percent in Gujarat (table 3.19). Another 11.6 percent rate savings as occasional and 31.6 percent said so in Himachal Pradesh and only 2 percent in Gujarat. 

Table 3.20: Savings Rating (No. of Members)
	Savings
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Rarely
	0
	0
	0
	0
	3
	1.2
	0
	0
	3
	0.3

	Occasionally
	5
	2
	10
	4
	79
	31.6
	22
	8.8
	116
	11.6

	Regular
	245
	98
	240
	96
	168
	67.2
	228
	91.2
	881
	88.1

	Total
	250
	100
	250
	100
	250
	100
	250
	100
	1000
	100


What are the causes of poor savings habit? Major reason cited is poor income and majority from Madhya Pradesh cited it (Table 3.21). Irregular saving by other members follows it and all reporting members are from Madhya Pradesh and Rajasthan. Weekly saving burden is another reason cited and it is only in Madhya Pradesh.
Table 3.21: Causes of Poor Savings (No. reporting)

	Reasons
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	1
	5
	
	51
	6
	62

	2
	
	10
	21
	16
	47

	3
	
	
	10
	
	10

	Total
	5
	10
	82
	22
	119


Note: 1- Due to poor income condition; 2- Due to irregular saving by other members and 3-Due to weekly

          saving instalments. 

Do you contribute more than scheduled compulsory savings? Only 4 percent affirmed it and most are from Madhya Pradesh (38) and 2 from Rajasthan (Table 3.22). Why do save more? Major reasons cited are due to late joining (16 members), for more saving (20 members) and withdrawal of previous savings (4 members). 

Table 3.22: More than scheduled compulsory savings (No. reporting)
	Reasons
	Madhya Pradesh
	Rajasthan
	Total

	1
	15
	1
	16

	2
	20
	
	20

	3
	3
	1
	4

	Total
	38
	2
	40


Note: 1- Due to late joining; 2- For more saving and 3- Withdrawal of previous saving. 

3.8
Sources of Loans

Micro finance is to be used for filling the gap in loan requirement and replace moneylenders and other informal sources that charge collaterals. It is also to promote financial inclusion.  71 percent members have availed internal loaning from SHGs and this proportion is highest in Madhya Pradesh and the least in Gujarat (63.8%) (Table 3.23). Another 24 percent obtained loan from bank/cooperative bank with which the group is linked. Across states, 30.3 percent in Gujarat obtained loan from bank/ cooperative bank with which the group is linked while at the other end is Himachal Pradesh where only 15.2 percent did so. Therefore, NGO/MFI has played a significant role in Himachal Pradesh (15.2%) compared to none obtaining loan from MFI/ NGO in Madhya Pradesh and Rajasthan. Federation has loaned to 2.33 percent in Madhya Pradesh. Thus, it appears that internal loaning is important source besides banks.

Table 3.23: Sources of Loan (No. of Members)
	Source of loan 
	Gujarat
	Himachal

Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	Internal loan
	139
	63.7
	133
	69.6
	170
	79.1
	168
	70.6
	610
	70.8

	Bank loan/Co-op. bank
	66
	30.3
	29
	15.2
	40
	18.6
	70
	29.4
	205
	23.8

	MFI/NGO
	13
	6.0
	29
	15.2
	
	
	
	
	42
	4.9

	Federation/Co-op. society
	
	
	
	
	5
	2.33
	
	
	5
	0.6

	Total
	218
	100
	191
	100
	215
	100
	238
	100
	862
	100


3.8.1
    Interest rates

What are the interest rates? The interest rates vary between zero and 30 percent (table 3.24). However, majority of members have obtained loan at 24 percent followed by 12 percent and 18 percent. Across states, in Gujarat and Himachal Pradesh, 24 percent and 12 percent are the two interest bands for most members while in Madhya Pradesh it is 24 percent mainly. In Rajasthan, 18 percent, 24 percent and 12 percent are the three interest bands of loans.  

Table 3.24: Interest rates (No. reporting)

	RI%
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	0
	0
	0
	6
	0
	6

	8
	5
	0
	5
	0
	10

	9
	2
	2
	0
	0
	4

	10
	0
	0
	3
	0
	3

	11
	19
	0
	0
	0
	19

	12
	46
	77
	3
	74
	200

	12.05
	0
	27
	0
	0
	27

	12.5
	4
	0
	0
	0
	4

	13
	0
	0
	10
	0
	10

	15
	7
	0
	0
	0
	7

	18
	5
	17
	3
	88
	113

	24
	130
	68
	180
	76
	454

	30
	0
	0
	5
	0
	5

	Total
	218
	191
	215
	238
	862


3.8.2
Purpose of loan 
Invariably poor require loan for domestic un-productive purposes, to repay old debts and also for micro- enterprises. 857 members cited various purposes. The main ones are: consumption (26.72%) followed by farm activities (14.59%), medical exigencies (11.32%), house repair (10.74%) and income generating activity (IGA- 9.92%) (Table 3.25). In Gujarat, the top five purposes cited include consumption (19.27%), medical exigencies (19.27%), farm activities (14.68%), house repair (10.55%) and others (9.17%). In Himachal Pradesh, top five purposes are consumption (37.97%), IGA (23.53%), house repair (12.3%), medical exigencies (5.88%) and education (5.35%). In Madhya Pradesh, top five purposes include consumption (28.5%), farm activities (15.42%), medical exigencies (11.68%), house repair (9.81%) and IGA (8.88%). In Rajasthan, consumption (23.11%), farm activities (21.85%), repayment of old debts (10.5%), medical exigencies (7.98%) and house repair (10.5%) are the top five purposes cited by members. Thus, consumption, acquiring assets other than land, marriage, house repair/ construction and education are the main purposes of taking loans.

Table 3.25: Purpose of loan (No. of Members)

	
	Purpose of loan                                  
	Gujarat
	Himachal 

Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	
	
	N
	%
	N
	%
	N
	%
	N
	%
	N
	%

	1
	Consumption
	42
	19.3
	71
	38.0
	61
	28.5
	55
	23.1
	229
	26.7

	2
	Farm activities
	8
	14.7
	8
	4.3
	17
	15.4
	6
	21.9
	39
	14.6

	3
	Medical exigencies
	8
	19.3
	2
	5.9
	6
	11.7
	25
	8.0
	41
	11.3

	4
	House repair/ construction
	23
	10.6
	23
	12.3
	21
	9.8
	25
	10.5
	92
	10.7

	5
	IGA
	4
	4.6
	3
	23.5
	5
	8.9
	4
	5.0
	16
	9.9

	6
	Marriage
	42
	3.7
	11
	4.3
	25
	7.9
	19
	2.5
	97
	4.6

	7
	Repayment of old debts
	2
	3.7
	0
	1.1
	1
	2.8
	0
	10.5
	3
	4.8

	8
	Other social function
	4
	1.8
	5
	1.6
	6
	2.3
	6
	1.7
	21
	1.9

	9
	Purchase of land
	8
	0.9
	10
	0.0
	16
	0.5
	6
	0.0
	40
	0.4

	10
	Acquiring assets other than land
	32
	1.8
	8
	2.7
	33
	2.8
	52
	2.5
	125
	2.5

	11
	Education
	10
	3.7
	44
	5.4
	19
	7.5
	12
	2.5
	85
	4.7

	12
	Re-lending
	2
	0.9
	2
	1.1
	0
	0.0
	3
	1.3
	7
	0.8

	13
	Others
	20
	9.2
	0
	0
	4
	1.9
	16
	6.7
	40
	4.7

	14
	Items 1 + 5
	13
	6.0
	0
	0
	0
	0
	8
	3.4
	21
	2.5

	15
	Items 1 +6
	0
	0
	0
	0
	0
	0
	1
	0.4
	1
	0.1

	
	Total
	218
	100
	187
	100
	214
	100
	238
	100
	857
	100


Five Main Purposes of Loans

	
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	1
	Consumption
	Consumption
	Consumption
	Consumption
	Consumption

	2
	Marriage
	Education
	Acquiring assets other than land
	Acquiring assets other than land
	Acquiring assets other than land

	3
	Acquiring assets other than land
	House repair/ construction
	Marriage
	Medical exigencies/ 
	Marriage

	4
	House repair/ construction
	Marriage
	House repair/ construction
	House repair/ construction
	House repair/ construction

	5
	Others
	Purchase of land
	Education
	Marriage
	Education


3.8.3
Repayment

As income levels are low the poor households use a variety of sources to repay loans. Most members have repaid loans from income generated from activities of the households other than IGA (Table 3.26). The second most important source is income from IGA. This is true across states.

Table 3.26: Repayment (No. of reporting members)
	
	
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	1
	From the IGA
	20
	37
	15
	13
	85

	2
	Other household activities
	184
	138
	192
	199
	713

	3
	Sale of assets
	0
	0
	0
	1
	1

	4
	Any other, specify
	2
	1
	0
	2
	5

	5
	 (1+2)
	0
	0
	0
	4
	4

	
	Total
	206
	176
	207
	219
	808


3.9
      Forms of Savings

It was solicited from members as to what are the types of savings options being exercised by them or their households. Table 3.27 show that saving contribution to group by all and this saving is Rs.46 in Gujarat, Rs.52 in Himachal Pradesh, Rs.45 in Madhya Pradesh and Rs.70 in Rajasthan (also seen table 3.28). The other option is current account- RD reported by 66 members and they are mostly from Himachal Pradesh (30). The maximum amount reported is Rs.9260 in Rajasthan (10 households)
. The fourth savings option is fixed deposit. 25 households with average amount of Rs.15122 report it. In Madhya Pradesh the average amount is Rs.28750 (4 members) and Rs.9436 (7 members) in Gujarat. Only 3 members have taken loan against fixed deposit. Savings account is of 191 members or their households (Rs.6036). In Gujarat, the average amount is Rs.6455 reported by 132 members and Rs.100 in Rajasthan (1 member). 20 members are doing voluntary deposits with average amount of Rs.3903 and they are mostly from Madhya Pradesh (16 with average amount of Rs.2234). Only 5 members have taken loan against voluntary deposit and all are from Madhya Pradesh. 

Table 3.27: Forms of saving the household of member has (Rs) (N- reporting households)


	Item
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	A
	46
	250
	52
	250
	45
	250
	70
	250
	53
	1000

	B
	5153
	19
	5633
	30
	7814
	7
	9260
	10
	6276
	66

	C
	
	
	6000
	1
	
	
	
	
	6000
	1

	D
	9436
	7
	14071
	14
	28750
	4
	
	
	15122
	25

	E
	2000
	1
	19000
	1
	5000
	1
	
	
	8667
	3

	F
	6455
	132
	
	
	5185
	58
	100
	1
	6036
	191

	G
	7650
	2
	13500
	2
	2234
	16
	
	
	3903
	20

	H
	
	
	
	
	8240
	5
	
	
	8240
	5

	I
	1477
	15
	2202
	22
	2022
	29
	10684
	61
	6149
	127


Note: A- Saving contribution to the group; B- Current amount-RD; C- Outstanding loan against RD; D- Fixed deposit-FD; 

           E- Outstanding loan against FD; F- Savings account-SB; G- Voluntary deposit-VD; H- Outstanding loan against VD; 

           I- Earlier loan outstanding (Rs.).

Recurring deposits:
66 members report recurring deposits. In whose name are these deposits? 45 stated that recurring deposits in their own name and it is true in across states (Table 3.29). It is followed by account in husband’s name (15 cases) and they are mostly from Himachal Pradesh and Gujarat (5). The other reported relatives are daughter and sons and in laws. Where are these recurring deposits opened? It is found that most are with institutions other than banks and MACS
.
Table 3.28: Savings up to March end (Rs.)

	Item
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	2006
	621
	250
	973
	250
	1277
	194
	2208
	250
	1269
	944

	2007
	395
	250
	332
	250
	588
	217
	790
	250
	524
	967

	2008
	500
	250
	432
	250
	614
	238
	874
	250
	605
	988

	2009
	528
	250
	480
	250
	672
	244
	923
	250
	651
	994

	(Time of survey)
	515
	250
	442
	250
	535
	244
	477
	250
	492
	994

	Total savings
	2558
	250
	2753
	250
	3141
	250
	4677
	250
	3282
	1000


Table 3.29: Recurring deposits (No. of Members)
	Item
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	Yes
	19
	30
	6
	10
	65

	No
	0
	0
	1
	0
	1

	Total
	19
	30
	7
	10
	66

	Whose
	
	
	
	
	

	Self
	11
	21
	5
	8
	45

	Husband
	5
	9
	0
	1
	15

	Son
	2
	0
	1
	1
	4

	Daughter
	0
	0
	1
	0
	1

	In laws
	1
	0
	0
	0
	1

	Total
	19
	30
	7
	10
	66

	Financial Institutions
	
	
	
	
	

	MACS
	1
	0
	0
	0
	1

	Bank
	1
	4
	0
	0
	5

	Others
	17
	26
	7
	9
	59

	Total
	19
	30
	7
	9
	65


Fixed deposits:
     191 members (19.1%) reported having fixed deposits. None from Himachal Pradesh reported having fixed deposits. However, highest percentage of members having fixed deposits is from Gujarat (52.8%) while just 0.4 percent has it in Rajasthan (Table 3.30). These accounts are either in their own name or in the name of husband. They are mainly with banks (92.7%) and across states it hold true. The other locations where fixed deposits are held are MFI/NGO, MACS and others (7.3%)
. 

Table 3.30: Fixed deposits (No. of Members)
	Account
	Gujarat
	Madhya Pradesh
	Rajasthan
	Total

	Yes
	132
	58
	1
	191

	%
	52.8
	23.2
	0.4
	19.1

	Where the Account is
	
	
	
	

	MFI/ NGO
	2 (1.5)
	4 (6.9)
	0
	6 (3.1)

	MACS
	2 (1.5)
	0
	0
	2 (1.0)

	Bank
	123 (93.2)
	53 (91.4)
	1 (100)
	177 (92.7)

	Others
	5 (3.8)
	1 (1.7)
	0
	6 (3.1)

	Total
	132 (100)
	58 (100)
	1 (100)
	191 (100)


Note: Figures in the parentheses are column percentages.

Voluntary deposit:
Only 20 members reported voluntary deposit and they are mostly from Madhya Pradesh (16) and all accounts are in member’s names. These accounts are with MFI/NGO only
. 

3.10
Loans Availed

After joining the SHG, the members have availed loans of various amounts. It appears that not have availed loans of the 1000 members surveyed in four states. We find that since 2006-07, 15 times loans have been availed (Table 3.31). However, one time loan has been taken by 862 members (86.2%). 66.4 percent have taken two loans while 47.2 percent have taken three loans, 32.4 percent have taken four loans, 22.5 percent have taken 5 loans and 15.8 percent have taken 6 loans. Only 0.1 percent has taken 15 loans (table 3.32). We further find that a higher percentage of members in Rajasthan (95.2%) have taken first loan and the least percentage in Himachal Pradesh (76.4%). Rajasthan tops the table till third loan compared to other states and thereafter Madhya Pradesh dominates. 

The average first loan availed is Rs.5974 and it appears to fluctuate thereafter. The maximum loan availed is Rs.9000 (12th loan). In Gujarat, the first loan averages at Rs.5153 and in Himachal Pradesh it is Rs.7776, Rs.3783 in Madhya Pradesh and Rs.7260 in Rajasthan. In Gujarat and Himachal Pradesh first loan has been taken by large number but subsequently the number of members reporting further loans goes down compared to Madhya Pradesh and Rajasthan. In Madhya Pradesh, average loan amounts are low (Rs.2443 to Rs.4675). It is much lower than other states. It has come to notice that different NGOs/ SHPIs use different methods of loan sanctioning and repayment. Some SHGs use group savings to repay loans. There is also large scale internal loaning.

