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“….I know that our people have the ability to achieve the best in the world… I also know that their potential has gone untapped because we have become used to being subjugated and docile. What better project can I undertake than to tell my people that what you dream of can become possible, that they can have anything that comprises a good life: health, education, and the freedom to puruse their goals, and, above all, peace.”

APJ Abdul Kalam 

W

hile one can genuinely have a sense of pride in the extraordinary excellence the world has witnessed in the field of science and technology, this unique accomplishment has  failed to percolate down to the so-called poor sections of the society living in rural agglomeration & the world over. A very sizeable chunk of humanity in the developing countries in particular continues to suffer from poverty, ignorance, malnutrition and diseases for generations. They are alienated from the national mainstream. This is largely because of centuries of deprivation and discrimination and not because of their inability to tread on the path of development. Given the opportunities and the needed support, they are capable of coming up in their lives.   This realization has eventually generated enough confidence that the rural poor may be awakened to participate in a well-designed programme to alleviate their poverty with their involvement and initiatives. This has been engaging the attention of the planners, thinkers, administrators, economists, philanthropists, educationists, social activists, politicians, etc. in our country for the last several decades.

The historic decision of the Government of India about the nationalization of major commercial banks was towards speeding up the process of socio-economic development and poverty eradication by opening up the banking credit even to the poorest of the poor in the country. By any standard, the concept and the objective of bank nationalization were given a serious and honest trial. The rapid growth of banking network in all the nook and corners of the country is unheard of in the history of the banking industry the world over. The growth was simply massive. Presently, the rural financial system in India functions through an impressively large network of more than 1,50,000 retail outlets. Despite such phenomenal expansion of the outreach of the formal banking structure, the All India Debt and Investment Survey (GOI), 1981 revealed that the share of non-institutional agencies (informal sector) in the outstanding credit dues of the rural households was quite high (38%). It was also found that the households in the lower asset groups were more dependent on the non-institutional credit – agencies. Even the National Bank for Agriculture and Rural Development (NABARD), in its research study conducted in the early 1980s# reported that a very large number of the poor continued to remain outside the fold of the formal banking system. The reasons were not far to seek. In spite of the initial euphoria, comparatively higher transaction cost in reaching out to a large number of people requiring very small doses of credit at frequent intervals dampened the interest and enthusiasm of the bankers. The same held true of the costs involved in providing saving facilities to the small and scattered savers in the rural areas.

 The research findings further indicated that the existing banking policies and procedures were perhaps not suited to the immediate needs of the very poor. What they really needed was better access to the services and products rather than cheap, subsidized credit. The priority of the rural poor appeared to be consumption credit, savings, production credit and insurance. The consumption needs include credit for short periods for fulfilling urgent needs, which were usually met by informal sources at exploitative interest rates, as the poor borrowers were unable to offer any security to banks for small consumption loans.

Banks, in turn, faced constraints due to a large number of small amounts of the credit needs of the borrowers, widely scattered in the rural areas, as well as concerns related to recovery of such loans. All these clearly indicate that India faces a big challenge of poverty eradication which has to be met squarely, and in this regard sincere efforts are constantly afoot.

 As per the Economic Survey of the Government of India (2004-05), there was a significant decline between the years 1997-98 and 1999-2000 in the proportion of people living below the poverty line (BPL) from 51.3 per cent to 26.1 per cent, and in the absolute number of poor from 328.9 million to 260.3 million. In spite of the impressive decline in poverty in the country as a whole, there are wide variations in the incidence of poverty across states and rural-urban divide. India being the country of sizeable number of families belonging to agricultural labourers, marginal farmers, rural artisans, etc.are still the victims of abject poverty. Even the small farmer families in the dryland area  are no better. The Government of India is fully aware of, and alive to, the incidence of poverty and is committed to poverty alleviation at a faster pace. Towards this, it was being increasingly recognized that it was not only “providing greater opportunity to the poor to participate in the growth process, or launching special programmes for their socio-economic development  alone, but how did they convert those opportunities and the programmes in their favour was of utmost importance for their poverty alleviation”. In this process, apart from other support systems, easy availability of credit support to them was considered to hold the key.   

Self-Help Groups: A New Initiative

The post-Independence era witnessed high dependence on the government- supported projects towards community mobilization2. In the light of the above, a need was felt to put in place a new vehicle of financial intermediaries, which could be cost-effective for the banks and user-friendly for the poor. This way, the poor could relate to banks in a better manner, and the banks, in turn, could consider banking with them as a better business proposition. The challenge, therefore, was to link a large number of economically underprivileged ones to the formal banking sector, in a sustainable and cost-effective manner.

The experiences of the famous Grameen Bank experiment of Bangladesh and the coordinated initiative of APRACA have paved the way for promoting SHG banking in Asia and the Pacific, as a measure to improve the access of a large majority of the rural poor and micro entrepreneurs in a cost-effective financial intermediation system. In this process, however, special attention was given to the existence and quality of the informal financial Self-Help Groups (SHGs), providing very cost-effective and valuable services to the rural people by mobilizing their savings and operating a functional credit portfolio with their members.

1.1 NABARD – The Primary Mover

NABARD, with its expertise and specialized operational background, has the unique distinction of playing the lead historic role in formulating suitable national-level SHG programmes for India. Its Action Research Project of SHGs in 1987 to test the strategic concept in the Indian context followed by installation as well as implementation of its strategic Pilot Project for linking 500 SHGs with banks in the year 1991-92 provided the necessary launching pad for the promotion of the SHG concept in India. To say the least, NABARD did not only lay the foundation stone for building the new financial structure for large-scale outreach of microfinance services to the poor in India, but also influenced the policy decisions, brick by brick, all through to ensure its sustainability with conceptual clarity. 