Table 3.31: Loans availed from different sources through SHG since 2006-07 (Rs.)

	Item
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	No. of loans
	Mean
	    N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	1
	5153
	218
	7776
	191
	3783
	215
	7260
	238
	5974
	862

	2
	5615
	154
	6927
	135
	3536
	178
	7584
	197
	5909
	664

	3
	5841
	93
	5998
	90
	3219
	141
	7938
	148
	5745
	472

	4
	6778
	56
	5813
	49
	3155
	120
	6577
	99
	5229
	324

	5
	4289
	27
	6195
	31
	2443
	92
	7387
	75
	4830
	225

	6
	6936
	16
	4771
	14
	2748
	72
	8248
	56
	5301
	158

	7
	5556
	9
	2543
	11
	3579
	58
	8111
	42
	5219
	120

	8
	5250
	6
	12237
	6
	4369
	30
	7717
	24
	6382
	66

	9
	2800
	5
	7500
	4
	4675
	12
	9271
	14
	6569
	35

	10
	8667
	3
	1500
	1
	
	
	6479
	7
	6623
	11

	11
	3000
	3
	
	
	
	
	6000
	4
	4714
	7

	12
	9333
	3
	
	
	
	
	8500
	2
	9000
	5

	13
	6500
	2
	
	
	
	
	2000
	1
	5000
	3

	14
	3000
	2
	
	
	
	
	4000
	1
	3333
	3

	15
	3000
	1
	
	
	
	
	
	
	3000
	1


Note: Mean is amount per loan.

Table 3.32: Frequency of loans

	Loan times        
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	1
	87.2
	76.4
	86.0
	95.2
	86.2

	2
	61.6
	54.0
	71.2
	78.8
	66.4

	3
	37.2
	36.0
	56.4
	59.2
	47.2

	4
	22.4
	19.6
	48.0
	39.6
	32.4

	5
	10.8
	12.4
	36.8
	30.0
	22.5

	6
	6.4
	5.6
	28.8
	22.4
	15.8

	7
	3.6
	4.4
	23.2
	16.8
	12.0

	8
	2.4
	2.4
	12.0
	9.6
	6.6

	9
	2.0
	1.6
	4.8
	5.6
	3.5

	10
	1.2
	0.4
	0
	2.8
	1.1

	11
	1.2
	0
	0
	1.6
	0.7

	12
	1.2
	0
	0
	0.8
	0.5

	13
	0.8
	0
	0
	0.4
	0.3

	14
	0.8
	0
	0
	0.4
	0.3

	15
	0.4
	0
	0
	0
	0.1


3.10.1
Loans Repayment and Balances

Below we present loan repayment and balance situation. Comparing loan obtained and loan repaid, we find that there is significant repayment done by members, but outstanding amount is there for even first loan taken in 2006-07 (Tables 3.33 and 3.34). A higher balance exists in Himachal Pradesh considering the first loan. There are 854 members with first loan outstanding. This situation is apparently responsible for lower repayment rates.

Table 3.33: Loans repaid since 2006-07 (Rs.)

	Loan repaid
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	No. of loans
	Mean
	    N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	1
	4542
	218
	5398
	191
	3516
	207
	6494
	217
	4992
	833

	2
	4782
	154
	4923
	135
	3049
	167
	5707
	172
	4605
	628

	3
	4347
	92
	3727
	90
	2687
	134
	6324
	118
	4244
	434

	4
	4482
	56
	3098
	49
	2901
	103
	6430
	76
	4191
	284

	5
	2789
	27
	2545
	31
	2154
	74
	7432
	54
	3844
	186

	6
	3969
	16
	914
	14
	2561
	60
	7724
	37
	4061
	127

	7
	3333
	9
	1273
	11
	2906
	33
	7279
	21
	3956
	74

	8
	3333
	6
	10917
	6
	3168
	13
	7500
	14
	5941
	39

	9
	2400
	5
	3750
	4
	1325
	4
	6667
	9
	4195
	22

	10
	5333
	3
	1500
	1
	
	
	8500
	4
	6438
	8

	11
	3000
	3
	
	
	
	
	3667
	3
	3333
	6

	12
	8583
	3
	
	
	
	
	3000
	1
	7188
	4

	13
	1500
	2
	
	
	
	
	2000
	1
	1667
	3

	14
	1875
	2
	
	
	
	
	
	
	1875
	2

	15
	750
	1
	
	
	
	
	
	
	750
	1


Table 3.34: Loans balance since 2006-07 (Rs.)

	Balance 
	Gujarat
	Himachal Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	No. of loans
	Mean
	    N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	1
	591
	218
	2446
	191
	384
	214
	1554
	231
	1215
	854

	2
	839
	153
	2059
	135
	677
	176
	2710
	188
	1587
	652

	3
	1884
	93
	2274
	90
	539
	140
	3898
	143
	2173
	466

	4
	2296
	56
	2623
	49
	662
	119
	2469
	95
	1788
	319

	5
	1500
	27
	3650
	31
	736
	92
	2380
	72
	1769
	222

	6
	2968
	16
	3857
	14
	586
	72
	2252
	52
	1693
	154

	7
	2222
	9
	1271
	11
	1921
	58
	5163
	38
	2945
	116

	8
	1917
	6
	1321
	6
	2997
	30
	4786
	22
	3354
	64

	9
	400
	5
	3750
	4
	4233
	12
	6331
	13
	4560
	34

	10
	3333
	3
	
	
	
	
	5086
	7
	4145
	10

	11
	
	
	
	
	
	
	3250
	4
	3250
	4

	12
	750
	3
	
	
	
	
	7000
	2
	3250
	5

	13
	5000
	2
	
	
	
	
	
	
	5000
	2

	14
	1125
	2
	
	
	
	
	4000
	1
	2083
	3

	15
	2250
	1
	
	
	
	
	
	
	2250
	1


3.10.2
Purpose the loan is put to use

Micro credit is invariably small sized. So what is the average amount of loan used for various purposes? These repeated loans are largely internal loans of the groups. Table 3.35 the presents the extent of dependency of members on SHG loans to meet their various needs. Evidently, around 520 members (52 %) had taken loans from SHG to meet their consumption expenditure. This figure, however, varies across the states. For instance, 157 members (62.8 %) had utilised the loan obtained through SHG on consumption purpose.  Only 89 members (35.6 %) had reported of using SHG loan for consumption purposes in case of Gujarat. Apparently, medical exigencies were another important purpose for which members largely depend on SHG loans. It appears that these households require funds to meet medical exigencies continuously. Repayment of old debts seems to be another important purpose for which members borrow from the SHG. This situation is quite prominent in Rajasthan. This means that members have been borrowing to repay the previous loan. Importantly, 273 members (27.3 %) had used the loan raised from the SHG for house repairing and/or construction. A significant number of members are using the loan raised through SHG on farm activities, business, education and for purchasing livestock animals.  It is surprising that some members are re-lending too. The data from Table 3.35 reveals a higher number of households from Rajasthan have been using loans raised from SHG on consumption, repayment of old debts, house repairs and construction and purchase of livestock animals compared to other states.  
Table 3.35 Purpose-wise use of loans by sample respondents

	Purpose
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	
	N
	N*
	N
	N*
	N
	N*
	N
	N*
	N
	N*

	Consumption 
	89
	1.5
	123
	1.9
	151
	2.1
	157
	2.1
	520
	2.0

	Marriages 
	24
	1.0
	28
	1.1
	49
	1.2
	30
	1.3
	131
	1.2

	Repayment of old debts 
	37
	1.2
	17
	1.2
	65
	1.2
	111
	1.7
	220
	1.5

	House repairs/construction 
	54
	1.2
	66
	1.2
	71
	1.3
	82
	1.3
	273
	1.3

	Other social function
	12
	1.0
	13
	1.0
	42
	1.1
	30
	1.1
	97
	1.1

	Medical exigencies 
	81
	1.4
	24
	1.4
	96
	2.0
	77
	1.4
	278
	1.6

	Purchase of land 
	2
	1.0
	0
	0.0
	0
	0.0
	2
	1.5
	4
	1.3

	Households durables assets 
	8
	1.1
	7
	1.6
	19
	1.2
	18
	1.0
	52
	1.2

	Education 
	28
	1.4
	34
	1.6
	43
	1.3
	30
	1.4
	135
	1.4

	Farm activities 
	63
	1.5
	23
	1.3
	88
	2.0
	87
	1.6
	261
	1.7

	Business 
	11
	1.3
	34
	1.3
	26
	1.5
	20
	1.6
	91
	1.4

	Relending 
	5
	1.0
	7
	2.1
	7
	1.3
	15
	3.6
	34
	2.4

	Purchase of livestock animals 
	35
	1.1
	31
	1.0
	3
	3.3
	40
	1.1
	109
	1.1

	Payment of insurance premium 
	0
	0.0
	3
	1.0
	0
	0.0
	1
	1.0
	4
	1.0

	Fooder 
	32
	1.4
	2
	1.0
	1
	1.0
	16
	1.0
	51
	1.3

	Others
	1
	3.0
	0
	0.0
	0
	0.0
	3
	1.0
	4
	1.5


Note: (1) N* = Average No. of times loan use. (2) Figures in columns ‘N’ are number of sample SHG members. 

Table 3.36 Purpose-wise mean size of the loan put to use by SHG members across the sample states

	Purpose


	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Consumption 
	2184 (89)
	3234 (123)
	2609 (151)
	5252 157)
	3482 (520)

	Marriages
	7229 (24)
	8991 (28)
	6459 (49)
	13890 30)
	8843 (131)

	Repayment of old debts
	8403 (37)
	7806 (17)
	5671 (65)
	11041 (111)
	9005 (220)

	House repairs/construction
	9781 (54)
	16652 (66)
	7563 (71)
	11825 (82)
	11779 (273)

	Other social functions
	3225 (12)
	3177 (13)
	3699 (42)
	5992 (30)
	4279 (97)

	Medical exigencies
	3522 (81)
	5029 (24)
	2952 (96)
	5587 (77)
	4027 (278)

	Purchase of land
	15000 (2)
	-
	-
	20500 (2)
	17750 (4)

	Household durable assets 
	9625 (8)
	7343 (7)
	4926 (19)
	10889 (18)
	8038 (52)

	Education
	6600 (28)
	6443 (34)
	2447 (43)
	6155 (30)
	5139 (135)

	Farm activities (working capital)
	7982 (63)
	5969 (23)
	4296 (88)
	8274 (87)
	6659 (261)

	Business (IGA)
	16318 (11)
	19112 (34)
	17769 (26)
	23500 (20)
	19355 (91)

	Relending 
	12200 (5)
	9929 (7)
	7857 (7)
	28147 (15)
	17874 (34)

	Purchase of livestock animals
	13914 (35)
	14419 (31)
	11667 (3)
	11530 (40)
	13121 (109)

	Payment of insurance premium
	-
	2500 (3)
	-
	2000 (1)
	2375 (4)

	Fodder
	7000 (32)
	2750 (2)
	3000 (1)
	6069 (16)
	6463 (51)

	Others
	5000 (1)
	-
	-
	8333 (3)
	7550 (4)


Note: (1) Figures in brackets denote number of samples.

There are hardly any households that have used loans for land purchase and purchase of assets. However, current farm expenses appear to important activity for which loans have been put use and more households from Madhya Pradesh are doing it. The loan is used for purchase of seed and other inputs. There are households using these loans for further lending. This lending is also to other members of the group. It is pointed out that as there is a gap between requirement and loan, some members borrow to lend these needy group members. Thus, there is rent seeking emerging within the groups. In few cases, group has loaned to non-members at higher interest rate. There are not many repeat loans for income generating activities. This is something to worry about. As has been happening in Andhra Pradesh where various MFIs have been lending largely for consumption purposes, a dent trap situation could emerge here too. Members have hardly put to use any loan for insurance, livestock purchase and other needs.

Purpose-wise mean size of the loan put to sue is presented in Table 3.36. The mean size of the loan used for consumption purposes was Rs.3482. This figure was quite high in Rajasthan and the least being in Gujarat.   The mean size of the loan put to use for repayment of old debt varies between Rs.5671 (Madhya Pradesh) and Rs.11041 (Rajasthan). For repairing of house and/or construction, the average size of the loan put to use was Rs.11779. The mean size of the loan put to use was the highest for business purposes.  It appears that more amount of loan raised through SHG was predominantly going to meet consumption expenditure, marriages, repayment of old debts, house repairs and construction, business, purchase of livestock animals, children’s education and farm activities.  It appears that members are in a position to meet a significant proportion of their credit requirement from loans mobilised through SHGs. 
3.10.3
Loan for IGAs (Micro-enterprise)

It is found that only 20.3 percent members have taken loan for income generating activities. This percentage across states is: 13.6 percent in Madhya Pradesh, 26.8 percent in Himachal Pradesh, 21.6 percent in Gujarat and 19.2 percent in Rajasthan. What are the reasons for not taking loan for income generating activities? It is found that member is already engaged in household activities/agriculture/animal husbandry (21.93%), has no training and is aged (9.4%), marketing problems (8.15%) and loan is mostly used by male members, female is only mediator of getting loan (7.77%) (Table 3.37). 

In Rajasthan, major reasons cited are household activities/agriculture/animal husbandry (20.79%) and no training and is aged (19.8%). In Himachal Pradesh, no need (18.48%) and household activities/agriculture/animal husbandry (25.54%) are the major reasons while in Gujarat, the reasons are household activities/agriculture/animal husbandry (29.08%) and marketing problem (15.82%). 

Table 3.37: Reasons (proportion of reporting members)

	Reasons
	Gujarat
	Himachal

 Pradesh
	Madhya

 Pradesh
	Rajasthan
	Total

	No need
	3.06
	18.48
	1.85
	1.98
	6.02

	No training
	2.55
	6.52
	3.7
	0.5
	3.26

	No awareness due to illiterate
	7.65
	2.17
	7.87
	8.91
	6.77

	Due to old age
	2.55
	4.89
	3.7
	1.49
	3.13

	Lack of raw material
	0
	0
	0
	4.46
	1.13

	Marketing problems
	15.82
	2.17
	7.87
	6.44
	8.15

	Health problems
	0
	3.8
	1.85
	3.47
	2.26

	Poor condition/landless/land mortgage out
	4.59
	5.43
	9.72
	4.46
	6.14

	Engaged in household activities/agriculture/ animal husbandry
	29.08
	25.54
	13.43
	20.79
	21.93

	Engaged in NREGA and wage labour
	1.02
	0
	5.56
	2.48
	2.38

	Engaged in salaried/govt/private jobs
	6.12
	7.07
	5.56
	1.98
	5.14

	Engaged in caste occupation
	0
	0
	0.46
	0.99
	0.38

	Unsuccessful IGA in rural/tribal/hilly area
	2.04
	2.17
	3.24
	2.48
	2.51

	Failure of previous IGAs (Cows, Buffalo has died)
	0
	0
	0
	0.5
	0.13

	Lack of place for IGA
	0
	1.09
	0.93
	2.48
	1.13

	Already engaged in IGA
	0.51
	2.72
	6.02
	2.97
	3.13

	Loan is mostly used by male members, female is only mediator of getting loan
	2.55
	7.61
	11.11
	9.41
	7.77

	Due to defaulter of some members, bank not provide again loan
	0
	1.09
	0
	0
	0.25

	The member thinks that if IGA fails, than how can she repay the loan
	0
	0
	0
	0.99
	0.25

	Interested in subsidies IGA available by other departments
	1.02
	0
	3.24
	0
	1.13

	Loan is mostly used in other household activities as education, health, marriage, house repair or construction etc
	0.51
	0
	0
	0
	0.13

	23
	0
	0
	3.24
	0.5
	1

	24
	6.12
	7.07
	4.63
	19.8
	9.4

	25
	0.51
	1.09
	0
	0
	0.38

	26
	0
	1.09
	6.02
	0
	1.88

	27
	10.71
	0
	0
	2.48
	3.26

	28
	1.53
	0
	0
	0.5
	0.5

	29
	2.04
	0
	0
	0
	0.5

	Total
	100
	100
	100
	100
	100

	Number
	196
	184
	216
	202
	798


Note: Numbers beyond 22 are combination of previous reasons.

In Madhya Pradesh, household activities/agriculture/animal husbandry (13.43%) and loan is mostly used by male members, female is only mediator of getting loan (11.11%). The reasons of some importance are individual health problems, poor condition/landless/land mortgage out, engaged in NREGA and wage labour, engaged in salaried/govt/private jobs, engaged in caste occupation, unsuccessful IGA in rural/tribal/hilly area, failure of previous IGAs (Cows, Buffalo has died), lack of place for IGA, already engaged in IGA, insufficient loan provided by SHG, due to defaulter of some members, bank not provide again loan, member thinks that if IGA fails, than how can she repay the loan, interested in subsidies IGA available by other departments and loan is mostly used in other household activities as education, health, marriage, house repair or construction etc Thus, we find that reasons are common across states.

Investment in IGA:
202 members reported investment in IGA and the average amount invested is Rs.23207 and it is the highest in Madhya Pradesh and Rs.16833 in Gujarat. It also appears that there is a shortfall in loan taken from SHG across states; the shortfall is greater in Rajasthan (Rs.27200) (table 3.38). However, only 13 cases reported amount borrowed was lesser than the needed amount. On the other side, 95 members reported that the amount borrowed was more than the invested amount. There are cases where second loan was also obtained to invest in the activity and only 29 members reportedly did so and mainly from Himachal Pradesh. 

Table 3.38: Invest pattern (Rs.)

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N
	Mean
	N

	Amount invested to start the Activity Rs
	16833
	54
	23794
	67
	26682
	33
	27171
	48
	23207
	202

	Loan obtained through SHG  Rs.
	12064
	47
	16087
	54
	8780
	25
	15876
	45
	13857
	171

	Surplus Amount (Rs.)
	6394
	33
	16486
	21
	19214
	14
	16367
	27
	13348
	95

	Deficient Amount (Rs.)
	4000
	2
	50000
	1
	4167
	3
	27200
	7
	20069
	13

	2nd loan amount Rs.
	16667
	3
	15769
	13
	10000
	9
	15250
	4
	14000
	29

	Annual sale (Rs.)
	63507
	47
	78284
	67
	90380
	25
	48941
	46
	68868
	185

	Net annual income derived currently (Rs.)
	30515
	47
	27866
	67
	31493
	27
	23554
	46
	27995
	187


Annual sale:
Annual sale reported by 185 members is Rs.68868, which is quite high and this gives net income of Rs.27995. The net income is highest is Madhya Pradesh (Rs.31498) while it is the lowest in Rajasthan at Rs.23554.

The list of IGA is large. However, dairy (buffalo rearing) tops the list (Table 3.39). This activity has daily cash flow, which is suitable for poverty reduction if all other factors are provided for like fodder, marketing channels etc. It is followed by cow which is again milk related. 32 members have set up general shops. Other important activities include tailoring, poultry farming, and goat keeping.

Table 3.39: Name of the activity undertaken (No. of households)

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	NA
	196
	183
	216
	202
	797

	Buffalo
	29
	17
	1
	15
	62

	Cow
	11
	14
	3
	6
	34

	General Shop
	8
	10
	8
	6
	32

	Tailoring
	2
	4
	2
	1
	9

	Poultry farm
	0
	1
	6
	0
	7

	Goat purchase
	0
	0
	2
	5
	7

	Furniture Shop
	1
	0
	0
	2
	3

	Mule (Khachchar)
	0
	3
	0
	0
	3

	Beauty Parlour
	0
	2
	0
	0
	2

	Bricks
	1
	0
	1
	0
	2

	Cloth Shop
	0
	2
	0
	0
	2

	Photography
	0
	2
	0
	0
	2

	Rajai-Gadde making
	0
	0
	2
	0
	2

	Soap Shop
	0
	1
	0
	1
	2

	Tea Shop
	0
	1
	1
	0
	2

	Vegetable shop
	0
	0
	1
	1
	2

	Maruti Van
	0
	1
	0
	0
	1

	Auto-rickshaw
	0
	0
	1
	0
	1

	Cycle & tea shop
	0
	0
	1
	0
	1

	Dhaba 
	0
	1
	0
	0
	1

	Diesel shop
	0
	0
	0
	1
	1

	Embroidery Machine
	0
	0
	0
	1
	1

	Fancy item shop
	0
	0
	0
	1
	1

	Fire wood selling shop
	0
	0
	1
	0
	1

	Flour mill
	0
	0
	0
	1
	1

	Ghee shop
	0
	1
	0
	0
	1

	Hardware Shop
	0
	1
	0
	0
	1

	Hosiery Shop
	0
	1
	0
	0
	1

	Light Decoration
	1
	0
	0
	0
	1

	Marble shop
	0
	0
	1
	0
	1

	Masala udyog
	0
	0
	0
	1
	1

	Mechanic Shop
	1
	0
	0
	0
	1

	Medical shop
	0
	0
	0
	1
	1

	Mobile shop
	0
	0
	0
	1
	1

	Pathaka making
	0
	0
	1
	0
	1

	Pig culture
	0
	1
	0
	0
	1

	Piko- fall machine
	0
	0
	1
	0
	1

	Poster & Fire works
	0
	0
	0
	1
	1

	R.C.C. material
	0
	0
	0
	1
	1

	Sari business
	0
	0
	1
	0
	1

	Sweet Shop
	0
	1
	0
	0
	1

	Tempo
	0
	0
	0
	1
	1

	Tent House
	0
	1
	0
	0
	1

	Tractor
	0
	1
	0
	0
	1

	Watch Shop
	0
	1
	0
	0
	1

	Total
	250
	250
	250
	250
	1000


Many of the activities have been set up recently- after 2004 (table 3.40).

Table 3.40: Year in which first activity undertaken (No. of reporting members)
	Year
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	NA
	196
	183
	216
	202
	797

	1985
	0
	0
	1
	0
	1

	1988
	0
	0
	1
	0
	1

	1990
	0
	4
	0
	1
	5

	1992
	1
	0
	0
	0
	1

	1995
	0
	1
	0
	1
	2

	1998
	1
	1
	1
	0
	3

	2000
	1
	0
	2
	2
	5

	2001
	1
	1
	2
	0
	4

	2002
	0
	3
	0
	2
	5

	2003
	0
	4
	1
	1
	6

	2004
	2
	2
	4
	2
	10

	2005
	6
	5
	3
	5
	19

	2006
	10
	6
	5
	8
	29

	2007
	12
	11
	3
	9
	35

	2008
	9
	26
	4
	9
	48

	2009
	11
	3
	3
	8
	25

	2010
	0
	0
	4
	0
	4

	Total
	250
	250
	250
	250
	1000


Why the enterprise was set up? It is found that familiarity with work is the most important reason cited in all states except Madhya Pradesh (Table 3.41). It is followed by demand for product/ service exists. The other reasons cited are easy availability of raw material, limited capital required, can manage with household chores, caste based occupation, and loan was given for the particularly activity only. It was observed that amount borrowed was more than the investment made. Then where was the surplus spent? 41 members reported it and the surplus was spent on consumption, animal feed and payment of old debt.

Table 3.41: Reason for setting up of enterprise (No. of reporting households)
	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Had the skills
	4
	8
	1
	2
	15

	Familiarity with the work
	17
	13
	0
	13
	43

	Easy availability of raw materials
	0
	1
	0
	0
	1

	The product/service is in demand
	6
	10
	5
	7
	28

	Since loan is given for this activity
	0
	0
	1
	2
	3

	As per availability of limited capital
	0
	0
	0
	5
	5

	Can manage with other domestic work
	2
	0
	1
	1
	4

	Caste based occupation
	0
	0
	1
	2
	3

	Any other, specify
	25
	34
	25
	16
	100

	Total
	54
	66
	34
	48
	202


There was a shortfall in funds reported by 96 members (Table 3.42). Mainly own saving filled the gap (74 cases). The other sources used are moneylender, bank and relatives/ friends.

Table 3.42: Funds Gap Sources (No. of reporting members)

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Self
	27
	16
	11
	20
	74

	Money lender
	0
	0
	1
	1
	2

	Relatives/friends
	2
	1
	0
	1
	4

	Bank
	4
	4
	3
	3
	16

	Total
	33
	21
	15
	27
	96


61 members had subsequently invested in one activity and 47 percent of members from Madhya Pradesh did so compared to just 16.7 percent in Gujarat (Table 3.43).

Table 3.43: Invested in One Activity (No. of reporting members)

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Yes
	9 (16.7)
	25 (37.3)
	16 (47.1)
	11 (22.9)
	61 (20.1)

	No
	45 (83.3)
	42 (62.7)
	18 (52.9)
	37 (77.1)
	142 (69.9)

	Total
	54 (100)
	67 (100)
	34 (100)
	48 (100)
	203 (100)


Note: () are column percentages.

Number of times subsequent investment taken for investment shows that 61 members did it and most took loan for the one time and 24 took it for second time and only 4 took for third time (Table 3.44).

Table 3.44: Number of Times Subsequent Investment Loan (No. of reporting members)

	No. Times
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	1
	6
	13
	7
	7
	33

	2
	2
	12
	6
	4
	24

	3
	1
	0
	3
	0
	4

	Total
	9
	25
	16
	11
	61


The gap in funds for the micro-enterprise has been filled with the help of SHG (second and third loan) and won funds (Table 3.45).

Table 3.45: Sources of funds (No. of reporting members)

	Sources
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Self
	2
	8
	2
	3
	15

	SHG
	7
	15
	14
	8
	44

	Relatives/friends
	0
	1
	0
	0
	1

	Bank
	0
	1
	0
	0
	1

	Total
	9
	25
	16
	11
	61


Marketing:
Who helps in marketing? It is the husband who helps in marketing (78 cases) and it is more so in all states except Madhya Pradesh (Table 3.46). In 57 cases member herself does the marketing and son contributes in 25 cases. This reflects on gender empowerment. Activity is set up with loan in the name of women member, but the ownership of asset created rests with the entire family wherein male members dominate in running the enterprise. 

Table 3.46: Who helps in marketing (No. of respondents)

	Helpers
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	NA
	203
	183
	221
	204
	811

	Husband
	19
	27
	7
	25
	78

	Self
	16
	24
	9
	8
	57

	Son
	10
	8
	4
	3
	25

	Dudhiya
	0
	0
	0
	3
	3

	Any Family Member
	0
	3
	0
	0
	3

	Father
	0
	0
	1
	0
	1

	Father in law
	0
	1
	1
	0
	2

	Husband& SHG member
	0
	0
	0
	1
	1

	Husband, Self, Daughter
	0
	0
	0
	1
	1

	Husband, Son
	0
	0
	1
	3
	3

	NGO
	0
	0
	1
	0
	1

	Partner
	0
	0
	0
	1
	1

	Self, Son
	2
	0
	2
	0
	4

	Self, Daughter
	0
	0
	0
	1
	1

	Self, Husband
	0
	4
	3
	0
	7

	Uncle
	0
	0
	0
	1
	1

	Total
	250
	250
	250
	250
	1000


It was enquired whether present situation is better or worse than before. The response reveals that of the 176 responding members, 87 have observed substantial improvement and greater number is from Himachal Pradesh. Marginal improvement is observed by 76 members and most come from Gujarat and Himachal Pradesh (Table 3.47). Only in 13 cases there is no change.

Table 3.47: Change in Situation (No. reporting)

	Change in sitaution
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Increased substantially
	24
	30
	11
	22
	87

	Marginal improvement
	23
	26
	9
	18
	76

	No change
	0
	6
	2
	5
	13

	Total
	47
	62
	22
	45
	176


Did SHG play a significant role in meeting emergency needs? The answer is in affirmative by 66.8 percent and this proportion is the highest in Himachal Pradesh and the least in Rajasthan (Table 3.48).
Table 3.48: SHG Play a significant role in meeting emergency needs (No.)

	Item
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Yes
	180
	230
	154
	104
	668

	%
	72.0
	92.0
	61.6
	41.6
	66.8

	Total
	250
	250
	250
	250
	1000


Did SHG play a significant role in meeting basic needs? Out rightly the response is that it did (Table 3.49).

Table 3.49: SHG play a significant role in meeting basic needs (No.)

	Item
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Total

	Yes
	250
	245
	250
	250
	995

	%
	100
	98
	100
	100
	5

	Total
	250
	250
	250
	250
	1000


3.11
Other Issues

It is also observed that dependency on informal agencies for meeting basic consumption needs has reduced significantly (see the case study below). Dependency on informal agencies for meeting marriage and other social functions has reduced in case of 60 percent member households and this proportion is case of Gujarat is 74 percent, Himachal Pradesh- 77 percent, Madhya Pradesh- 52 percent and Rajasthan -36 percent. The reasons are because SHG provide loan easily at low at low interest rate without any collateral; relative lower interest rate charged compared to moneylenders. Dependency on informal agencies for meeting farm inputs has reduced too; Gujarat- 62 percent, Himachal Pradesh- 83 percent, Madhya Pradesh- 54 percent and Rajasthan -96 percent and for all 74 percent. Level of borrowing from banks/co-operatives in the village has increased as per 87 percent in Gujarat, 99 percent in Himachal Pradesh, 74 percent in Madhya Pradesh and 92 percent in Rajasthan. But it remained the same as per 13 percent in Gujarat, 1 percent in Himachal Pradesh, 25 percent in Madhya Pradesh and 6 percent in Rajasthan. This shows positive impact of SHG movement for these households.

Breaking from the Clutches of Money Lender: A Case of Roopaba

Roopaba Kanusinh Chauhan is currently the president of Parvati Mahila Self Help Group, promoted by VIKSAT in Bedasma village of Satlasana taluka in Mehsana district of Gujarat. Seven years ago, Roopaba was allotted only one bigha of land by her in-laws. They used to get low yields from agriculture with no irrigation, particularly in rabi season. Income from kharif income used to fall short of meeting the requirements of the five- member family. The family purchased a buffalo to cater to family’s milk needs. With time, the family’s requirements went up, including for meeting education expenses of children. In the meanwhile, her husband, a diamond- polishing worker fell ill and had to leave the job. Loss of this significant income increased family problems. Someone advised her to borrow from a moneylender and go in for an additional buffalo. Roopaba and Kanusinh fetched a loan of Rs 14000 at 5 percent interest per month (60% per annum) and purchased another buffalo, with the hope that they would be able to pay back the loan and interest by selling more milk. However, in turned out that the loan became a burden on them. VIKSAT started formation of SHGs on priority basis in the Satlasana area in 2001 immediately after the severe drought year of 2000. Bedasma was one of the villages where 20 women came forward to form a group. The group started with savings of Rs. 20 per member per month. After 6 months, the group had sufficient savings to open a bank account and start intra-loaning. The group members realized the importance of small savings and started working more closely with VIKSAT. In due time, VIKSAT extended assistance to the bank in the grading process. At this time, the bank official noticed that the group was maintaining records well, and followed most of the rules & regulations for intra loaning and repayments. There was complete transparency in the dealings and every member was aware of the transactions. The bank was pleased to provide a loan of Rs 60000 to the group. But the women were not confident of paying back this amount during the stipulated one- year repayment period. At this juncture, Roopaba studied the guidelines and realized that the loan could be repaid in three years. As part of the SHG, Roopaba availed bank loan of Rs10000 against an interest of only 12 percent per annum. She purchased a buffalo and within eighteen months, could pay back higher interest bearing loan taken from the moneylender; she was also able to store sufficient fodder for livestock. By selling milk, she started getting cash income; she now feels confident that she can easily pay back the pending instalments to the bank too. She is also able to pay for her children’s education. Today, Roopaba sells 12 litres of milk to the mild dairy. Interestingly, two other groups, which were not functioning well, got motivated from her and are now meeting and saving regularly. After successful repayment of the first loan she has taken another loan of Rs 10000 from the Gadhwada Mahila Sangh for purchase of seeds and fertilizers. She further cultivated additional piece of land taken of lease and raised fennel in one acre and wheat in 0.5 acre. This effort added additional Rs 20000 to her annual income in 2006. The success of the group resulted in enhanced social status as well as financial status of Roopaba. This has motivated her to work for other common causes too. People who have elected her as a member of the gram panchayat have recognized her entrepreneurship and leadership skills. She is also a member of the executive committee of Gadhwada Mahila Sangh (a regional federation of women SHGs in Satlasana area). In addition, she is also a member in the dairy cooperative and the village education committee. Both Roopaba and her husband now are actively engaged in working for the village development. They also tackle cases of mismanagement in the dairy while guiding others.