In this context, NABARD has even drawn a distinction between micro-finance and credit for micro enterprises. The Task Force on Micro-Finance set up by NABARD came up with a definition which has become the last word in this context. That is to say, “Microfinance is a provision for thrift credit, and other financial services and products of very small amounts to the poor in the rural, semi-urban or urban areas for enabling them to raise their income levels and improve living standards.” With all this, however, growth of SHGs was slow during the initial years as it was not mandatory. But after the Reserve Bank of India’s decision in the year 1996, to include linkage banking as a mainstream activity of the banks under their priority sector lending as well as the national priority, awarded to the programme by the Government of India through its recognition in the Union Budget 1999, as a primary anti-poverty and self-employment generation programme, this programme received the impetus and momentum in the country.

Ever since 1992, with the launching of a Pilot Project by NABARD, the SHG movement has traversed a long way. In course of time, micro finance has been widely accepted as an effective poverty alleviation programme and has become a major tool for implementing development schemes. It is evident from the available data in the NABARD Report (2004-05) on SHG Bank Linkage in India that what was started as a modest Pilot Project in 1992 for linking 500 SHGs with banks, now involves more than 41,000 branches of nearly 600 banks with an advance portfolio of around Rs. 7,000 crore in micro finance lending  to SHGs. Financial services have reached the doorsteps of over 24 million very poor families through more than 16,00,000 SHGs, hand-held by over 4,300 development partners, including NGOs.

1.2 Self-Help Groups: Formation and Linkage Models

An SHG is coming together of an average 15 to 20 members from a homogeneous class with a clear understanding and commitment to make savings, exercising voluntary thrift, on a regular basis and to use the pooled resources as small interest bearing loans to the fellow members for addressing their economic problems. Once the group starts exhibiting matured financial behaviour, it is linked to the bank which grants loans to the SHG in certain multiples of its accumulated savings to further strengthen the extent of their interloaning capacities. In turn, it helps them meet any emergent need-be that for income-generating activity or for consumption, including health, education, housing, insurance services, etc. This massive movement in India is duly partnered not only by the banks, but also by nearly 3,000 Non-Government Organizations (NGOs) of various sizes and types, including farmers’ clubs promoted by banks under the farmers club programme of NABARD and socially committed Individual Rural Volunteers (IRVs) for the SHG formation and credit – linkage. As to the Credit Linkage Model, NABARD has reported the following on 31st March, 20053
Model I: 
SHGs formed and financed by banks, covering 21% of the total number of SHGs.

Model II: 
SHGs formed by NGOs, government. Agencies and others, but directly financed by banks, covering 72% of the total number of SHGs.

Model III: 
SHGs financed by banks using NGOs and other agencies as financial intermediaries, covering 7% of the total number of SHGs.

1.3 Promotional Support by NABARD

It is worth mentioning that apart from policy-level intervention, NABARD has been providing constant support and promotional grant support to the partner agencies NGOs, RRBs, DCCBs, Farmers’ clubs and IRVs to accelerate the process of promotion and credit linkage of SHGs in India. This support is invariably in the following forms:

(i) Financial Support

· Refinance facility to the banks.

· Direct loan fund support to NGOs, on MFIs (Micro Finance Institutions), SHG federations in the form of Revolving Fund Assistance (RFA).

(ii) Group Formation and Nurturing Support

· Grant assistance to NGOs, RRBs, DCCBs and Farmers’ Clubs, sponsored by banks under the Vikas Volunteer Vahini (VVV) Programme.

(iii) Capacity Building Support

· Fund support by conducting and sponsoring various types of training programmes and exposure visits,viz.

· Awareness creation and capacity building programmes for SHG members.

· Awareness-cum-refresher programmes for NGOs.

· Trainers’ training programmes for bank officials.

· Exposure visits to banks and institutions, pioneering in microfinance initiatives for bankers, NGO officials, government officials etc.

· Awareness-cum-motivational programmes for members of Panchayati Raj Institutions (PRIs).

· Training programmes for bankers on SHG–bank Linkage, etc.

1.4 SHG Reinforcement under SGSY

Despite planned efforts made over the past few decades, rural poverty in India continues to be worrying. While the anti-poverty programmes have been strengthened in the successive years during the course of the period by launching various programmes like IRDP, TRYSEM, DWCRA, SITRA, resulting in the reduction of  poverty levels in percentage terms from 54.9 per/cent of India’s population in 1973-74 to 36.0 per/cent in 1993-94 and to 26.1 per/cent in 1999-2000, the number of rural poor has not reduced significantly. It is estimated that even by the year 2007, around 220 million persons would continue to remain below the poverty line. However, to redress the situation at a faster pace, a new restructured self-employment programme, known as “Swarnjayanti Gram Swarozgar Yojana” (SGSY), has been launched from April 1999, by doing away with the anomalies in the multiplicity of  earlier programmes, to focus pointedly on the issue of ensuring sustainable income generation among the assisted poor families to bring them above the poverty line. SGSY is to focus on the vulnerable sections of the society. Accordingly, SCs/STs will account for at least 50 per/cent women 40per/cent and disabled 3 per/cent of those assisted.

By this time, success of the concept of SHG had gained wide currency. Significant growth of SHGs as well as SHG-bank linkage, bankers’ recognition of  SHGs as a medium of rural business expansion as well as their acceptance of the peer pressure within the SHGs as a substitute for collateral securities, and the interest as well as confidence exhibited by the rural poor in the concept of SHGs for their economic well being together with their far better loan repayment behaviour made the development planners believe that there is a tremendous potential within the poor to help themselves and that microfinance through Self-Help Groups together with an element of additional financial support including technology infrastructure and marketing from the Government can be a better alternative to the existing methods of addressing rural poverty.