3.12
Impact on Households

In this section we present case studies to show whether joining the SHG has helped improve the incomes or economic status of the households. With the intervention of group loans, livelihoods have improved as shown by the story of Suryaba Chouhan.

Breaking the Ice: The Story of Suryaba Chouhan
Livelihoods in Satlasana Taluka of Mehsana district of semi-arid north Gujarat are quite challenging. The taluka remains water scarce with continuous decline in incomes reported since the advent of the 1999-2002/03 drought spell. Recurrent droughts, however, are a common phenomenon in north Gujarat. Samrapur village, located 6 km from Satlasana, has a majority of Darbar families; the other communities include Harijan, Nayee and Prajapati. The main livelihood source of the village is agriculture supported by animal husbandry. Due to the livelihood challenges turning worse, villagers started exploring other avenues of livelihoods. In the course of alternatives, they realized that the tradition of mutual cooperation could provide better opportunities for facing the challenges. VIKSAT played an important role in the formation of self- help groups (SHGs) in the village. The Darbar community also joined the initiative, although they are traditionally very conservative and less favourably inclined to community-based activities including drought relief works. They rarely participated in any labour intensive activities, nor have they, in particular women, taken up jobs outside of their home.

Under these socio-cultural conditions, it is interesting to note that Suryaba Chouhan, a 35-year old woman from Darbar family has broken the tradition by taking lead to solve water problem. Suryaba, a 8th standard educated, realized the importance of bringing about a change in the status of women, and after several rounds of discussions with VIKSAT staff and attending SHG meetings, voluntarily participated in organising communities for taking up micro- enterprises. Suryaba has been associated with VIKSAT programmes for the past seven years, the first contact beginning with the Drought Relief programmes implemented in Samrapur and neighbouring villages of Satlasana area in 2000. A mahila mandal was formed comprising more than 60 women from all sections of the village. Suryaba took up the responsibility to lead the mandal (group) and maintain records. She continued to motivate young women from the villages to join the campaign. Suryaba fulfilled her responsibilities both at mandal level and at the family level; she looked after her four children, assisted her husband in agriculture and took care of the livestock. As she was busy performing the dual responsibilities, the drought spell of 1999– 2002/03 made agriculture, animal husbandry and other livelihood options extremely challenging. The surface and ground water depleted resulting in drying of wells. 

Suryaba and her neighbours discussed the issue and came to the conclusion that the only alternative is to drill a bore well to meet their drinking and irrigation needs. They made an assessment of crop water requirements. The total money required for the bore well and necessary pump-set and pipelines was estimated at Rs 75000. In other words, the share of the four families worked out to Rs 20000 per family. This amount was beyond these poor families. Meanwhile, Suryaba approached VIKSAT staff and explained their problem to them. Appreciating the need and their perseverance, VIKSAT explored for loans from the local bank. The bank officials informed that the women can avail loan through an SHG if these families are members of the SHGs. This revelation was a crucial factor for the families of these women both at family and group level. Suryaba took initiative to call for a special meeting of the group and put up her proposal. They all became members of the SHG. A resolution was passed by the SHG for not only availing loan from the bank but also decided on a repayment schedule. After completing all formalities, the group received the loan of Rs75000. This entire effort was realized within 3 weeks; the families immediately made arrangements for proper water use for meeting domestic needs and irrigation requirements. What they witnessed was that the cropped area doubled in the first season leading to good returns from crops and animal husbandry. They started repaying the loan regularly. This event became a milestone in the history of the village. Many others have been getting motivated and increasing number of SHGs and bank linkages are taking place. The following table gives details of crops raised and changes in agricultural income during the past three years. Suryaba has now become a role model for young women in the Satlasana area. She is heading the women’s federation of SHGs named as Gadhwada Mahila Vikas Sangh. Suryaba is now busy planning to scale up her experience by developing a cadre of women leaders.
	Year
	Rabi
	Summer
	Kharif

	
	Crop Area
	Production
	Area
	Production
	Area
	Production

	2005
	Wheat-1 Bigha
	12Q. (Rs.9600)
	Millets-1 Bigha, 

Fodder-1 Bigha
	5Q (Rs. 4125)          

Green Fodder
	Groundnut 0.5 ha.

Castor- 0.2 ha.
	6Q 30 (Rs.12000)

10Q (Rs.15000)

	2006
	Wheat-2 Bigha, 

Fodder-1 Bigha
	14Q (Rs 10500)
	Millets-1 Bigha, 

Fodder-1 Bigha
	5Q  (Rs. 4125)          

Green Fodder
	Cotton-0.2 ha

Castor-0.2 ha


	5Q (Rs. 10000)

4.5Q  (Rs. 6900)

	2007
	Wheat-2 Bigha, 

Fodder-1 Bigha
	15Q (Rs11250
	Millets-1 Bigha, 

Fodder-1 Bigha
	-
	       -
	    -


This case shows that confidence has been built and empowerment taken place as she heads women’s federation and barriers broken.

In another case, setting up of micro-enterprise raised the income levels of group members.

The Activity of Making Detergent Powder to Wash the Clothes that Grow up the Group by Women

“Shine like Sun by SURYA Detergent Powder of women of Kothasana”

“Women give shining to clothes by SURYA”

Satlasana taluka of Mehsana district is socially and economically very backward area. Women literacy level is around 30 percent. Gender differences are clearly seen and Lajpratha is also prominent. The working women are limited and most work at home and fields. In 1990, Viksat formed women groups, by building awareness and empowering women. Many women of Gadhwada area participated in training programs and exposure visits. The visit to women’s fair of Tarangahills in March 2001 was very effective. Women participate in this fair from all over Gujarat. Various items prepared by women of SHG are displaced in the fair. From the income generating activities, women got some economic security & freedom. In this fair, women of Gadhwada got the opportunity to communicate with other women of Gujarat and to know their experience. 20 women got together to form a SHG called Shivam in Mota Kothasana village. The monthly saving is Rs 20. With the help of VIKSAT, they thought of producing detergent powder, which has local demand. Exposure visit was arranged to a detergent powder unit at Visnagar taluka of Mehsana district. During this exposure women learnt about the manufacturing process of detergent powder making. After 6 month of developing Shivam SHG, they were able to start the small business of detergent powder making investing own funds. Each member contributed Rs. 50 to generate Rs1000.  They procured the raw materials for detergent powder from Visnagar and polyethylene bags from Mehsana. They named the detergent powder “SURYA”. The raw materials of detergent powder did not require larger space. Women made powder at home. The cost of preparing one bag came to Rs11.50. Including other expenses, the net cost of 1 kg of bag turned out to be Rs14. Adding Re.1 of profit, they sold the 1 kg of detergent powder for Rs 15; much cheaper the market product. In the first round, they produced 80 kg powder and sold it in Mota Kothasana and its surrounded villages. After some time the demand for this powder was increased. To meet the increased demand they produced 320 kg of powder. This has led to employment and income of the group members.

During the survey, we came across successful woman who faced the distress situation and improved her economic situation. The following case shows that income levels can be improved.

A Successful Mangli Devi

Mangli Devi w/o Late Sh. Ramgopal khatik (SC) age 40 years belongs to village Udaipur kalan in Kishangarh block of Ajmer district in Rajasthan. She joined SHG, named Vijay Laxmi, on 05/07/2002 influenced by Aanganwadi worker (ICDS). She was not only literate but intelligent and had outside knowledge, so she was nominated for President of the SHG. She is also a commission agent in PGF Company and earned Rs 3000 per month. After becoming widow in 2005, she had to shoulder responsibility of not only running the house but also marriage of her daughters. She took a loan of Rs 30000 on 12 percent interest rate. After meeting her domestic needs through SHG loan, she thought of entering income generating activity. She chose to set up a mobile shop. She got Rs 25000 bank loan in 2008 at 12 percent interest rate for mobile repairing shop for her son in partnership with another person who is a mobile mechanic in nearby town Kishangarh (10 km). She earns Rs 30000 net income per year through this IGA. In 2009 she also got Rs20000 internal loan on 24 percent interest rate for house construction. Thus, she got extra income and her economic status improved. At present, she has no outstanding loan other than SHG. She also prefers to SHG for any kind of loan other than relatives and others. 

Loan on easy interest rate can change income profile of disadvantaged households. The case of Tara Devi and Indu Ben stands out on this count.

Bought a TEMPO by Bank Loan

Tara Devi w/o Roop Chand (OBC) age 21 years belongs to village Udaipur Kalan in Kishangarh block of Ajmer district in Rajasthan. She joined SHG on 21/08/2005 influenced by other women of the village. Jan Sikshan Sansthan, a NGO, had formed this SHG. She joined SHG only to get bank loan due to low interest rate. She is the President of the SHG from since the beginning as she is 7th class pass. At the time of joining of SHG, her husband’s salary as driver was Rs3000 per month. Her husband always wanted to have his own vehicle. She got Rs15000 bank loan in 2007 and bought a Tempo for Rs1.00 lakh. The remaining amount was mobilized from 3 others sources- Rs 15000 as bank loan on other SHG member’s name; Rs 50000 from relative at 24 percent interest rate and Rs 20000 own savings. Her husband ferry passengers in his tempo from the village to nearest town Kishangarh (10 km.) and earns Rs10000 a month as gross income and has Rs 6000 as net income. Thus, his income has doubled after IGA. After clearing the bank loan, she again wants Rs10000 internal loan from saving on 12 percent interest rate and intend to use it to repay old loan of the relative, which was on 24 percent interest rate. At present she has only Rs 5000 outstanding loan of relative. So after IGA, her income source just doubled from Rs3000 to Rs6000 a month and her husband has independent business. She got bank loan only being a SHG member otherwise it was impossible for her to get a bank loan.

Own Business –Mechanic Shop

Indu Ben w/o Kamlesh Naika (ST) aged 22 years belongs to village Endhal Vanjrifala, block Gandevi, district Navsari in Gujarat. She joined Amidhara SHG in 1st September 2004 formed by Gram Seva Trust (NGO). She joined SHG only for saving. She deposited her savings earned through agriculture labour. Her husband was a salaried mechanic at other’s shop in Navasari 25 km. away from home. He was getting salary of Rs1500 per month. Out of this, he was expending Rs500 in commuting to the work place. So he earned net income of Rs1000 per month. Indu Ben also depends on agriculture labour for extra income. When her husband becomes fully skilled mechanic, they thought of own mechanic workshop. She got Rs15000 bank loan through SHG in April 2008 at 11 percent interest rate. They invested Rs10000 in the workshop and the remaining Rs5000 was used for repaying old loan of her husband’s employer. In 2009, he needed some more money to invest in IGA. So she again got Rs5000 loan from SHG as internal (saving) loan. She repaid it in 10 equal instalments through income of IGA and also repaid Rs11000 of bank loan. By starting IGA, her economic status is better than earlier one as her income increased 4 times. Her dependency on moneylender has reduced after joining the SHG because she can easily get loan from SHG at very low interest rate in comparison to moneylender. By starting IGA, they have their own business so dependency on agriculture labour has also reduced.  

The loaning from SHG at times fall short of total investment and members in order to set up income generating activity may have to put funds from other sources. The case of Vijay Laxmi shows that she had to sell her ornaments to start the enterprise.

DHABA Funded by Bank Loan

Vijay laxmi w/o Prathvi Choudhary (OBC) aged 36 years belongs to village Bhalla in Bhawarana block of Kangra in Himachal Pradesh. She is a graduate. She joined Jagriti SHG on 08/02/2006 influenced by NGO worker of Gram Sewa Ashram (NGO). She joined SHG only for saving and credit. At the time of SHG joining she lived in a joint family and her husband was unemployed. On division of family, it was necessary for both husband and her to earn income. In 2006, she got Rs6000 bank loan with the help of NGO. She chose Dhaba (mini cooking restaurant) as IGA because her home was on road side and she was also excellent cook. They opened the door of their home on roadside and dhaba started functioning. Initial investment was of Rs14000. Remaining amount of Rs8000 adjusted by sold of jewellery. In short time her dhaba became famous due to good quality food. She was able to repay the bank loan in one year through income from IGA. In 2007, she again got Rs20000 bank loan and invested Rs15000 on purchase of a freeze, phone and gas and Rs5000 on repairing the dhaba. In 2008, she got Rs7000 as 3rd bank loan and invested in furniture. Today she with her husband has a successful business and earns Rs1000 daily as gross income and net income Rs 400. She thanked SHG and NGO for this because she knows that it was impossible for her to get bank loan without SHG. Her economic and social status changed. She repaid her all loans and is having saving of Rs7000 in saving bank account. She has also added STD booth in dhaba.

It is also witnessed that short term activities can help in mitigating risk of micro-enterprise and help generating good income as shown by the following case study.

Seasonal IGA on Diwali Festival

Kanchan w/o Ranjit Lal (OBC) is a resident of Viratnagar, Jaipur. She joined the SHG on 14/2/1997 influenced by NGO worker. She joined SHG only for saving and to get loan in emergency easily at low interest rate. Her husband is a farmer. She was engaged in animal husbandry and NREGA. There was no other source of income. She got loan every year but used for purposes other than IGA. In 2009, due to low production in farming, her husband thought for extra income through any IGA but needed money for it. She got loan through SHG of Rs19500 as internal loan in 2009. She used Rs 9500 to repay the old loan and the remaining Rs 10000 was put in posters, pataka shop on diwali in the nearby town. They choose it because they thought in short time they get more income. Her husband and son worked for 2 months during diwali season and earned Rs15000 net income. So this short period IGA was successful for them than the long- term IGA. There was no failure risk. So after success in the first year, they now set the shop every year with the loan from SHG.
Diversified portfolio can help poor tide over poor economic situation as shown below.
Story of Landless to Landholder

Bataro Bai w/o Somu Lal (ST) age 40 years belongs to village Mandipura, block Kesla, District Hoshangabad in Madhya Pradesh. They mostly depended on wage labour for livelihood due to poor condition and land less. Bataro Bai has large family of 7 members with 3 daughter and 2 sons. She joined Laxmi SHG in 1998 formed by PRADAN NGO. She joined SHG only for saving and credit. She heard about IGA’s in cluster meeting and thought for own IGA as agriculture. She bought 2 acres of agriculture land in 2002 with the help of SHG of total cost Rs30000. She got Rs10000 loan from SHG and remaining Rs20000 was obtained from relatives without any interest. After it, they both get employment in farming and earn Rs10000 net income per year.