In the light of the above, SGSY, the holistic programme covering all the aspects of

 self-employment, made it obligatory that the objective of the SGSY will be achieved, interalia, by organizing the rural poor into Self-Help Groups (SHGs) through a process of social mobilization, enabling them to build their own organizations in which they could participate fully and directly and take decisions on all the issues concerning eradication of their poverty.

1.5 Distinctive Features of NABARD and SGSY-SHGs 

The basic concept remaining precisely the same, some additional features and working resilience have been incorporated in the SGSY-SHGs for making the concept still more user-friendly and for achieving the avowed objectives of SGSY in their true spirit. An attempt has been made here to classify the comparative features of the SHGs under the NABARD guidelines vis-a-vis SHGs under the SGSY guidelines.

Exhibit 1: Notable Comparative Features of SHGs at a Glance
	
	SHGs - Under NABARD Guidelines
	SHGs - Under SGSY

Guidelines

	A. Strategy
	· Conceived as organizing generally poor people to address their common problems with voluntary thrift supported by bank loans and helping them imbibe the essentials of financial intermediation.
	· Conceived as a holistic programme of self-employment. It covers all the aspects of self employment of the rural poor, viz. organizing them in SHGs, their capacity building selection of key activities, planning of activity clusters, infrastructure build-up, technology and marketing support.

	B. SHG Formation
	· SHG members are generally from poor families.
	· Specifically         SHG members from BPL families with some exception for a few marginal APL families if acceptable to the BPL members of the group.

	
	· Group size of about 15 persons
	· Group size of 10-20 persons, with the exception of deserts, hills and disabled persons where the number of members may vary from 5 to 20.

	
	· SHGs may be formed with all-women members also.


	· Special focus on the formation of exclusive women Self-Help Groups.50% of the groups formed in each block should be exclusively for women.

	
	· SHGs are generally formed by banks, NGOs, Farmers’ Clubs and IRVs.
	· SHGs are normally formed by NGOs, CBOs, Animators, Network of Community-based Coordinators, or team of dedicated functionaries of the government.

	C. Income- Generating Activities (Micro-enterprise selection)
	· SHG members are free to choose their income-generating activities without any precondition.
	· SGSY Committee identifies about 10 farm and non-farm key activities per block for the individual/SHG Swarozgaris of the block to choose some of them as the sustainable income- generating activity for themselves.

	
	· Income- generating activity is normally taken up by individual members.
	· Primarily, single income-generating activity by the group is given preference under group loan. Group, however, may go for multiple activities also under group loaning. Thus, IGAs are taken by the SHG members as a group activity or by individual Swarozgaris independently.

	
	· There is no activity cluster approach for selection of IGAs by the SHG members.
	· The focus is on the development of activity cluster to facilitate forward and backward linkages to IGAs.

	D. Promotional Support 


	· There is no direct financial assistance to SHGs.
	· Revolving Fund Assistance (RFA) is provided to groups equal to their group corpus within the prescribed limit.


	(i) Financial Support
	
	· Back-ended subsidy to the extent of 30% to 50% of the project cost is provided to individual beneficiary, and 50% of the project cost for group level activity is provided within the prescribed limits.

	(ii) Group Formation and Nurturing Support
	· Maximum Grant Assistance of Rs.2, 000 is provided as a group building support for promotion and linkage of one SHG.
	· Financial Assistance is provided to NGOs/CBOs/SHPI, etc., for formation and development of SHGs, as mentioned below.

· Rs10,000 per SHG is paid for the formation and development of SHGs in four installments.

· 1st – 20% at the beginning of the group formation.

· 2nd – 30% when group qualifies for Revolving Fund.

· 3rd – 40% when group takes up economic activity.

· 4th --10% after the start of economic activity and on adherence of group to repayment of bank loan.

	(iii) Capacity Building Support
	· Fund support is provided for conducting/sponsoring various types of training programmes for group members.
	· Fund support is made available to organize training of beneficiaries in group processes and skill development.

	(iv) Infrastructure Building Support
	· There is a conceptual focus.
	· There is planned focus on infrastructure build- up, technology and  marketing support to make self-employment activity economically sustainable.


Going by the data reported in the Annual Report (2005-06) of the Ministry of Rural Development, Government of India, the achievement of SGSY is quite impressive. Since the inception of the programme, 21.74 lakh SHGs are reported to have been formed till December 2005. During this period, 30.29 lakh poor families as well as 31.99 lakh SHG members (Swarozgaris) have benefited from the scheme, involving disbursement of a total sum of Rs.13,301.38 crore - both as subsidy and credit components, amounting to per capita average investment of Rs.21,498/-.

1.6 Need for Study

The SHG concept is gaining wide currency the world over, and so also in India. Though the capacity of small doses of limited credit to SHG members to help them make their livelihood on a sustainable basis is under close scrutiny, SHGs have succeeded to earn a sort of national mandate as a tool to fight poverty. Hence, it is necessary to keep track not only of their physical growth, but also to assess whether anticipated results are accruing to the beneficiaries. If so, then which of the two samples of SHG promotion is more effective? In view of this, a comparative study of SHGs covered under the NABARD guidelines and SGSY guidelines, was considered useful, with the following specific objectives:

1.7 Objectives of the Study

1. To find out the differential effectiveness of the SHGs promoted under the guidelines of NABARD and the SHGs promoted by SGSY under the Ministry of Rural Development.

2. To identify the policy and procedural constraints in promoting SHGs, if any, which retard/hinder the desired growth and development?