Production                                                      Expenditure 

Maize- 2Qtl.x 1000=Rs2000                        Water rent  =  Rs1200

Wheat-6Qtl. x 1200=Rs7200                        Tractor rent= Rs900

Paddy-3Qtl. x 2000=Rs6000                        Ox rent       =  Rs800

Fodder                    =Rs2000                         Fertilizer    =  Rs1600

                                                                        
Thresher     =  Rs2500  

Total Production=Rs17200                          Total Expenditure=Rs7000

Net income= Rs10200 (average Rs10000 per year.)

Through this income, she first repaid the old loan of SHG and relatives and then thought for other income source. Being a SHG member, Bataro Bai was also able get a poultry farm shed at a total cost of Rs22000. She got Rs15000 subsidy from NGO and invested Rs7000 from agriculture income. Their income from poultry farm is around Rs. 20000 per year. After becoming a SHG member her economic condition has changed significantly with an annual net income of Rs30000. She also has added durable assets as agriculture land and poultry farm shed. She is thankful to SHG and NGO for this achievement. She has become a landholder from a landless due to SHG.

Micro-enterprises funded through SHGs also face competition and losses can be incurred as witnessed by Koshalya Ben.

  General Shop

Koshalya Ben w/o Sh. Kanti Bhai (OBC) aged 35 years belongs to village Vatsagal of Gandevi block of Navsari district in Gujarat. She joined SHG on 22nd June 2004 only for saving and to get bank loan through SHG. Gram Seva Trust (NGO) formed this SHG. After 2 years membership of SHG, she thought of setting up a general shop additional income. She is 12th pass, so it is easy for her to maintain records. For the shop, she got Rs10000 bank loan in 2006. She sells grocery items and furniture. At that time, there was no other shop in village. So she got per day gross income of Rs600-700 and net income of Rs.150-200 per day. So her economic status has changed. But sale and income decreased in the subsequent years. In 2007, the sales reduced to Rs 400-500 and then to Rs. 50-100. Other villagers also opened shops inspired by Koshlya Ben. So competition reduced the turnover. This reduced the income. In 2009, it become loss making business due credit (udhari) of Rs2000-3000 and they were not able to recover. So finally she closed the shop in 2009 and cleared the bank loan by taking internal loan of Rs2000.
Groups have helped poor women to get back leased out land for livelihoods as exhibited the two cases detailed below.

Relieve the Lease Land with the help of SHG

Kanchanba Chauhan, a 2nd standard pass, is the president of Shri Bajarangbali Mahila SHG in Samarapur village. Kanchanba is honest women with good writing skills. She does administrative work very well and also explains it to illiterate women. Kanchanba has four children. They possessed irrigated land. However, 7 years ago due to heavy rains and their kuccha house was destroyed. They had no alternative except to lease in irrigated land for Rs.18000 per year and also worked as labourers. After 5 years, Kanchanba got Rs20000 loan from her SHG and got back her land. They now grow wheat and tobacco. They are paying back the loan. 

Land Mortgage by Bank Loan

Kanchan w/o Balwant Singh Chouhan (OBC) aged 40 years belongs to village Samrapur, block Satlasana in Mahesana (Gujarat). She joined Bajrang Bali SHG on 1st January 2001 formed by VIKSAT. Main reason to join the SHG was to reduce dependency on moneylender because at that time moneylender provided loan at high interest rate on collaterals like land, jewellery etc. and SHG provided loan at low interest rate without any collateral. Before joining the SHG, the economic condition of family was poor. Livelihood depended on labour and agriculture. Due to small land holding, they were unable to combine with animal husbandry (1 bigha land mortgaged out to moneylender). Her father- in- law has 3 bighas land of which 2 bighas is cultivable land. He mortgaged- out 1 bigha land to a moneylender for a loan of Rs20000 for daughter’s marriage in 1990. This loan was free of interest because moneylender cultivated that 1 bigha land. She got Rs20000 bank loan in 2003 and used it to free the mortgaged land. Then she got another loan of Rs15000 loan from NGO in 2007 and bought a buffalo. This loan was repaid though income from agriculture and animal husbandry. Then in next 2 years she bought 2 more buffaloes from her own income. At present she has 3 buffaloes. According to Kanchan if she had not joined the SHG, then it was very difficult for her family to get back the land mortgaged and add animal husbandry. After joining the SHG, her family’s life cycle also changed because income sources are increases and dependency on moneylender reduced.

For the poor household possession of an income generating asset is important and its loss can be difficult proposition too.

Buffalo Died after Six months

Santosh w/o Lalit Kishore Swami (OBC), aged 37 years from village Gopinath ji ki Dhani of Viratnagar block in Jaipur district joined Mahila Bachat Samooh. Micro Development Organization (NGO) located at Jawanpura (Viratnagar) came to village and organized a meeting for women and explained about SHG in details. After discussions, they formed a group. She joined the SHG only for saving and credit. Before joining the SHG, Santosh’s economic condition was good. Her husband was not only a farmer but also a priest. He was also working on own tractor. The family possessed buffaloes and cows. In the beginning, she got less amount of loan due to low savings of the group which was used for household consumption. In 2007, she got Rs10000 as internal loan and Rs10000 as internal loan on other member’s name because it was impossible to her to buy a good quality of buffalo in Rs10000. She bought a buffalo for Rs20000. She choose buffalo as IGA because she familiar with rearing of it. After six months the buffalo died due to illness. She was in dent of Rs.20000 plus interest. She had to borrow from other sources to repay the loan. The asset loss put her in debt. Due to this loss, she never thought for another IGA in future. 

Failure of Caste Occupation due to Credit

Sharda Devi w/o Bhogi Lal Tailor (OBC), aged 38 years of village Vajapur of Satlasana block in Mahesana district (Gujarat) joined SHG called Dharti. Before joining the SHG, Sharda Devi’s husband was working as diamond worker in Surat. Husband migrates to Surat alone. In 2001 Viksat located in Satlasana came to village Vajapur and organized a meeting of women and explained the benefit of SHG. Sharad Devi realized that by joining the group, she would have some saving and this can be used during emergency or when she is in need. Hence, she joined SHG on 08/05/2008. Owing to decline in diamond business her husband lost his job. They thought of own- business of tailoring as it is their caste occupation. At that time, there was no other shop in the village. In 2007, she got Rs10000 bank loan through the group and invested in tailoring shop. She bought one interlock and one sewing machine of Rs 9500 and other material for Rs5000. She took shop on rent of Rs250 per month. Her husband worked as tailor and earned Rs 3000-4000 net income per month in the beginning but the income has reduced afterward due to competition in the village with new shops coming up and customers demanding credit. So they started incurring losses. They had to even pay the rent from their pocket. So after six months the shop was closed. Due to failure of IGA, she was unable to repay the bank loan. It was repaid by the income generating from wage labour. In present her husband and son work in other’s tailoring shop as a worker. 

3.13
Conclusions

The survey of members of SHGs reveals that most are happy with SHG movement. Immediate needs for funds are fulfilled though interest rates charged are high, but no one complained. Not all have set up micro-enterprises and milk based activity is more prominent as market channels are developed. Education level of most members is below primary or no education. Main occupations of members include animal husbandry, NREGA, housewife, agricultural wage labour. Income sources of the households are agriculture, dairy, salaried jobs and non-agricultural wage labour.  The average annual income is relatively high across states; Rs.97398. This means households are not relatively poor. 

There are very few unmarried, divorced and separated category members. It appears that poorest of poor are left out- scheduled caste from micro-finance movement as is evident from our sample households. It is revealed that 59.3 percent members presently put their households as non-poor. The average age of members in the sample is 39.7 years. The sample average family size is 5.2. Not all households have agricultural land. There are 735 households owning land (735%) with average holding of 1.53 acres. 48.9 percent live in pucca house while 33.3 percent reside in semi-pucca house and the remaining live in kutcha house. Most own the house they live in across states and also have electricity. It is only in Rajsathan that 14.8 percent households do not have electricity in their houses. 

Respondents have cited a variety of reasons. The most important one is for saving and credit (36%), followed by to get loan in need/ emergency easily at low interest rate (23.55), only saving (14.8%) and influenced by SHPI/ other SHG members (9.1%).

90 percent members reported regular meetings of groups, though the lowest proportion is from Madhya Pradesh (81%). A higher percentage of members from Madhya Pradesh and Rajasthan reported meetings happening occasionally.

The causes of poor attendance in group meetings include engagement in wage labour and opportunity cost is high of attending the meetings and most members are from Madhya Pradesh. Poor health is another reason.

Savings contribution to group varies from a low of Rs.10 to Rs.200. Most members contribute Rs.50 or Rs.100. 88 percent members characterize their savings as regular and this percentage varies between 67.2 percent in Madhya Pradesh and 98 percent in Gujarat. The main cause of poor savings habit is low income and majority from Madhya Pradesh cited it.

Only 4 percent contribute more than scheduled compulsory savings and most are from Madhya Pradesh (38) and 2 from Rajasthan.

Inter loaning is high. There are cases who have borrowed 15 times. Thus repeat loan is common. The interest rates vary between zero interest rate to 30 percent. However, majority of members have obtained loan at 24 percent followed by 12 percent and 18 percent. The main purposes of borrowing are: consumption (26.72%) followed by farm activities (14.59%), medical exigencies (11.32%), house repair (10.74%) and income generating activity (IGA- 9.92%).

Members have recurring deposits, fixed deposits and regular savings account. Some also have voluntary deposits with SHG too.
It is found that only 20.3 percent members have taken loan for income generating activities. This percentage varies between 13.6 percent in Madhya Pradesh and 26.8 percent in Himachal Pradesh. Dairy (buffalo rearing) tops the list of IGAs. This activity has daily cash flow which is suitable for poverty reduction if all other factors are provided for like fodder, marketing channels etc. It is found that familiarity with work is the most important reason cited in all states except Madhya Pradesh. It is followed by demand for product/ service exists. The other reasons cited are easy availability of raw material, limited capital required, can manage with household chores, caste based occupation, and loan was given for the particularly activity only. It is the husband who helps in marketing (78 cases) and it is more so in all states except Madhya Pradesh. In 57 cases member herself does the marketing. And son contributes in 25 cases. This reflects on poor gender empowerment.
Finally, it may be stated that SHG movement financing has reduced dependency on moneylenders, enhanced financial inclusion. Many households have been able to buy durable assets in the past three to four year in terms of TV, washing machine, cows, buffaloes, farm equipment and so on. This means that poverty reduction took place. Besides, the present income is far greater than even the incomes reported in NSSO 59th round on farmers for farmers. The survey also shows that if little better off individuals are provided low interest finance then, greater chances are there for them to come out of poverty situation. However, these households also show that existing asset based is important as most households had land and other assets to rely up on. Repayment is a problem in a sense that money for repayment is taken from other sources and also new loans used to repay the existing loans.

Chapter 4
Impact on Poverty: Some Evidence
Most observers agree that microfinance program is more popularly used in many countries as an intervention strategy of poverty eradication, employment generation and small enterprise creation.  It enables the poor to save, and thereby, improve their confidence and reduce vulnerability. It also enables the poor households to borrow for consumption and production purposes and reduces their dependence on informal sources of credit
.  Loans for production purposes would enable the poor to improve their agricultural production and/or enable them to undertake income generating activities that could alleviate poverty. In total, one of the important objectives of microfinance programme is to help poor escape from poverty through access to financial services. In this context, carrying out impact assessment to understand how far microfinance has been able to contribute towards poverty alleviation has great relevance. In this chapter we attempt that.
Impact assessment of microfinance on poverty is not easy to estimate in practice. It poses difficulties both at the conceptual and practical level. The major conceptual level difficulty arises due to fungibility of loan funds. At the borrower level, it is likely that loans may either get diverted for other purposes or even substituted for own or other sources of funds resulting in no incremental changes on the economic conditions. Thus, isolating and attributing the impact of loan funds often becomes difficult. 

For this study, we did a wealth-ranking exercise for each sample household to assess the impact of microfinance under the assumption of inverse relationship between economic wellbeing and level of poverty. In other words, higher the economic wellbeing, lower would be the level of poverty and vice versa. An attempt has also been made to estimate the outstanding loan of members’ households from sources other than the SHG to assess the impact of microfinance programme on indebtedness. 

4.1
Wealth Rank Categories for Poverty Assessment

Considering the socio-economic indicators reflecting the quality of life in rural areas, size of landholding, type of house, possession consumer durables and other assets holding including farm equipments and livestock animals have been used to estimate the wealth ranking of a household. The quality of the house has been categorised as pucca, semi-pucca and kutcha. As few households had irrigated land, the same has been standardised to calculate their actual size of landholding
. Each indicator is given a particular score depending on the quantity or quality and/or approximate market value. Each household assigned a score based on their access or ownership in an ascending order for each of the indicators. The scores of the ith household on all these parameters are then summed to create an aggregate score. The aggregate score of each sample household is then added and divided total sample size to arrive at the mean level score. Finally, a household is categorised as poor if it’s total score value falls below mean level score. An additional 5 points was added with the mean level score and the household which falls below this is categorised as borderline non-poor. The remaining households are categorised as non-poor. The calculation process of wealth ranking of SHG members’ households is presented in Table 4.1.  
Based on the above score, the distribution of SHG member households by their wealth rank classification is presented in Table 4.2. The overall sample findings shows that 38.3 percent of SHG members’ household are poor. Another 28 percent fall under borderline non-poor and the remaining 33 percent found to be non-poor. By comparison, the rural poverty estimates for the sample states are: Gujarat 14.7 percent, Himachal Pradesh 7.9 percent, Madhya Pradesh 33.1 percent, and Rajasthan 15.3 percent (61st round NSSO). This figure was 24.51 percent at all India level. 

Table 4.1: Wealth ranking of households

	Sl. No.
	Indicators
	Weight

	1
	Type of house
	· Kutcha = 1

· Semi-pucca = 2

·  Pucca = 3

	2
	Size of landholding (in acre)
	· Landless = 0

· 0.00 - 1 acre = 1

· 1 - 2 acre = 2 

· 2 - 3 acre = 3

·  > 3 acre = 4

	3
	Radio,
	1

	4
	Stove (gas)
	2

	5
	Stove (Kerosene)
	1

	6
	Electric fans
	1

	7
	Bicycle 
	1

	8
	Scooter/Motor cycle
	4

	9
	TV
	2

	10
	Mobile phone
	2

	11
	Refrigerator
	3

	12
	Washing machine
	3

	13
	Dug well
	3

	14
	Bore well
	3

	15
	Camel/bullock cart
	2

	16
	Diesel pump set
	2

	17
	Electric motors
	2

	18
	Sprayer
	1

	19
	Seed driller
	1

	20
	Power tiller
	4

	21
	Tractor
	5

	22
	Cow 
	1

	23
	Buffalo (she)
	1


Table 4.2: State-wise distribution of households by their wealth ranking 

	States
	% of households by wealth ranking
	Total

	
	Poor
	Borderline
	Non-poor
	

	Gujarat
	42.0
	27.6
	30.4
	 100    (250)

	Himachal Pradesh
	18.4
	32.8
	48.8
	 100    (250)

	Madhya Pradesh
	58.4
	26.4
	15.2
	 100    (250)

	Rajasthan
	34.4
	28.0
	37.6
	 100    (250)

	Overall
	38.3
	28.7
	33.0
	 100    (1000)


Across the states, Madhya Pradesh and Himachal Pradesh had the highest and the lowest percentage of poor households respectively. These data represent the poverty status of member’s household at the time of the survey, where the majority of them had been member in SHG for at least 4 to 5 years. Analysing the data further, we can compare the wealth rank of member’s household by time of membership to explore the hypothesis that there is a greater likelihood of more recent members being poor and an upward shift in wealth-rank profile with higher years of membership.   
Years of membership-wise distribution of households by their wealth ranking is presented in Table 4.3. The proportion of poor households and years of membership moves in a negative direction. In other words, with respect to increasing years of membership in a SHG, the proportion of poor households has been decreasing. Interestingly, the rate of shift of borderline and non-poor households is relatively more for households having more than 7 years of membership compared to households having membership for less than 7 years. It shows that the wealth ranking of the households increases as the years of membership goes up. This finding is also reflected from the positive correlation coefficient (Table 4.4) between wealth ranking score and years of membership (r = 0.11 and significant at 1% level).  Notably, the wealth ranking score has a negative correlation (r = -0.06, significant at 5% level) with number of time taken loan through SHG, whereas the correlation coefficient between wealth ranking and total amount of loan obtained through SHG was found to be positive (i.e., r= 0.17) and significant at 1 percent level. This indicates that as the volume of loan size increases, the wealth ranking score of the household also increases. 