3. To assess the sufficiency and efficacy of bank linkages provided to SHGs.

4. To find out the socio-economic impact of SHGs.

5. To find out the constraints in the efficient functioning of SHGs. 

6. To portray the stakeholders’ views to make SHGs an effective instrument for socio-economic growth.

1.8 Limitations

This evaluative study also suffers from certain limitations. In view of the dimension of exploration and geographical spread of the study area, the times as well as financial resources available were serious limiting factors for the study. Poor availability of secondary sources of data, particularly the lack of time series data on SHGs functioning and performances limited the portrayal of its past performance, which could have given a deeper insight into the future projections.

Whenever the primary- data analysis demanded further probe into the issue which surfaced, it could not be undertaken since the revisit to the research area for further data collection was not feasible due to shortage of time as well as financial resources. However, the issues thrown in the present investigation would provide valuable insights for future studies to be undertaken to make explorations into SHGs’ functioning and performances.



T

his chapter deals with the methodology followed to conduct the comparative study of the SHGs, operating under the NABARD  as well as under the SGSY guidelines. The study design as depicted diagrammatically in Fig. 2.1 includes sources of data collection both primary and secondary, identification of relevant variables analysis and tabulation of data, their interpretation, critical opinion of official and non-official stakeholders and report writing.

It may be mentioned here that while NABARD has been providing the necessary support for implementation and monitoring of the SHG programme from H.O., R.O. and D.D.O. at the official level, by selected NGOs, banks, etc. at the grassroots level under the NABARD guidelines, they are associated with the implementation and monitoring of SHGs under the SGSY guidelines also. 

However, implementation and monitoring of SHGs under SGSY are passing through specially built-in systems like Central Level Coordination Committee (CLCC) at the Ministry of Rural Development, Government of India, state-level SGSY Committee, Department of Rural Development of the state government, District Rural Development agencies, District SGSY Committee, Block-level SGSY Committee, Panchayati Raj institutions at the district, block and village levels, etc. assisted by NGOs, CBOs, SHPIs, Community Coordinators, Facilitators, Animators, etc. In view of this, necessary primary and secondary data in respect of this study were collected from the functionaries at various levels.

Exhibit- 2.1 Design of the Study




2.1 Locale of the Study 

The study was conducted in the states of Uttar Pradesh, Rajasthan and Haryana in four districts in each selected for the purpose. While Uttar Pradesh and Rajasthan represent economically poor states of the country, Haryana represents one of prosperous states. Stratified random sampling technique was used to select the four districts in each state to ensure a fair representation of the concerned state. The state-wise list of the selected districts is as under:

Exhibit 2.2 Distribution of Study Location

	Uttar Pradesh State
	Rajasthan State
	Haryana State

	1. Bijnor 
District
	1. Alwar  
District
	1. Ambala              District

	2. Etawah 
District
	2. Bikaner 
District
	2.Bhiwani              District

	3. Faizabad 
District
	3. Chittorgarh  
District
	3. Gurgaon            District               

	4. Gazipur
District
	4. Jodhpur 
District
	4. Sirsa                  District


Note: Details of the blocks and villages may be seen in the annexure.

2.2 Selection of SHGs

A purposive random sampling technique was used to select SHGs. For this, separate lists of SHGs, under the NABARD and SGSY guidelines, were prepared. Out of these lists, those SHGs which existed for two or more years on 31.03.2004 were separated out to form the lists of SHGs eligible to be selected for this study. From these two lists, 40 SHGs operating under the NABARD guidelines and 40 SHGs operating under the SGSY guidelines were randomly selected for the study. However, in the two districts of Haryana - Ambala and Sirsa, all the SHGs, formed under the NABARD guidelines were, adopted by SGSY. Hence, the forty SHGs selected in these districts represented the SGSY-SHGs only. Thus, the total numbers of SHGs included in the sample for this study were as follows:

NABARD-supported SHGs   = 10 districts × 40 SHGs = 400 SHGs

SGSY-supported SHGs         = 12 districts × 40 SHGs = 480 SHGs

The total number of SHGs thus selected was, therefore, 880.

2.3 Selection of Respondents

The respondents selected for the study were of four categories which are detailed below:

(a) SHG Members: From each of the selected SHGs, two members who are not office-bearers of the SHGs were randomly selected for collection of relevant information, as per the schedule developed for the purpose.  The actual number of respondents in this category is: 

NABARD-supported SHGs  = 400 (No. of SHGs) x 2 (No. of members)





     = 800 members

SGSY-supported SHGs          = 480 (No. of SHGs) x 2 (No. of members)





     = 960 members

Total No. Of Respondents      = 800 + 960 = 1,760

(b) SHG Office-Bearers: From each of the selected SHGs, one office-bearer of the SHG was randomly selected to provide information, as per the schedule developed for the purpose.  Hence, the number of respondents in this category was 400 for NABARD-supported SHGs and 480 for SGSY-supported SHGs, totalling 880 respondents(SHGs). 

(c) Official Stakeholders: This category of respondents included Lead Bank Manager (LDM), District Development Manager (DDM), NABARD and Project Director (PD), DRDA (SGSY) posted in all the twelve districts of three states under study.  Hence, their size of the sample was 3 (officials) x 12 (districts) of 3 states = 36.

(d) NGOs: In each district, quite a few NGOs were working at the grassroots level for the formation and nurturing of SHGs.  One such NGO in each district was randomly selected and their village-level functionary was interviewed with the help of a schedule prepared for them to provide the relevant data.  The number of respondents in this category was 12.