Table 4.3: Years of membership-wise distribution (in %) of households by their wealth ranking 

	Years of membership
	Wealth ranking
	Total

	
	Poor
	Borderline
	Non-poor
	

	<= 5 years
	42.7
	30.1
	27.3
	100    (286)

	5.00 - 7 years
	44.7
	28.0
	27.3
	100    (282)

	> 7 years
	31.3
	28.2
	40.5
	100    (432)

	Overall
	38.3
	28.7
	33.0
	100    (1000)


Note: Figures in parentheses denote number of household. 
Wealth ranking-wise average income of the household is presented in Table 4.5. As expected, the average annual income of the household increases with respect to wealth ranking classification. Looking at the state-wise figure, it is seen that households from each category in Himachal Pradesh had highest average annual income followed by Gujarat, Rajasthan and Madhya Pradesh. Significant to note here is that, the state having lower per cent of poor has the highest average annual income of the household and vice versa.
Table 4.4: Bivariate correlation coefficient 

	Variables
	Wealth ranking score
	Years of membership in SHG
	No. of times obtained loan through SHG

	Years of membership in SHG
	0.11 *
	-
	-

	No. of times obtained loan through SHG#
	- 0.06 **
	0.15 *
	-

	Total amount of loan obtained through SHG
	0.17 *
	0.29 *
	0.58 *


 Note: * and ** indicate correlation is significant at 1 % and 5 % level. #- This includes data since the financial year 2006-07.
Table 4.5: Wealth ranking-wise average annual income (in Rs.) of households

	States
	Wealth ranking
	Total

	
	Poor
	Borderline
	Non-poor
	

	Gujarat
	53907
	76217
	172378
	96080

	Himachal Pradesh
	60107
	114654
	216935
	154530

	Madhya Pradesh
	41862
	57732
	114232
	57052

	Rajasthan
	47537
	62811
	130714
	83088

	Overall
	48630
	79678
	170287
	97688


Table 4.6 presents data on average per capita income per day across states. As per NSS 61st round (2004-05) consumer expenditure unit level data, the Government of India- poverty line for the urban areas was fixed at Rs.538.6 and for rural areas Rs.356.3 per month, i.e., people in rural India who earn less than Rs.11.87 rupees per day. This actually translates to Rs.4275.6 per annum for rural Indian or US $95 per year. However, according to UN’s Microcredit Summit Campaign Report in 2004, people live in absolute poverty are those who earn less than 1 US $ a day.  

Table 4.6: Distribution of households by level of average per capita income per day

	States 
	Proportion of households by level of average per capita 

income (in Rs.) per day 

	
	< 15
	15-30
	30-45
	45-90
	 ( 90
	Total

	Gujrat
	5.2
	25.2
	26.0
	29.2
	14.4
	100  (250)

	Himachal Pradesh
	1.6
	11.6
	15.2
	35.2
	36.4
	100  (250)

	Madhya Pradesh
	23.6
	42.0
	18.0
	13.2
	3.2
	100  (250)

	Rajasthan
	7.2
	36.4
	26.4
	20.8
	9.2
	100  (250)

	Overall
	9.4
	28.8
	21.4
	24.6
	15.8
	100  (1000)


Note: Figures in parentheses denote number of sample households.
Thus, as per Microcredit Summit Campaign Report, 59.6 percent of households will fall under below poverty line (Figure 4.1). Significantly, for the sample state as a whole, 9.4 percent families earn less Rs.15 per person per day. This figure is quite prominent in Madhya Pradesh, followed by Rajasthan, Gujarat and Himachal Pradesh. Overall, 83.6 percent households have less than 1 US$ per person per day in case of Madhya Pradesh. The same was 28.4 percent, the lowest, in case of Himachal Pradesh. Nevertheless, in the context of poverty reduction goals, we do not find a clear shift up out of poverty even after 4 to 5 years of membership as more than half the members are still poor i.e., earn less than 1 US$ per person per day. 

Figure 4.1: Percentage of households having less than 1 US $ average per capita income per day

[image: image7.png]Gujarat HimachalPradesh Madhya Pradesh Rajasthan Overall





4.2
Impact of Microfinance on Indebtedness

About 70.2 per cent members’ household have no outstanding loan from sources other than the SHG (Table 4.7).  Elsewhere, it is mentioned that there was a decline in the share of moneylender’s loan from 66 to 15 percent for SHG members
. Another study commissioned by DHAN Foundation stated that nearly 51 percent of the members closed their old debt with the money lenders using SHG loans
. Apparently, 19.5 percent households had outstanding loan within the limit of Rs.25000. Only about 4.8 percent household had more than Rs.50000 outstanding loan from sources other than SHG. Thus, a foremost impact discernible is the reduced dependence of SHG members’ households on informal sources of credit.

Table 4.8 provides data on years of membership and status of households’ outstanding loan from sources other than SHG. The data reveals that as the years of membership increases, the percentage of households depending on non-SHG sources for loan decreases. However, there is a paradox of this finding for households having membership in SHG for more than 7 years. This clearly shows that the dependency on non-SHG sources for loan has increased for few households even if their membership has continued for more than 7 years. This reveals that SHG cannot fulfil the credit requirement of some households, perhaps who are demanding bigger size of loans. There are also studies which have found only a limited impact of SHGs. Das (2005) was of the view that microfinance seems to have played a more critical role in facilitating clients to cope with situations rather than deal with life cycle events in a sustainable manner
.     

Table 4.7: Distribution of households by their outstanding loan from sources other than SHG

	
	% of households by their amount of outstanding loan 

	
	Having no outstanding loan from sources other than SHG
	Below Rs.25000
	Rs.25000- Rs.50000
	More than Rs.50000
	Total 

	Gujarat 
	78.0
	16.8
	2.4
	2.8
	100  (250)

	Himachal Pradesh 
	68.0
	17.6
	8.8
	5.6
	100  (250)

	Madhya Pradesh
	70.0
	25.2
	2.8
	2.0
	100  (250)

	Rajasthan
	64.8
	18.4
	8.0
	8.8
	100  (250)

	Overall
	70.2
	19.5
	5.5
	4.8
	100  (1000)


Note: Figures in parentheses denote number of sample households.

Table 4.8: Years of membership and status of households’ outstanding loan from sources
                   other than SHG

	Years of membership
	% of households having no outstanding loan from sources other than SHG
	% of households having outstanding loan from sources other than SHG
	Total

	≤ 5 years
	72.7
	27.3
	    100   (286)

	5.00- 7 years
	75.5
	24.5
	    100   (282)

	> 7 years
	65.0
	35.0
	    100   (432)

	Overall
	70.2
	29.8
	 100   (1000)


Note: Figures in parentheses denote number of household.
Table 4.9 provides information on the pattern of loan utilisation by member borrowers. The data reveals that members are making use of SHG loans for diverse purposes. Use of loan for consumption purposes no more remains a major items of utilisation. Members are increasingly using the SHG loans for house repairing or construction. SHG members are also using a quite significant proportion of SHG loans for regular economic activities including animal husbandry, agriculture and petty business. Health (6.5%), education (4%), marriages and other social function (9.1%) are some of the areas where SHG loans are being increasingly used. 

Table 4.9: Purpose-wise utilisation of loans (in %) obtained through SHG

	Purpose
	Sample states

	
	Gujarat
	Himachal Pradesh
	Madhya Pradesh
	Rajasthan
	Overall

	Consumption
	5.9
	11.0
	10.7
	12.2
	10.4

	Marriage
	5.3
	6.9
	8.6
	6.2
	6.7

	Repayment of old debt
	9.5
	3.7
	8.4
	18.2
	11.4

	House repairs/ construction
	16.1


	30.3


	14.5


	15.6


	18.5



	Other social functions
	1.2
	1.1
	4.2
	2.7
	2.4

	Medical exigencies
	8.7
	3.3
	7.7
	6.4
	6.5

	Purchase of land
	0.9
	0.0
	0.0
	0.6
	0.4

	Acquiring assets other than land
	2.3


	1.4


	2.5


	2.9


	2.4



	Education
	5.6
	6.0
	2.8
	2.7
	4.0

	Farm activities
	15.3
	3.8
	10.2
	10.7
	10.0

	Other IGA
	5.5
	17.9
	12.5
	7.0
	10.1

	Relending
	1.9
	1.9
	1.5
	6.3
	3.5

	Acquiring livestock animals
	14.8


	12.3


	0.9


	6.8


	8.2



	Premium of LIC/ other investment
	0.0


	0.2


	0.0


	0.0


	0.1



	Purchase of fodder
	6.8
	0.2
	15.4
	1.4
	5.2

	Others
	0.2
	0.0
	0.0
	0.4
	0.2

	Total
	100

(3282086)
	100

(3630341)
	100

(3696228)
	100

(6747486)
	100

(17356141)


Note: Figures in brackets denote total amount of loan taken by members through SHG.

Figure 4.2: Percentage of households utilised SHG loan for repayment of their old debt
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On an average, 11.4 percent (the second highest) of loans obtained through SHG has been utilised towards repayment of old debts. This is directly or indirectly helping member borrowers getting escape from the clutches of money lenders and other informal credit providers that charge higher rate of interest. It is observed that 22 percent members’ household had used SHG loans for repayment of their old debt (Figure 4.2). This figure was as high as 44.4 percent in case of Rajasthan and as low as 6.8 percent in case of Himachal Pradesh. 

Since the financial year 2006-07, 70.2 percent of members’ households have not used credit obtained through SHG for old loan repayment. This indicates that microfinance programs have contributed significantly in reducing dependency of poor households on unorganised market for their credit requirement.   

4.3
Conclusions

This chapter has dealt with impact assessment of microfinance at the household level by considering their wealth-ranking under the assumption of inverse relationship between economic wellbeing and level of poverty. Based on the wealth ranking method, 38.3 percent and 28.7 percent members’ households found to be under poor and borderline non-poor category respectively. Importantly, an upward shift in wealth-rank profile with higher years of membership was observed.  In other words, more per cent of recent members’ households were being poor.  As expected, the state having lower per cent of poor has the highest average annual income per household and vice versa. Through credit obtained from SHGs, the members have made efforts both to protect their families from various vulnerabilities as well as build their economic base to escape from poverty. Importantly the members of the SHGs have been able to reduce their dependence on informal sources of credit significantly. 

Chapter 5
NGOs and SHG Movement

In this chapter we detail the NGOs and other SHPIs that have stakes in micro-finance movement in the states covered by the survey. It provides information on how these institutions went about doing their business. The ideology and processes followed are different by different organizations. Even the entry points in the communities are varied as would be depicted by study of various SHPIs.
5.1
PEDO (Peoples Education Development and Organization)

PEDO was established in 1981 in Tilonia of Ajmer district (Rajasthan) for social work & research centre. In 1987, it was registered as PEDO in Mada town of Dungapur district to work on education, environment and women’s empowerment. Its entry into micro-finance was driven by 1987-88 drought in Rajasthan when large scale migration took place of head of household migrate for livelihood and women were left with responsibility of running the household. Women would borrow at high interest rate with collateral like jewelry, land etc from moneylender. PEDO thus made a plan for villagers to come out of clutches of moneylender through group formation and mobilizing savings. It first formed a 40 member women group for internal saving. Saving started from 50 paisa per month than increase Rs 1, Rs 2 (at that time there was no SHG concept in Rajasthan). After collection of some saving, the group started inter-loaning for education, delivery health, PDS, fodder, animals. Small loans were issued for getting back the collateral assets from moneylenders. Suddenly PEDO found that large amounts of savings been generated through the group. It started spreading the concept in the entire Dungarpur district. In the process it became difficult for it to handle the increased work load. A sub-project became a large project in itself. Thus, to manage savings, PEDO opened accounts in the post office. It also needed technical assistance and so appointed a consultant from “JUMANI FOUNDATION”, Ahmedabad in 1995 who prepared a report after a research of 3 month on these groups. It was suggested that the project area that as expansion ahs taken place, there is a need for rules & regulation for proper management. As PEDO staff is supporting the activities, there is some liability on these groups to provide for staff. In 1995-96, PEDO restructured these groups as a SHG model in federation process. The old group were broken were divided into 20 members groups. PEDO also approached Zila Parishad, Inter Corporation (Switzerland) and SRTT (Sir Ratan Tata Trust) for additional funds.  There are now total of 12 federations in 4 blocks of Dungarpur district (Dungarpur-1, Aaspur- 2, Bichhiwara- 4, Simalwara- 5). 10 Federations work independently without any support from PEDO. All expenditures of these 10 Federations are born by SHGs through clusters. PEDO has adopted the following model:
SHG (20 Members)

↓

CLUSTER (20 SHGs)

↓

FEDERATION (8 Clusters)

SHG:

A group of 20 women members is called a SHG. A group has one President and one treasurer. A SHG is also divided into 4 sub-SHGs with 5 members each areas-wise. In the sub-group, there is one sub-leader who is responsible for 4 other members. If any member is absent, the sub- leader collects her saving and deposits it. President and treasurer of SHG are the members of cluster group. SHG meeting is held on fix date of a month, but not at a fixed place. It periodically rotates at every members home. SHG account is with a bank and is maintained by the leader. By law, it is compulsory to deposit savings in a bank at the time of opening of the account. SHG meeting is held in the presence of field representative of PEDO who is employee in federation on salary basis. This person maintains all records of SHG and organizes two meetings a day.
Cluster:
A group of 20 SHGs is called as a cluster i.e there are 400 members of a cluster. A cluster is controlled by field representative. All 40 leaders of 20 SHGs are members of cluster committee. One cluster President is elected from amongst the 20 Presidents and one cluster treasurer from 20 treasurers. The cluster President and Treasurer are the members of Federation committee. The cluster meeting is held on 18-22 of every month and two meetings are held in a day. In cluster meeting, the leader presents their SHG’s progress report, credit and planning.

Federation:
A group of 8 clusters is called a federation, which is controlled by a salaried federation coordinator. There is a federation President and a Treasure elected from amongst 8 cluster Presidents and Treasurers. Thus, one federation has 8 clusters representing 160 SHGs, 3200 members across 30 to 35 revenue village and 8 to 10 gram panchayats. Federation committee has two parts viz., General Body (meets 2 times a year) and Executive Body (meets 2 times a year). General Body has 160 members- one member from each SHG who is not on any post in SHG. In GB meeting the agenda is shared amongst members and bylaws also reviewed. The penalty, fines, interest rate less or more are decided in this meeting. Executive Body has one Federation President (paid Rs.75+TA within state and Rs.100+ TA outside state), one Federation Coordinator (salary Rs6250), one Federation Accountant (salary Rs.5000), one Computer Operator (salary Rs.3500) and 8 Field Representatives (salary Rs.2000-3500). Federation President is elected from amongst eight cluster presidents. The field representative attend SHG meeting and maintain their record. There is a one yearly meeting of executive body in federation for communication in SHG’s and to solved problems of SHG’s. There is a federation expenditure of Rs.5-7 lakh per year on staff salary, TA, DA, office rent, stationary, phone, vehicle and other expenditures. As regards the income of the federation, annual fee of Rs100 per SHG member is collected (Rs.320000). Initially, the fee was Rs 10 at the interest rate 24 percent up to 2006 and in 2007-08 it increased to Rs 50 at the interest rate 18 percent. One percent commission is charged on all loans up to Rs.5000 taken by SHG member (either internal or bank loan). For amount of more than Rs.5000 and up to Rs.40000, first request is submitted in format and sanction is granted in cluster meeting. It then moves to federation office and federation’s executive body sanctions it from PEDO office. After it is sanctioned from PEDO office, the member gets loan in next SHG meeting. 
5.2
HVVS (Hanuman Van Vikas Smiti)

HVVS is registered in Sakroda village of Girwa block in Udaipur district. The NGO works in 3 blocks of Udaipur district viz., Girwa, Mawli and Bhinder in the areas of education, health and women empowerment. It entered SHG movement because the NGO felt that villagers pay high interest rate to moneylender and they have to provide land and jewellery as collateral. HVVS formed SHG’s first in 1990. The first SHG was male SHG in 1990 which failed. So HVVS started working with women and firmed female SHG in 1992. A SHG consists of 10-25 members. In old groups, there are only 2 leaders i.e. president and treasurer but in new groups since 2008, 3 leaders are appointed, the additional being secretary. Initial SHG only saved and did inter-loaning. Banks linkage was provided in 1995-96. SHG meeting is held on a fixed date of every month (in variable between 6th and 21st) in presence of cluster SHG worker who maintain their all records. Byelaws are compulsory for all SHG’s. Penalty on irregular saving is compulsory for all members according to SHG as Rs. 5/11/21 penalty on irregular repayment of loan is also compulsory. Savings are used as inter-loan and the remaining amount is deposited with the bank. Every member has her individual pass book for saving and loaning. For absence from meeting, ‘bindi’ is the fine and the colors used green and black bindis. 
Cluster:
HVVS started cluster model in 2004. One cluster consists of 20 to 25 SHGs and there are 9 clusters manned by 5 workers. There is a cluster SHG worker for each cluster who control cluster and is not the member of any SHG. But his/her family member may be part of any SHG. Cluster SHG worker is a salaried worker who is appointed by HVVS. His/her salary is paid by SHG members. Every SHG member pays Rs. 50-80 annually in April once for cluster’s expenditure. This amount is used for workers salary, office rent, TA/DA, stationary & others. This amount is deposited in cluster bank account and is maintained by cluster president and secretary. Cluster SHG worker attends SHG meeting of his/her cluster. He/she attends per day 2-3 SHG’s meetings. He/she maintain their records, saving and loaning. There is monthly meeting of every cluster in cluster office between 4th and 9th of the month. Two members from each SHG attend this meeting routinely. For absence, a fine of Rs.5/11/21 is laid. Cluster SHG workers meeting is held in NGO office on 27th for Girwa and Bhindar block and 1st for Mawli block of every month. Cluster worker must be within the range of cluster unit. Cluster SHG worker maintains meeting register (documentation of every SHG meeting recorded in this register other agenda’s also shared as who attend this month cluster’s meeting), member register (in this register every members saving and loaning account is maintained), M.I.S (management information system) account of members by the names, saving and loaning. One copy is kept with SHG and the other copy is with HVVS), individual pass book (there is individual pass book for every member for individual saving and loaning), and loan format (processor to get loan with 2 guarantors). Every SHG member contributes Rs.50-80 per year in April for cluster expenditure. This amount is fixed according to the size of SHG. This amount is deposited in cluster bank account and is maintained by cluster President and Secretary. This amount is average Rs.30000. This fund is used in workers salary, office rent, Stationary & TA/DA. Cluster worker get salary of Rs.2000 to 2500 and TA of Rs. 150 per month. Total expenditure of all 9 clusters averages Rs. 2 lakh. HVVS got funds from NABARD and Sir Ratan Tata Trust during 2002-2005. In 2005 after withdrawal of SRTT only one post is there of cluster worker and other posts have been done away with.

5.3
Micro Development Organization (MDO)
MDO was established in 1984-85 in Jawanpura village of Shahpura block to work on children. Later on, MDO formed men groups for village development as agriculture and animal husbandry (for manure, fertilizer, horticulture) are important activities. Group members were taken on exposure visit to horticulture farms in Haryana and Mathura. In 1994, MDO formed a 35 women group of 40-45 aged in Kukdela village and took them on a six days educational tour of Nagore, Jaisalmer, Jodhpur districts. MDO tried opening a group account in post-office, but failed. Post-office agreed for individual account of 2 members. Finally, it opened an account of 2 members in post-office in 1995-96. After opening the account, the group started saving Rs. 5 per month and deposited in post-office regularly (At that time there was no concept of SHG in NGO or village). In 1996, MDO heard about SHG concept in Dheradun in a workshop and started forming other groups in the area. It did face problems in post-office for account opening and so finally thought of opening account in the bank. But bank also did not agree for opening the group account.  When MDO took the Reserve Bank order sheet for group account, it helped and the bank opened the account of the group (SBBJ, Shahpura). MDO formed 40 SHGs (10-20 members) in 15 villages without any help or donor. There is no President, Secretary, Treasurer in the SHG, but 2 group leaders (dalnayak) are there. SHG meets on a fixed date (between 1-17), place and time (around 12pm –3pm) in village in presence of MDO worker who maintains all records of SHG. In old groups, record maintaining is done by MDO worker but in new groups literate leaders maintain the records. If any member is late by an hour then penalty of Rs.5 is put but relief is given in case of pregnancy, marriage or if member is out of village. Savings are deposited by members in the meeting. Penalty for irregularity in savings is Rs.5 per month but relief for sufficient reason is given only for one month. If it continues to 2nd month then penalty is put (Rs.5 per month). Loan is also obtained in SHG meeting. There is no provision of emergency loan. Loan repayment is either in installment or in fixed amount. Penalty or loan is granted according to SHG members. Sometime 60 percent interest rate is charged on remaining loan and sometime Rs.100 per day penalty is put. Time period of internal loan is 3-6 months and bank loan is one year. Loan limit is decided by SHG in each case. Before sanctioning of loan, bank monitors SHG’s  savings and meeting records. Time period for loan sanction is 1 month or mostly depends on bank staff. Expenditure on bank loan sanction is Rs. 100 approx. Loan amount of bank is sanctioned according to the SHG’s saving means 4-5 times of saving. Loan amount transferred in saving account from CCA in once and interest started from first day. Loan repayment is only in CCA account & interest rate reduced on repayment.

5.4
Gramin Seva Ashram (GSA)
GSA was registered in 1998 in Bhuwarna block of Kangra district. Earlier the NGO had worked on Indo German project (Jangli fruit se achar making). In this project they made a 20-40 women’s group i.e called as a production group. In December 1998, the GSA started forming SHGs without any grant outside assistance. In 2000, GSA contacted NABARD for 25 SHGs formation and bank linkage of Rs.7000. IT was done in 3 months. In December 2000, GSA again submitted a proposal of 100 SHGs formation for a time period of 2 years. It got Rs.1 lakh. These 100 SHGs got Rs.50000 in two installments per year (per SHG Rs.1000 from NABARD). After achieving this goal in 2003, GSA again got a project of 50 SHGs formation and bank linkage. It got Rs. 68000. Up to 2004, GSA formed 175 SHGs and also bank linked them. In end 2004, GSA got a project of 200 SHGs for a time period of 1 year for Rs.2 lakh (Rs.1000 per SHG). In 2005, it got a project of 300 SHGs. This time fund increased to Rs.2000 per SHG (Total fund of RS. 6 lakh). Up to 2005, GSA completed 675 SHGs with bank linkage.

Micro-Enterprise:
  In end of 2005, NABARD chose GSA for micro-enterprise development for a period of 2 year with fund of Rs. 5 lakh for 500 members (Rs.1000 per member). GSA selected 77 SHGs for micro- enterprises and out of these 77 selected 500 members for training for trades like beauty parlour, dairy, general shop, mushroom, bee keeping, poultry, SRI Dhan, organic dhan, wheat, organic khad and vegetables cultivation. For micro- enterprise, GSA undertakes training, exposure visits and bank linkage of individual members for IGA. GSA, in May 2005, got a budget of Rs.1.5 lakh for book keeping (record maintenance) for 200 SHGs for 2 years.
Process of SHG:
Initially SHGs are formed from production groups. Member size of SHG is 7-20 (7 in small villages and 20 in large villages). Byelaws are framed in the beginning. Bank account is opened GSA with the bank. Savings are regular and meeting is held on fixed date. The main aim of SHG formation is only savings and not loaning. According to members, they neglect loan from SHG due to high interest rate 18 percent to 24 percent while they get loan from relatives and other without any interest or low interest then SHG. Initially, GSA posted 6 field workers for SHG project. One field worker maintains about 100 SHG from formation to bank linkage stage. Each meet is held in presence of field worker who maintains records. After winding up of the project the leaders maintain records, meetings, savings and bank account. President and Secretary are educated persons. At present there is no link of GSA with SHG’s as the project has ended. All SHG’s play their role self due to members are active and literate. About 50 percent members have IGA. Bank loans are mostly used for IGA. 
5.5
PRADAN (Professional Assistance Development Action)
PRADHAN was registered in 1983. Due to poor condition, migration on large scale and no political awareness amongst poorest of the poor section (women), it started work on education, health and employment. In 1998, PRADHAN started work on SHGs which were called “SMITI” in local language. PRADHAN knew about SHG’s structure but villagers didn’t know about it. Villagers made groups only for saving and loaning and to get awareness about outside. Villagers felt united by these “SMITI” and also solved individual and village level problems in meetings. They started saving from Rs.2. Initial SHGs had 7 members, but later on it went up to 20. In 2000, PRADHAN provided register to SHG’s for their record maintenance and also individual pass-books to all members for maintain their saving record. All SHGs opened their account in a nationalized bank. After 6 months of regular savings, SHG start their loaning. Meeting of SHG’s is held weekly on a fixed date. In 2002, number of SHG’s increased and it became out of control for PRADHAN. So it handed over all SHG’s to a federation for independent work. For unity of all SHG’s there was need of a federation. Federation is called “Narmada Mahila Sangh”.
Structure of federation

SHG

↓

CLUSTER

↓

FEDERATION

SHG: 

A group of 5-20 members is called a SHG. SHG hold their weekly meeting on fixed day/time/place for regular saving. Rules and regulations are compulsory for all SHG’s made by themselves. One copy of these rules is also deposited with the federation. There is a fine on irregular attendance in meeting except emergency conditions but there is no fine on irregular saving. There are 3 leaders in a SHG who are elected by nomination and are known as President, Secretary and Treasurer. These leaders also called as “Bank wali bai” because they maintain all bank record.  
Cluster:
A group of 12-15 SHG’s or 4-5 villages is called as a cluster. Cluster is only for social, political and economic status. 3 members from each SHG are the members of cluster. They are elected for 2 years. Cluster meeting is held on a fixed date of every month. SHG members attend meeting on own expense. There is also a fine on SHG irregular in cluster meeting. 1/3 members of cluster changed in every 2 years as Rajya Sabha.
Federation:

A group of 9 or 120 SHGs is called a federation. One member from one village is selected for federation. This one member selected from all SHG of a village. There are total 4 federations, 56 clusters and 600 SHG in Kesla project.
Loan Process:

Needy member apply in weekly meetings for loan and get loan after some formalities. Loan is taken for a fixed time period. If loan is not repaid on fixed time than interest rate is just doubled. Sometimes members adjusted their loan amount in savings to save themselves from double interest rate. Loan is repaid in weekly installment with interest. Saving is adjusted in loan amount so saving of all members not equal.
5.6
BGMS (Bhartiya Grameen Mahila Sangh)
5.61
Harshadayni Sakh Sahkarita Maryadit (Smiti)
The NGO worked under federation model for SHG’s with the help of Co-operative society. It is registered as a co-operative society named Harshadayani Sakh Samiti in Rau (Indore) under Savayatta Act on 11th November 2003. Both SHG and its members are able to become the member of this society by registration fee of Rs.150 (Rs.100 share amount+ Rs.30 entry fees+ Rs.20 saving account opening). At present total membership is of 2100- 1861 are individual and 289 are SHG’s. The society provides loan only to its members. For loan, 6 months regular savings by loanee member is required and she asks for a loan on a format with 2 guarantors who may be member of the society with savings. No cross guarantee for each other is allowed. Loan may be repaid in 10 equal installments in 10 months with reducing interest. Society charges 18 percent interest on loan and provides 4 percent interest on saving. A SHG member is also an individual member of society. If she gets loan in SHG through society then she cannot ask for individual loan. But if she does not get loan from SHG through society then she can get individual loan with 2 guarantors. For securing loan share amount also is to be deposited i.e. 10 percent of total loan amount. Members get loan easily from society due to low documentation process the cost of Rs 10 stamp paper. Time period for loan sanction is 1 month. Highest loan limit for individual is Rs 10000 and for SHG is Rs 20000.

5.7
SWERA (Social Work and Environment Work in Rural Area)
SWERA was registered in 1993 as a mobile NGO. Initially, it got a project of REDP (Rural Employment Development Project) from NABARD. In this project, it worked as awareness program and business management. It also worked on water, health etc. SWERA worked in the village on the base of Mahila Mandal (Mahila Mandal was a group of village women’s of 5-20 members). In 1998, SWERA started to work on SHGs on NABARD concept. NABARD provided only Rs.20 per SHG. SWERA did not accept it and formed SHG on its own with the help of Mahila Mandal. SWERA got more platforms with the help of Mahila Mandal. They made rules and regulations for SHGs in writing and record is maintained in registers. Meetings and savings of SHGs are held on fixed dates. In 2000, SWERA made bank linkage of SHGs and faced no problem in bank linkage. Initially SHG did not want loan. Then SWERA suggested that they will be able to get loan amounting to four times the savings at low interest rate compared to moneylender. IGA at group level is not possible as all SHGs are caste based. 

5.8
IDSS (Indore Diosis Social Service)
5.8.1
Nimad Lokhit Sakh Sahkari Sanstha

The NGO is registered a co-operative society named Nimad Lokhit Sakh Sahkari Sanstha (Samiti) in village Dhani district Dhar on 13th March 2006. Both SHG and SHG members are able to become the member of this society by a saving account of Rs.50 per month. There are 4 grades of society for membership (A grade membership fees Rs. 2000; B grade membership fees Rs.1000; C grade membership fee Rs.500 and D grade membership fees Rs.200). A member should get after 6 months A grade on regular savings but if she does not get membership in society with any grade. There is no loan format for loan. Loan is provided to individual or SHG on 2 guarantees who may be members of society. Society provides loan from saving of members. Society provides loan for 6 months and repayment is within 6 months in one installment with interest rate 12 percent. Savings and membership account are different. Membership amount is deposited as a share amount. Society provides 5 percent interest on saving. Society takes 24 percent interest on loan from which society gets only 12 percent and 12 percent goes into SHG account which adds to savings. Loan is mostly used for seed, agriculture, marriage and social function. SHG also provides loan to other member of another SHG on the guarantee of that SHGs savings. If that member does not repay the loan then that SHG will repay the loan.
5.9
Conclusions

The discussion above provides some insights as to how SHPIs work. All have different modes. Some are forming SHGs only as a project, if they get outside funding and thus there is no symbiotic relation between the promoter and SHGs. Some have adopted federation system to pass on the responsibility to members. It appears that the common member is never consulted. All decided by the promoter as to what is good for poor. Entry points are different for forming SHGs and so is the origin point. For instance in some cases, drought led them to organize poor in groups and in others moneylenders role led them to form groups. It also appears that SHPIs have not built capacities of the poor even where federation system is in place. There are large over heads and thus high transaction costs. This leads to high interest rates. In this situation the processes followed by promoters does not really help in poor getting out of poverty situation.  In some cases we have found that loan procedures are also not simple. It moves up and down the line. There is also difference in approaches of large and small promoters. This also means that promoters keep tight hold on groups and do not allow outsiders to interact with members of the groups. In some cases penalty system for default is heavy and does not solve the problem as to why the default occurs.