 2.4 Data Collection

(a) Sources of Secondary Data

The secondary data were collected from the Annual Reports and administrative guidelines of the Ministry of Rural Development, Government of India, and NABARD, as well as from the classified data available with the Regional Offices of NABARD and the state-level SGSY coordinating departments of the State Governments of U.P., Rajasthan and Haryana.Apart from these, offices of DRDA, DDM (NABARD) and Lead District Manager, coordinating the banks in the selected districts, together with books, journals, seminar papers, websites, etc. also formed the sources for the collection of secondary data for the study.

(b) Sources of Primary Data

The primary data were collected by personal interviews with the four categories of respondents as reported earlier with the help of schedules developed for each category of the respondents. The data collected with the help of four types of schedules as mentioned earlier were separately compiled for every information sought on various aspects of SHGs functioning, activities undertaken, results produced, opinions held, etc. The compiled data were suitably categorized, tabulated, their frequencies and row      as well as column percentages were worked out and presented in the appropriate tables to be included in the report with suitable interpretations, generalizations and implications.

2.5 Background Information (Secondary Data)

The strata of rural families, handled through Self-Help Groups, are capital scarce, labour surplus, and, by and large, bereft of proper knowledge as well as management skill. But at the same time it also remains a fact that barring certain location limitations, rural areas do throw ample opportunities for installation of micro enterprises by making use of untapped manpower resources, available raw material of various forms, and existing market channels. Given the financial support, together with appropriate knowledge and skill input, the poor people, in general, have the propensity to make better use of labour and capital. Thus, installation of income- generation activities and micro enterprises in the rural areas, in a way, helps promote first-generation micro entrepreneurs with resource mobilization on their own through their SHGs.

Though enough specific initial data are not available on the impact of the programmes, this chapter deals with the growth and performance of SHGs in the states of Uttar Pradesh, Rajasthan and Haryana, which is based on the secondary data and the primary data collected from the state and district-level functionaries. The first part of this chapter is devoted to SHGs as reported by NABARD, and the second part covers the SHGs as reported by the Ministry of Rural Development, Government of India, and other SGSY imprecating agencies. It may,  however, be mentioned that while NABARD has been found to have included all  the SHGs formed under the SGSY guidelines also in their reports on SHG-Bank linkage the SGSY report too has included all those SHGs formed under the NABARD guidelines which have been supported under SGSY.

2.5.1 Performance of SHGs as Reported by NABARD 
Based on the trend of credit linkage of SHGs with banks, it is found that there are three different models of credit-linkage conceptualized as Model I, Model II and Model III. Table No. 2.1 presents the cumulative position of the models.

Table 2.1 State-wise SHG Formation and Bank Loans with
Different Models of Credit Linkages
	SHG Bank Linkages (Model-wise)
	Name of State

	
	U.P.
	Haryana
	Rajasthan
	Country as a whole

	
	Cumulative up to 31st March of the year
	Cumulative up to 31st March of the year
	Cumulative up to 31st March of the year
	Cumulative up to 31st March of the year

	
	2004
	2005
	2004
	2005
	2004
	2005
	2004
	2005

	Model I SHGs formed (Nos.)
	(28.28)

22407
	(22.11)

26451
	(24.83)

582
	(17.37)

582
	(19.66)

6654
	(13.49)

8,094
	217624

(20.17)
	343,371

(21.21)

	Bank Loans provided (Rs. Million)
	621.15
	765.09
	27.09
	27.09
	137.75
	172.31
	5498.69
	10,126.20

	Model II SHGs formed (Nos.)
	(66.05)

52,316
	(74,14)

88,710
	1,762

(75.17)
	2,769

(82.63)
	27,185

(80.32)
	51,905

(86.50)
	777,326

(72.03)
	1,158,249

(71.57)

	Bank Loans provided (Rs. Million)
	1015.84
	2311.26
	119.34
	173.54
	594.99
	1,240.73)
	31,647.17
	55293.54

	Model III SHGs formed
	(5.67)

4487
	(3.75)

4487
	-
	-
	7

(0.02)
	7

(0.01)
	(7.80)

84,141
	116,836

(7.22)

	Bank Loans provided (Rs. Million)
	79.43
	79.43
	--------
	--------
	1.00
	1.00
	1896.21
	3,564.86

	Total SHGs formed (Nos.)
	79,210

(7.34)
	1,19,648

(7.39)
	2,344

(0.21)
	3,351

(0.20)
	33,846

(3.14)
	60,006

(3.71)
	1,079,091
	1,618,456

	Bank Loans provided (Rs. Million)
	1716.42
	3155.78
	146.43
	200.63
	733.74
	1,414.04
	39,042.08
	68984.60

	Bank loans provided for each SHG (Rs.)
	21,670
	26,375
	62,470
	59,871
	21,678
	23,565
	36,180
	42,624


*Figures given in the parenthesis show percentage.

 Sources: NABARD Annual Reports on Progress of SHGs-Bank Linkages in India for 2003-2004 and 2004-2005.

Before the model-wise analysis is attempted, it is worthwhile to make conceptual clarity about the linkage Model itself. In fact, it has been observed that there are three models of credit – linkage of SHGs. 

Model I: Banks themselves take up the work of forming and nurturing the SHGs, opening their savings accounts and providing them bank loans. 

Model II: SHGs are formed by formal agencies other than banks as well as NGOs and others. Here, NGOs and formal agencies in the field of microfinance act only as facilitators. They facilitate organizing, forming and nurturing of groups and training them in thrift, credit management, etc. But as far as credit is concerned, banks give loans directly to these SHGs. 

Model III: This is the Model wherein the NGOs take on the additional role of financial intermediation. In certain cases, NGOs approach banks for bulk loan assistance and, in turn, they provide loans to the SHGs. Similarly, in certain areas, intermediate agencies like federations of SHGs are acting as links between bank branches and member-SHGs. These federations are availing loans from banks and, in turn, finance their member-SHGs.

Coming to analysis of the data furnished, it is interesting to observe that there were 1,079,091 SHGs in the country as a whole as on 31st March, 2004, which increased by 50 per cent during the next one year, accounting for a total of 1,618,456 SHGs as on 31st March, 2005. It is further revealed that as on 31st March, 2004, a meagre sum of Rs.36, 180 was the per-SHG average bank credit which rose marginally to Rs.42,624 per SHG as on 31st March, 2005. Even if one makes a conservative estimate of on an average 10 members in each SHG, it goes to show that the bank credit to each SHG member was Rs.4,200 as on 31.03.2005. The adequacy of this scale of bank credit for a sustainable economic growth of the poor families appears to be very low.

Model-wise SHG-bank linkage analysis for the country, as a whole, further reveals that as on 31st March 2005, the highest number (71.57%) of the SHGs were bank- linked under Model II, followed by Model I (21.21%), and Model III (7.22%) in the descending order. It clearly shows that the MFIsare only at a formative stage.

State-wise SHG-bank linkage analysis is presented hereunder for the states of Uttar Pradesh (U.P.), Rajasthan and Haryana.

1. Uttar Pradesh

As compared to the simulative number of SHGs as on 31st March, 2004, the State recorded 50-per cent growth in the number of SHGs during the year 2004-2005. As on 31st March, 2005, there were, in all, 1,19,648 SHGs in U.P., accounting for 7.39 per cent of the SHGs of the country, which provided a total loan of Rs.3,155.78 million to the SHGs under all the three models of bank linkages. Thus, in effect, per SHG average bank credit worked out to be Rs.26,375 as on 31st March, 2005 and Rs.21,670 as on 31st March, 2004, which were much below the national averages of the respective years.

Model-wise linkage analysis for the state further reveals that as on 31st March, 2005, the highest number (74.14%) of SHGs had been bank-linked under Model II, followed by Model I (22.11%) and Model III (3.75%) in the descending order. It is, thus, obvious that the share of the cumulative number of SHGs linked under Model III was comparatively very small 3.75 per cent

2. Rajasthan

As in March 2005, there were, in all, 60,006 SHGs in the state of Rajasthan. This accounts for (3.71%) of the total SHGs of the country as a whole. Compared to the number (3,846) SHGs in the state as on 31st March, 2004, the growth of SHGs in the state had been phenomenal (60,006) within the next one year, accounting for 77- per cent growth. It may further be interesting to note that since the total bank loan provided to all the 60,006 was to the tune of Rs.1,414.04 million, per SHG average bank credit worked out to be Rs.23,565, which was much below the national average, obtaining on 31st March, 2005.

In terms of Model-wise SHG-bank linkages as on 31st March, 2005, the highest number (86.50%) of SHGs had been bank-linked under Model II, followed by Model-I (13.49%), and Model-III (0.01%) in the descending order. SHG-Bank Linkage under Model III was negligible.

3. Haryana

Over the cumulative number of SHGs as on 31st March, 2004, the state recorded 43- per cent growth in the number of SHGs during the year 2004-2005. There were, in all 3,351 SHGs in the state of Haryana as on 31st March, 2005. As against the total SHGs of the country, the share of SHGs of Haryana accounted for 0.02%. The total bank loans provided to all these 3,351 SHGs as on 31st March 2005 was to the tune of Rs. 200.63 million, accounting for per SHG average bank credit of Rs.59, 871, which was way ahead of all-India average of the respective year.

Model-wise SHG-Bank linkages analysis for the state further brings to the fore that as on 31st March, 2005 the highest number (82.63%) of SHGs had bank-linked under Model II and the remaining (17.37%) under Model II. There was absolutely no presence of Model III SHG bank linkage in the state.

NABARD SHG-Bank Linkages in the Selected Districts

An attempt has been made to look into district-wise cumulative physical and financial progress in relation to the SHG-bank linkages in the districts specially selected for the study in the states of U.P., Rajasthan and Haryana. This will give an overview of the performance position with respect to the SHG-bank linkages over the years.

1. Uttar Pradesh

District-wise data with respect to cumulative physical and financial progress made in Uttar Pradesh in relation to SHG-bank linkages are furnished in the data.

Bijnor District

The district had 500 cumulative numbers of SHGs, provided with bank loans as on            31st March, 2003 which constituted 0.93 per cent of the state. However, up to 31st March, 2005, this number rose to 932, constituting 0.78 per cent of the state’s total. Though the SHG-bank linkage percentage, computed against the State’s total of the respective year marginally fell at the end of the year 2004-05 as against that of                      31st March, 2003, the cumulative number of SHGs linked to banks just doubled during the period.

It is further interesting to note the average per SHG loan amount increased from Rs.20,400 as on 31st March, 2003 to Rs.24,216 as on 31st March, 2005. As compared to the amount of bank loan (Rs.0.95 million) disbursed during the year 2003-04, there was a multifold increase (Rs.11.42 million) in the loan disbursement during the year 2004-2005.

Etawah District

The cumulative number of SHGs credit linked with banks increased from 1,397 as on 31st March, 2003 to 2,504 as on 31st March, 2005. Total cumulative bank loans disbursed to SHGs increased from Rs.9.29 million as on 31st March, 2003 to Rs.34.33 million as on 31st March, 2005. As to the total bank loans disbursed to the SHGs during the year 2003-04 and 2004-05, it aggregated to Rs.12.85 million and Rs.12.19 million, respectively. This included repeat loans also, which were provided to the existing SHGs, already financed during the earlier years.