Chapter 6

Conclusions

In this chapter we present the broad findings of the study. Some of the salient findings that emerge from the analysis are:

21. Micro-finance has evolved as an accepted institutional framework to provide financial services to the poor in the developing countries and Self Help Groups (SHGs) are considered as the vehicle for advancement of micro-credit to them. But microfinance through SHGs is a "credit-plus approach", i.e., it not only provides small, timely and easy loan to the poor without any collateral but also inculcates saving behavior amongst them. 
22. The functioning the group and its stability has been assed through a set a variables like kind of rules and regulation for running the group, practice of update rules, regularity in meeting, attendance in meeting, selection of group leaders, practice of rotating leadership, regularity of savings, revision of mandatory savings, fixation of rate of interest, decision on who is to be given loan, keeping emergency funds, record/book keeping and level of maintenance of records. 
23. Out of total sample SHGs, 59 percent groups are having members from single community and remaining 41 percent are having members from more than one caste. A mixed caste structure in the SHG was prominent in Himachal Pradesh (60% groups) followed by Rajasthan, Madhya Pradesh and Gujarat. In other words, except Himachal Pradesh, relatively higher percent of SHGs in other states are having members from the same caste. 
24. Similarly, a combination of poor and non-poor members was quite common among groups across the states. Apparently, only 33 percent SHGs are having more than 50 percent BPL category members. 18 percent SHGs does not have even members from BPL category. It gives a general impression that microfinance programme is shifting its focus from poor to non-poor. 
25. It is observed that more than 90 percent of the groups nominate their leader. Very few groups follow rotating leadership. Where SHPIs have withdrawn their support, either the group representative or a literate member maintain saving register, account in the bank and loan registers. Apparently, for groups where SHPI is constantly monitoring, the level of maintenance of these records was found regular, accurate and update compared to other groups. 
26. Out of total sample SHGs, in 49.5 percent groups it is the group representative maintains saving register, loan register, bank accounts and individual passbook. In Himachal Pradesh, this figure is the highest (96%), followed by Gujarat (68%), Madhya Pradesh (30%) and Rajasthan (4%). 
27. The level of maintenance of book of accounts and individual passbook is noticed regular, accurate & updates to a significant extent when these records are being managed by the outsider (including representative of SHPI/NGO/Government agency, any person employed by the SHG and Member/Leader’s relative) compared to insider including group representative and a literate member. 
28. Based on the 13 indicators (as mentioned above), of the 200 SHGs, 27 percent     of the groups are found to be strong and stable. A majority of the groups (62.5%) are found to be moderately stable. 10.5 percent groups are found to be poor. 
29. In most of the groups though a combination of poor and non-poor members were there, the amount of compulsory saving was the same for all members. In fact, there was no provision to save more simply because of unequal savings capacity. Depending on the savings capacity, the amount of monthly contribution is generally decided by the group members themselves. The saving amount varies between Rs.25 to Rs.100 per month. It was observed that more than 75 percent of members contribute regularly savings in case of 77.5 per cent SHGs and in most of the cases they deposit in the group meeting. Evidently, 56.5 percent SHGs have revised cumpolsory saving per member since their formation. The average  amount of loanable funds (savings plus interest and other income) per SHG varies between Rs. 8209 and Rs. 48593 across the states.  Similarly, the average saving as percent to average loanable funds varies between 62.04 percent and 88.97 percent across the sample states. Other things remaining the same, the ratio between savings and interest and other income is highest in Rajasthan, while the same is lowest in Madhya Pradesh. It implies that SHGs from the former states, on an average generate more amounts of loanable funds through interest and other sources of income compared to other sample states.
30. Lending to the poor is considered to be costly and risky because of their low savings propensities and inability to provide collateral. SHGs, however, can target the poor better since the joint liability compels these group to be small and homogeneous, so that members have incentives to participate in selection, monitoring and ensuring the repayment of loans. Having all these characteristics, it is observed that repeat loan to a SHG is hardly seen. Even, most of the well functioning groups have not obtained loan for more than once. 
31. The average number of times raised loan from Bank/MFI per SHG since starting the group stands at 2.11. SHGs from Himachal Pradesh have obtained relatively higher number of times loan from Bank/MFI against SHGs from other states. This figure was lowest in case of Rajasthan.
32. The average amount of loan obtained each time by a SHG stands at Rs. 69976. This figure was the lowest in Madhya Pradesh (Rs. 22229). 
33. Evidently, on an average, the amount of loan obtained each time by a SHG mover in an opposite direction with respect to its extent of stability. For instance, the average amount of loan obtained each time by A (strong and stable) category groups was the highest (Rs.73631) followed by B (Moderately stable) category groups (Rs.73153) and C (Week) category groups (Rs.26933). 
34. However, the average times of raised loan by A, B and C category groups stant at 1.91, 2.30 and 1.43 times respectively. It is likely more percent of A category groups may not be asking for loan to banks as they have enough funds (saving + interest income). Because of this, the average number of times loan raised is less in A category groups compared to B category groups. But, for C category group bankers may be rationing loan. Thus, for A category group we can say that there is demand constraint (less demand for loan) and for C category SHGs there is supply constraints (even if they ask for loan). 
35. Only in few cases, where either the group representative is having some connection with bankers or through the SHPI, the group have obtained loan more than one time. We are said that most of the groups tried for second loan but they are denied by bankers by saying no such scheme to extend credit to SHG at present except through SGSY scheme. 
36. Few well functioning SHGs from Rajasthan, Himachal Pradesh and Madhya Pradesh even reported that in spite of visiting banks for several time with detailed loan documents and other records, their cases are still pending. Because of this, all most all the SHGs have started generating greater amount of loanable funds through regular contribution. Out of 200 SHGs, around 20 percent of them are of the view that they can manage to meet their consumption and short-term credit (to purchase seeds, fertilizer and other farm requirements) needs through internal loan. Around 5 percent SHGs are even reported that they need no more external funds to meet their loan requirements. 
37. It is also observed that around 75 percent SHGs are in a position to provide a loan of amount Rs.2000 to its member at any point of time from internal funds. 
38. As most of the SHGs are not obtaining loan from the bank any more, and since the amount of loan from internal funds was small, it did not provide the opportunity to undertake an activity which would bring the household out of poverty. 
39. Three major patterns have been observed in inter loaning system. First, disbursing of loan as per demand made by the member borrower. In such pattern, the group maintains the credit limit depending upon the availability funds and likely demand of loans by other members. Second, disbursing of loan on circular basis. Here, the group normally fix the loan amount and disburse to member one after another still the circle is over and they decide the loanee by consensus. Third, disbursing equal amount of loan to all members. Here, the group first decide the loan amount depending on the availability of funds and distribute to its members equally. It is observed that because of internal loaning system, the SHG members as well as their household depending on informal credit market has reduced significantly. 
40. Marginalized communities are discriminated more under the microfinance program.   
21.
Based on the wealth ranking method, 38.3 percent and 28.7 percent members’ households are found to be under poor and borderline non-poor category respectively. Importantly, an upward shift in wealth-rank profile with higher years of membership was observed.  In other words, higher percentage of recent members’ households is being poor. As expected, the state having lower percentage of poor has the highest average annual income per household and vice versa. Through credit obtained from SHGs, the members have made efforts both to protect their families from various vulnerabilities as well as build their economic base to escape from poverty. Importantly the members of the SHGs have been able to reduce their dependence on informal sources of credit significantly. 

5.1
Members Perspective  
The survey of members of SHGs reveals that most are happy with SHG movement. Immediate needs for funds are fulfilled though interest rates charged are high, but no one complained. Not all have set up micro-enterprises and milk based activity is more prominent as market channels are developed. Education level of most members is below primary or no education. Main occupations of members include animal husbandry, NREGA, housewife, agricultural wage labour. Income sources of the households are agriculture, dairy, salaried jobs and non-agricultural wage labour.  The average annual income is relatively high across states; Rs.97398. This means households are not relatively poor. 

There are very few unmarried, divorced and separated category members. It appears that poorest of poor are left out- scheduled caste from micro-finance movement as is evident from our sample households. It is revealed that 59.3 percent members presently put their households as non-poor. The average age of members in the sample is 39.7 years. The sample average family size is 5.2. Not all households have agricultural land. There are 735 households owning land (735%) with average holding of 1.53 acres. 48.9 percent live in pucca house while 33.3 percent reside in semi-pucca house and the remaining live in kutcha house. Most own the house they live in across states and also have electricity. It is only in Rajsathan that 14.8 percent households do not have electricity in their houses. 

Respondents have cited a variety of reasons. The most important one is for saving and credit (36%), followed by to get loan in need/ emergency easily at low interest rate (23.55), only saving (14.8%) and influenced by SHPI/ other SHG members (9.1%).
90 percent members reported regular meetings of groups, though the lowest proportion is from Madhya Pradesh (81%). A higher percentage of members from Madhya Pradesh and Rajasthan reported meetings happening occasionally.

The causes of poor attendance in group meetings include engagement in wage labour and opportunity cost is high of attending the meetings and most members are from Madhya Pradesh. Poor health is another reason.

Savings contribution to group varies from a low of Rs.10 to Rs.200. Most members contribute Rs.50 or Rs.100. 88 percent members characterize their savings as regular and this percentage varies between 67.2 percent in Madhya Pradesh and 98 percent in Gujarat. The main cause of poor savings habit is low income and majority from Madhya Pradesh cited it.

Only 4 percent contribute more than scheduled compulsory savings and most are from Madhya Pradesh (38) and 2 from Rajasthan.

Inter loaning is high. There are cases who have borrowed 15 times. Thus repeat loan is common. The interest rates vary between zero interest rate to 30 percent. However, majority of members have obtained loan at 24 percent followed by 12 percent and 18 percent. The main purposes of borrowing are: consumption (26.72%) followed by farm activities (14.59%), medical exigencies (11.32%), house repair (10.74%) and income generating activity (IGA- 9.92%).

Members have recurring deposits, fixed deposits and regular savings account. Some also have voluntary deposits with SHG too.
It is found that only 20.3 percent members have taken loan for income generating activities. This percentage varies between 13.6 percent in Madhya Pradesh and 26.8 percent in Himachal Pradesh. Dairy (buffalo rearing) tops the list of IGAs. This activity has daily cash flow which is suitable for poverty reduction if all other factors are provided for like fodder, marketing channels etc. It is found that familiarity with work is the most important reason cited in all states except Madhya Pradesh. It is followed by demand for product/ service exists. The other reasons cited are easy availability of raw material, limited capital required, can manage with household chores, caste based occupation, and loan was given for the particularly activity only. It is the husband who helps in marketing (78 cases) and it is more so in all states except Madhya Pradesh. In 57 cases member herself does the marketing. And son contributes in 25 cases. This reflects on poor gender empowerment.
Finally, it may be stated that SHG movement financing has reduced dependency on moneylenders, enhanced financial inclusion. Many households have been able to buy durable assets in the past three to four year in terms of TV, washing machine, cows, buffaloes, farm equipment and so on. This means that poverty reduction took place. The survey also shows that if little better off individuals are provided low interest finance then, greater chances are there for them to come out of poverty situation. However, these households also show that existing asset based is important as most households had land and other assets to rely up on. Repayment is a problem in a sense that money for repayment is taken from other sources and also new loans used to repay the existing loans.

There is a dire need for exclusive models/ products for very poor households. NGOs also exclude such households. For micro-enterprises, credit plus is required. This study finds that dairy is the most sought after activity as there are linkages existing already and there is demand for milk. Marketing channels are important.  Micro-entrepreneurs are not willing to take risk as cost is unbearable. Scale is also important. So any intervention has to take into consideration for promoting IGAs to reduce poverty. 
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� Examples are Myrada in Karnataka, which has promoted Sanghmitra, a company of its village saving and credit sanghas, PRADAN which has established a large number of SHGs and federated them under Damodar in Bihar, Sakhi Samiti in Rajasthan.


� Examples in this category are Rashtriya Gramin Vikas Nidhi (RGVN), which runs credit and savings programme in Assam and Orissa on the lines of Grameen Bank, Bangladesh. Also we have SHARE in Andhra Pradesh, ASA in Tamil Nadu under this category. There are MFIs which are specifically organized as cooperatives, such as over 500 Mutually Aided Cooperative Thrift and Credit Societies (MACTS) in Andhra Pradesh, promoted among others by Cooperative Development Foundation (CDF) and the SEWA Bank in Gujarat which also runs federations of SHGs in nine districts. Then we have MFIs, which are organized as Non-Banking Finance Companies (NBFC) such as BASIX, CFTS Mirzapur, SHARE Microfin Ltd and Sarvodaya Nanofinance Ltd.


� A SHG is a group of poor people who have volunteered to organize themselves into a group for eradication of poverty of the members


� The SBL model functions in two ways. In the first situation Bank works as self-help promoting institution (SHPI) and promotes the group, provide them training and credit support. Under the second situation, NGO generally promotion the group, provide them training and helping in linkage with banks 





� Had no formal education, but have learnt to sign and read. 


� Generally the new members become member after first depositing equal amount of saving. 


� Regularity in meeting is defined as “total number of meetings taking place/total number of meeting supposed to be conducted * 100”.  


� Though the sample is 1000 member households, N varies due to responses to particular question. All tables have same source– field survey.


� Primary occupation- occupation wherein the person is engaged for more than 180 days in a year. Secondary occupation- occupation wherein the person is engaged for less than 180 days in a year.


� Only one member has taken loan against RD and the outstanding amount is Rs.6000. 127 members had previous loan outstanding at the time of survey and this averaged around Rs.6149. It is largest in case of Rajasthan at Rs.10684 (61 members). Thus, outstanding loan is sizeable.  


� One member reported taking loan against recurring deposit and interest rate is 12%.


� 3 members reported outstanding loans against fixed deposits (Rs.2000 through Rs.19000). Interest rate paid is 12% for this loan.


� 5 members have taken loan against these voluntary accounts ranging from Rs.2200 to Rs.15000. The interest rate paid is 12%.


� D. Rajasekhar (2000), Microfinance Programmes and Women’s Empowerment: A Study of Two NGOs from Kerala, Journal of Social and Economic Development, 3 (1): 76-94. 


� The standardized cultivable land of a household is estimated as (area under irrigated land * 1.5) + area under unirrigated land.


� V. Puhazhendhi and Badatya (2002), Self-Help Group Bank Linkage Programme for Rural Poor in India: An Impact Assessment, Mumbai: NABARD.


� DHAN Foundation (2004), The Impact of Kalanjiam Community Banking Programme, Madhurai: DHAN Foundation.


� Biswaroop Das (2005), Microfinance and Rural Credit markets: A Study of Clients Using Micro-Credit in Gujarat and Maharashtra, Ahmedabad: Friends of Women’s World Banking.
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