Faizabad District 

As on 31st March, 2005, a cumulative number of 1,645 SHGs credit linked with banks as against 777 SHGs as on 31st March, 2003. Total cumulative bank loan disbursement also accordingly increased from Rs.13.23 million as on 31st March, 2003 to Rs.37.01 million as on 31st March, 2005. Correspondingly, the per SHG average loan amount also registered an increase from Rs.17,027 during the year 2002-03 to Rs.22,498 during 2004-05. Interestingly, as compared to the year 2003-04, both the number of SHGs provided with bank loan as well as the bank loan disbursement to SHGs registered a steep fall during 2004-05.

Ghazipur District

The cumulative number of SHGs provided with bank loans up to 31st March, 2005 aggregated to 1,854. The SHG-bank linkage growth in the district indicated an increasing trend, i.e. 39.76 per cent during 2003-04 and 56.98 per cent during  2004-05. The cumulative bank loan disbursement also increased from Rs.10.69 million as at the end of the year 2002-03 to Rs.36.94 million as at the end of the year 2003-04. However, total bank loans disbursed to SHGs during the year 2003-04 was very less (Rs.1.73 million). But this was made more than good (Rs. 24.52 million) during the year 2004-05.

2. Rajasthan

District-wise data with respect to cumulative physical and financial progress made in Rajasthan in relation to SHG-bank linkages are presented in the data.

Alwar District

It is revealed from Table 2.1 that the cumulative number of SHGs credit linked with banks increased from 1,648 as on 31st March, 2003 to 4,685 as on 31st March, 2005. The SHG-bank linkage growth both during 2003-04 and 2004-05 had been in the range of 66 per cent to 70 per cent Total cumulative bank loans disbursed to SHGs increased from Rs.56.02 million as on 31st March, 2003 to Rs.197.88 million as on 31st March, 2005. As to the total bank loans disbursed to SHGs, 1,162 SHGs were provided with bank loans of the order of Rs.45.77 million during the year 2003-04 and 1,875 SHGs of the order of Rs. 45.77 million during the year 2003-04 and 1,875 SHGs of the order of Rs.96.09 million during the year 2004-05, accounting for per SHG average bank loan disbursement of Rs.39,389 during the year 2003-04 and Rs.51,248 during the year 2004-05.

Bikaner District

As on 31st March, 2005, the cumulative number of 1,635 SHGs were credit linked with banks as against 303 SHGs as on 31st March, 2003 and 486 SHGs as on 31st March, 2004. There was an increase of 236 per cent in the number of SHGs during 2004-05 compared to that of 31st March, 2004. Accordingly, the total cumulative bank loan disbursement also jumped from Rs.17.35 million as on 31st March, 2004 to Rs.38.36 million on as on 31st March, 2005. The highest-ever bank loan disbursement to the order of Rs. 21.01 million in a single year in the district of Bikaner was made during the year 2004-05. As to the per-SHG average bank loan, the amount remained almost the same during all these three years, ranging between Rs.15,123 and Rs. 17,345.

Chittorgarh District

There were, in all, 1,989 cumulative numbers of SHGs as on 31st March, 2005, which were credit linked with bank. As compared to the cumulative number of bank credit linked SHGs as on 31st March, 2003, the increase in the number of such SHGs, as on 31st March, 2005 was more than double. The cumulative bank loan disbursed up to 31st March 2005 aggregated to Rs.31.59 million which worked out to average per SHG loan of Rs,15,882 as on date. The per-SHG average loan as on 31st March, 2004 amounted to around Rs.14,000. It may, however, be interesting to note that per-SHG average bank loan disbursed during the years 2003-04 and 2004-05 was to the order of Rs.23,705 and Rs.19,000, respectively.

Jodhpur District

The cumulative number of SHGs credit linked with banks increased from 1,984 as on 1st March, 2003 to 3,750 as on 31st March, 2005. Total cumulative bank loan disbursed to SHGs also accordingly increased from Rs.42.01 million to Rs.122.90 million on the corresponding dates. As to the total bank loans disbursed to the SHGs during the years 2003-04 and 2004-05, it aggregated to Rs.38.15 million and Rs.42.74 million, respectively. While the per-SHG average cumulative bank loan stood at Rs.30,135 up to 31st March, 2004 and Rs.33,773 up to 31st March,2005, banks disbursed on an average Rs.56,435 per SHG during the year 2003-04 and Rs.39,211 per SHG during the year 2004-05.

3. Haryana 

District-wise data with respect to cumulative physical and financial progress achieved in Haryana in relation to SHG-bank linkages are furnished.

Ambala District

As on 31st March, 2005, a cumulative number of 134 SHGs were credit linked with banks as against 70 SHGs as on 31st March, 2003 and 89 SHGs as on 31st March, 2004. Total cumulative bank loans disbursed to SHGs up to March 2005 aggregated to Rs.6.04 million, indicating per-SHG average loan of Rs.45,075.00. However, it was interesting to note that during the year 2003-04 per-SHG average loan disbursed by banks amounted to Rs.1,05,000and then it came crashing down to Rs.22,666.

Bhiwani District

The cumulative number of SHGs provided with bank loans up to 31st March, 2005, aggregated to 318. The annual SHG-bank linkage in the district shows an increasing trend, i.e. 30.32 per cent during 2003-04 and 100 per cent during 2004-05. Cumulative bank loan disbursement too increased from Rs.7.20 million as on 31st March, 2003 to Rs.25.28 million as on 31st March, 2005. On an average per SHG cumulative bank loan, stood at Rs79, 498 on 31st March,2005. However, during the years 2003-2004 and 2004-05 per-SHG average bank loan disbursement was to the tune of Rs.1,66,486 and Rs.74,968, respectively.

Gurgaon District

Amongst the districts selected for the study from the state of Haryana, Gurgaon is enjoying a pride of place as far as the SHG-bank linkage is concerned. Numerically, the number of bank-linked SHGs is many times more than those of other districts. The cumulative number of SHGs provided with bank loans up to 31st March,2003 was 772 which rose to 962 as on 31st March, 2004, and 1,343 as on 31st March,2005. As to the total bank loan disbursed, 190 SHGs were provided with bank loans of the order of Rs.11.71 million during the year 2003-04 and 381 SHGs of the order of Rs.19.00 million during the year 2004-05 accounting for per-SHGs average bank loan disbursement of Rs.61,631 during the year 2003-04 and Rs.49,869 during the year 2004-05.

Sirsa District

The cumulative number of SHGs credit linked with the banks was 155 up to 31st March, 2005 with a total cumulative bank loan of Rs.14.94 million, disbursed  till 31st March 2005. Thus, per-SHG average cumulative bank loan aggregated to Rs.96,387 as on 31st March, 2005. During the years 2003-04 and 2004-05, the loans disbursed by banks averaged to Rs.1,03,222 per SHG and Rs.67,903 per SHG, respectively.

Performance of SHGs under SGSY

The progress and performance of SHGs under the implementation of SGSY in the selected states is presented hereunder. This is based on the Annual Reports of the Ministry of Rural Development, Government of India, which includes even the provisional figures (see Annexure V).

It may be observed from the data that there has been continuous growth in the performance indicators over the years. Up to December 2005, a total of 21,74,000 SHGs were formed in the country under SGSY ever since the inception of the scheme, covering a cumulative number of 62,28,000 Swarozgaris with total credit and subsidy support aggregating to Rs.13,301.38 crore.

The programme aims at establishing a large number of micro enterprises in the rural areas, based on the ability of the poor and the potential of the area. An overview of the performance of SGSY programme with special reference to SHGs in the selected states, i.e. U.P., Haryana and Rajasthan, is presented above. State-wise performance analysis of SGSY-SHGs bank linkage is presented hereunder for the states of U.P., Rajasthan and Haryana.

1. Uttar Pradesh

Up to 31.01.2005, a cumulative total of 2,98,173 SHGs were formed in the State under SGSY. During the year 2004-05 till 31.01.2005 alone, as many as 6,885 SHGs were formed. Of them, 1,694 (25%) were exclusively the all-women SHGs. During the same period, 9,984 SHGs took up economic activities, of which 2,276 (23%) were the all-women SHGs. It is further interesting to note that a total credit of Rs.20,767.98 lakh together with a total subsidy of Rs.14,339.98 lakh was disbursed during the period to both the SHG Swarozgaris and individual Swarozgaris, accounting for 71.82% of the total investment through SHGs and the remaining 28.18% through individual Swarozgaris. However, the per-family average investment under the SGSY programme was reported as Rs.23,949 during the period which is almost equal to that of the year 2003-04.

2. Haryana

A cumulative total of 7,519 SHGs were formed under the SGSY programme in the state of Haryana up to 31.01.2005. In all, 580 new SHGs were formed in the State during the year 2004-05 till 31.01.2005, of which 306 (52.75%) were all-women SHGs. During the same period, 477 SHGs took up economic activities of which 270 (56.60%) were all-women SHGs.

It is further interesting to note that during the same period, a sum of Rs.1,374.78 lakh was disbursed as credit component together with an additional sum of Rs.637.86 lakh as subsidy component to both the SHG Swarozgaris and the individual Swarozgaris, accounting for 72.82 per cent of the investment through SHGs and 27.18 per cent through individual  Swarozgaris. However, the per-family average investment was recorded as Rs.29,972 under the SGSY programme in the state, which is very near to that of the year 2003-04, but well ahead of the national average, both for 2003-04 and 2004-05.

3. Rajasthan

In all, Rajasthan, as a whole, had a cumulative total of 21,664 SHGs under the SGSY programme as on 31.01.2005. During the year 2004-2005 till 31.01.2005, as many as 877 SHGs were formed under SGSY, of which 346 SHGs were exclusively the all- women SHGs. During the same reference period, a total of 413 SHGs took up economic activities, of which 115 (27.85%) were the all-women SHGs.

As to the financial intervention under the programme during the year 2004-05 (till 31.01.2005), a sum of Rs.4,521.11 lakh as a credit component and an amount of 

Rs.1,276.54 lakh as a subsidy component were disbursed to both the SHG Swarozgaris and individual Swarozgaris, accounting for 35.02 per cent of the total investment through SHGs and 64.98 percent through individual Swarozgaris. However, the per-family average investment during the year was recorded as Rs.39,102 under the programme, as compared to that of Rs.36,221 obtaining during the year 2003-04. In fact, in terms of average per-family investment, the state of Rajasthan was way ahead of not only U.P. or even Haryana but also of the national averages both for the year 2003-2004 and 2004-05 (up to 31.01.2005). 

The methodology chapter, however, examines in detail the primary information collected from respondents, as indicated before.

Part I





Chapter 1





Introduction








Chapter 2





Methodology and Background Information








Secondary Source, Annual Reports of NABARD, Min. of Rural Development, GoI, Books, 





Collection of Data/Information nnnnn





Data Analysis & Interpretation





Primary Source – Personal Group Interaction, Field Visits





Draft Report Preparation





Peer Discussion & Review





Final Report Preparation





Identification of Variables








� A.P.J.Abdul Kalam, - “Ignited Mind - Penguin 2005”


2 Community Mobilization Hand Book of facilitators for SHG Formation, ASEED-IDMAT 2002


3 NABARD Annual Reports 2003-2004 and 2004-2005








PAGE  
29
ASEED


